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Office ofthe Mayor  ¢pzean
Jack Cushing

Homer City Hall 491 E. Pioneer Avenue « Homer, Alaska 99603-7624

February 4, 2002

Alaska Legislature
Joint Community and Regional Affairs Committee

Dear Co-Chairman Representative Kevin Meyer, Representative Carl
Morgan, Senator John Torgerson, and Committee Members:

This letter is to give some insights, from my perspective, why we have this
annexation issue before us today in the Homer Area.

The City of Homer is a service provider. The City of Homer and its citizens
have traditionally been very generous to the lower peninsula. The City’s port
and harbor, a 100 million dollar asset, is clearly an economic engine of the
area, and has been available to all without discrimination. Similarly, city
water, the very commodity that allows area properties to be more easily
financed, insurable, and ADEC approvable, has been available without
distinction for years to any in the area. It is estimated that 25% of the city
water customers are citizens outside of city limits, an important fact for an
area with notoriously poor ground water. Until recently, Fire and Emergency
Medical Sen/ices (EMS) were generously rendered in the same manner.
These services are just the start. During the last decade, the City and its
citizens and businesses have directly given moneys or support to the
following organizations for the general area:

Animal services

Snomads Snowmachine Club
Homer Head Start

Playgrounds and picnic areas
Homer Food Pantry

Kachemak Ski Club (Olsen Mountain Rope Tow)
Bunnell Street Gallery

South Peninsula Women’s Services
Homer Hockey Association
Kachemak Gun Club

Homer Council on the Arts

"WHERE THE LAND ENDS AND THE SEA BEGINS"
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Kachemak Nordic Ski Club (Baycrest, Olsen Mt., & McNeil Canyon areas)

Community Schools

Boys & Girls Club

Land for the South Peninsula Hospital
Homer Foundation

Girl’s Softball

Little League, Tee Ball & Baseball
Adult Softball, New Fields

Pratt Museum

These organizations and facilities all serve the larger regional community.
This year the City is funding $45,000 of the Chamber of Commerce’s budget,
again a regional organization. This is in addition to the numerous times we are
asked and willing to respond to requests for assistance with police protection

and emergency road repairs or snow clearing.

We feel this generosity has been appreciated by the majority of this area’s
residents. Times have changed however, as State subsidies have diminished
to a small fraction of what they were a decade ago but, there has been no less
demand from this area for these services. In fact, the demand grows. The City
of Homer had choices ranging from cutting services, to engaging more of the
local area for greater participation in these services. We chose the present
path in part, for the proven economic stimulus it provided the entire area, as
well as our believe in the benefits these types of services provide to the area.

During the last decade, the City has brought these issues of dwindling state
funding to the local area to consider. We felt many in the area chose to ignore
or refused to participate in reaching solutions to mitigate these complex issues
of an area which manifests greater needs, superimposed with decreasing state
funds. Fire and emergency services are a classic example; nothing was
initiated area-wide despite of City requests, until the annexation process was
initiated. Meanwhile, it was unacceptable to us, in essence, to let our
neighboring area’s structures or businesses bum down, or allow threats life
and property to go unanswered. The heart and soul of the City is to continue
to make this an economically productive, safe, and great area to live.

Some maintain that many of these services have been brought to the area
through State and Federal grants. True, but not without the countless hours
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dedicated by elected and appointed officials, area volunteers, and City paid
administration. The important point here is that this has been accomplished
through the organization of a governmental entity. Greater costs and all risks
are assumed by the residents and businesses within the boundary of that
entity, the City of Homer. Most importantly, any area of Alaska with
sufficient population has privilege to form a governmental entity and have
their own access to State and Federal grants. But, they must step to the plate
and form these entities. The Homer area has the apparent desire for these
various services discussed. The City of Homer needs to grow correspondingly
to continue to provide to the greater area.

An interesting item concerning process, is that prior to this annexation
proposal, and the lack of public response to address service issues, the City
was routinely and frequently asked to be involved in various area-wide issues,
and in fact we still are. Some issues affect the entire area or economy, such as
fisheries allocations, and are indisputably City issues. Some issues are clearly
more local issues and have their greatest impact in that particular local area.
The City Council has taken countless hours of testimony on these local area
non-city issues, and has been implored to do anything we could, pleaded with
to do anything we could, to help on these issues. Keep in mind, these are
issues coming from the area proposed for annexation A partial list of these

include:

The Kenai Peninsula Borough Solid Waste Facility’s and associated stream

water quality;

Urban sprawl & development on top of Baycrest Hill;

Air emissions from asphalt plant operations;

Ski club trail facilities;

Rural road reclassification to thorough fare use between West Hill Road and
Skyline Drive;

Moose corridors to wintering areas or hunting issues on private land;

Log harvesting operations and watershed protection;

Gravel mining issues including the trade of land for a gravel sorting/storage

yard and concrete plant:

Various oil and gas issues.
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Many of these land use type issues ironically, were brought to the City
Council by a few of the individuals who now oppose annexation. One could
reason that this has all been a part of the process.

Eventually these growth issues will be settled and new ones will arise. It is
important that the City of Homer be allowed to grow and continue to provide
the high quality of services we have. To not do so, could possibly alter this
areas current health and economic direction as well as our general area-wide
quality of life. One must ask who would provide for these services if not the
City of Homer? Can the Borough do it? Would the State be asked to provide

these services?

| believe, many people in the area, probably feel we will move forward in a
quite civil manner. For example, the President of the Kachemak Nordic Ski
Club, although being on the list of those opposed to annexation, has just
written a Statewide letter to Nordic Ski Clubs touting the great work done by
the City of Homer enabling the construction of ski facilities outside the
current City boundaries. This is my experience with many in the area.

Five of the current seven elected offices have stood in support of annexation
and won since this process started, and three will be up for re-election this
Fall. All issues are being duly examined at the State level. The State

Constitution and Regulations are being followed.
In conclusion, growth isn’t necessarily easy. | believe the elected officials,
have the best interest of the Homer area at heart. We are attempting to

provide for what we believe are the services requested, based upon input we
have heard from the larger community through out the years.

Thank you for your consideration of this matter tonight.

Sincerely,

Mayor Jack. Lushing
City of Horner



Fact Sheet Supporting Homer Annexation of 4.58 Square Miles

|

As the only municipality in the Southern Kenai Peninsula, the City of Homer absorbs
the financial costs for services such as library, police, port and harbor, water and
more, but offers and shares these services with area-wide community residents.

The City of Homer was incorporated in 1964 and its 21 square mile boundaries have
not been extended since incorporation. Uncontrolled development and intensive
growth surrounding City limits necessitates extending the 1964 boundaries.

Population per square mile in Homer is 188 citizens. W.ithin the proposed 4.58
square mile annexation territory the square mile population is 196 individuals. This is

greater than that within the City.

The City of Homer is the only Kenai Peninsula Borough municipal government that
is able to provide all Fire and Emergency Sendees to residents of the 4.58 square mile
area recommended for annexation by the LBC. It has been suggested that the
Kachemak Emergency Sendee Area was formed in 2000 “as a direct reaction to the

City’s annexation petition.”

Increasing the tax base, at a time of decreasing State Revenue Sharing, will enable the
City to better sustain and further develop the Homer’s infrastructure of services.

It is estimated that 25% of City water customers live outside the City limits. Water,
the very commodity that allows area properties to be financed easier, insured, and
ADEC approved, has been available without distinction for years to the area-wide

community.

Since 1992, the City of Homer has budgeted in excess of 1.5 million dollars to area-
wide non-profit organizations that support education, recreation, and cultural
activities in the Southern Peninsula. Fifty percent of those receiving benefit from
these activities and programs live outside City limits.

The City of Homer continues to support the Chamber of Commerce and the
Community Schools program. The organizations are open to area-wide residents;
however, only City residents support each through a local mil rate tax assessment.

The City’s port and harbor, a S100,000,000 asset, is clearly an economic engine for
the South Peninsula, and it is available to all without discrimination.

Annexation and the implementation of planning and development standards, will
limit uncontrolled growth and territorial sprawl that presently devalue and denigrate

property contiguous to the City.

Since submitting the annexation proposal to the Local Boundary Commission, four
City Councilmen and the Mayor, who announced support for annexation while
seeking either election or re-election, have been voted into City office.

Homer’s annexation proposal follows the Constitution and the Legislative process as
previously done in over 100 municipal boundary changes since statehood.



CityofHomer

491 EastPioneerA venue
Homer, Alaska 99603
907-235-8121

Homer Annexation Considerations

The City of Homer initiated the annexation process by filing a petition with the Alaska Local
Boundary Commission to annex 25+ square miles of surrounding territory. After two years of public
hearings and forums, the City and the Department of Community and Economic Development agreed
upon an annexation area of about 4.57 square miles. This area, while smaller, includes the bulk of the
commercial and residential development on the borders of the city. Both the City and the Local Boundary
Commission recognize annexation as a good idea whose time has come. We hope to demonstrate why
annexation will be beneficial to all and why it will help create a more cohesive and economical'y stronger

community.

First, consider the current state of affairs. While Homer city limits have not changed since
incorporation in 1964, the City serves an area much greater than its boundaries. Homer residents and
many of their nonresident neighbors~e a host of services offered by the city and paid for, in the main, by
t.’xes and user fees. While we all pay sales taxes when shopping in Homer, contributing greatly to the
city’s revenue stream, only city residents also pay a 5.5 mill property tax; an expense not shared by
service users living outside Homer. The 5.5 mill property tax raises about 26 percent of the revenue used
by the city’s General Fund. While user fees support the city’s port and harbor, sewer and water systems,
which operate as enterprise funds, the General Fund is available as a financing alternative for these funds.

Here is a brief overview of some of the services enjoyed by folks living in the city and in the
greater Homer area.

Library

Tens of thousands of people walk through the doors of the Homer Public Library' each year -
98,100 this year alone. They come to read, research, use public-access computers and check out books,
magazines and videos. In 2000, the library recorded a circulation of 104,000, up 5,000 from the year
before.

The library’s interlibrary loan program provides local residents access to a huge body of literature
and research material from across the nation. Children, especially, benefit from the Homer Public
Library. Last year, more then 1,600 youngsters attended weekly pre-school story hours. Public access
computers allow residents and nonresidents access to the Internet through the city’s high-speed server.
This service is so popular that the library now requires sign-up sheets and has to set time limits because of
space limitations.

Library data clearly demonstrates that many of the facility’s most frequent users live beyond the
city limits. More than 50% of the library cards presently issued are to outside city resident. In the present
annexation area recommended by the Department of Community and Economic Development, there arc
more than 360 library card-holders in a population of 898.

Unfortunately, the small building on Pioneer Avenue is woefully inadequate for current demand,
much less the growth expected in the next couple of decades. Crammed into that small space are nearly
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34,000 volumes. That’s a lot, but the number could be much bigger in a larger facility. Libraries need to
accommodate more than just books. Homer lacks the funds to construct a new library to house the many
library services the community deserves. The additional lax base annexation will provide will help

forward this project.

Police

It is simply a fact of life; we don’t live in a perfect world. That we are as safe a community as we
are is due in no small part to the dedicated men and women of the Homer Police Department. In a time of
need, their rapid response to crime or danger is a blessing. Homer officers do their work primarily within
the city boundaries, but often are called to aid the law enforcement efforts of the Alaska State Troopers
outside Homer. The HPD will immediately respond to any life threatening called received by 911
dispatch. Additionally, HPD responds to all requests made by the Alaska State Troopers for assistance
outside city limits.

In fact, the Homer Police Department is much more than patrol officers rolling to crime scenes or
ensuring the safety of city streets. It is part of a linked network of agencies. City dispatchers perform their
task for City police, the Homer Volunteer Fire Department, the Alaska Fish and Wildlife Protection
Service, the Alaska State Troopers, the Alaska State Parks, various search and rescue and civil defense
teams, as well as for other fire, rescue and emergency medical services south of Ninilchik, including in
Seldovia, Port Graham, Nanwalek, Kachemak Bay Wailderness State Park and the outlying Russian
villages from Anchor Point to the head of Kachemak Bay.

During 2001, Homer Police responded to 5,971 incidents including 735 on the Spit and 119
outside city limits. Police data does not indicate the ratio of city to non-city residents involved in those
incidents. In all, the Homer Police Department received 6,242 requests for services of all kinds during
2001. There were 462 arrests made and 640 charges filed. Police investigated 436 property crimes -
vandalism, criminal mischief, theft, embezzlement, burglary, vehicle theft and arson. They also
investigated 83 violent crimes, including sex offenses, robbery, assault and kidnapping. Police responded
to 121 motor vehicle accidents that included 15 injuries and issued 1,019 traffic & animal citations and
court summonses in 2001. These are not all City of Homer residents, nor are the victims.

The city of Homer provides jail services for Homer, and under an agreement with the State of
Alaska, to the wider area as well. That means that residents and non-residents who are arrested must be
housed in the City of Homer facility.

In 2001, there were 312 people jailed for City of Homer offenses, while another 174 were state
prisoners. The Homer District Court sentenced 118 people to short-term stays in the Homer. In all, 604
prisoners spent time in the Homer Jail in 2001, serving a total ofl,562 prisoner-days.

The department not only investigates major crimes and operates the Homer Jail it also operates the
Homer Animal Shelter which is addressed below.

Maintaining the peace is expensive. Annexation will help cover those costs and permit the
department to expand services to the new territory by adding personnel and equipment. Homer residents
need their neighbors to help ensure the continued effectiveness of this vital public safety service.

Homer Volunteer Fire Department

Few things are as frightening as a fire or dire medical emergency. They strike with little or no
warning, and often leave their victims helpless. Like the arrival of police, it is reassuring indeed to hear
and see the fire trucks and ambulances roll. And roll they do, not only within the boundaries of Homer,
but virtually as far as emergencies demand, very often into the proposed annexation area to fight forest,
grass and structure fires, protect surrounding property and save lives. The Homer department provides
emergency services to Kachemak City, has mutual-aid agreements with Anchor Point and memorandums



of understanding for assistance with Seldovia, Port Graham and Nanwalek. Firefighters and emergency
medical technicians have gone to the Russian villages at the head of Kachemak Bay and responded to
fires as far away as the central Kenai Peninsula at the request of state or federal fire officials, well beyond
the proposed annexation area.

Homer is proud of its fire and emergency medical teams. Not only do department staff members
and the host of volunteers respond in emergencies, they participate in prevention programs designed to
make life safer for all of us. The department sponsors and teaches classes for a Fire Science Degree
program through Kenai Peninsula College, provides fire prevention materials to the public and area
schools. It co-sponsors the annual Homer Bike Rodeo in conjunction with the Safe Kids Fair. Those folks
you see distributing and adjusting helmets for young riders are fire and EMS volunteers who work with
the local Safe Kids Coalition and its bicycle helmet program. They can also be found instructing parents
how to use child car seats properly.

Homer volunteers participate in the PRIDE program, which offers safety training to people with
mental disabilities. When fans at Homer High School cheer their Mariners to victory on the gridiron,
volunteer emergency medical technicians are there, standing by.

All that expertise comes from hours of training and practice provided by the City of Homer.

In reaction to the City of Homer Annexation petition, the Kenai Peninsula Borough recently
created a fire and EMS service area on the south Kenai peninsula. Presently, the only way the Borough
can deliver these services is through contract with the City of Homer.

Public Works

Visit a city park, cheer on the youngsters at a Little League game or dash to the fence yourselfand
snag a fly ball. Take your toddler to play on the seesaw or ride the slide, pitch a tent or park your RV in
one of several city campgrounds, drop your child of at the Homer Boys & Girls Club, or just stroll along
the broad, open city beaches at low tide. Then thank the Homer Public Works Department for seeing that
those parks and recreational areas are built, maintained and safe. General fund monies finance the
operation of these amenities as well as a new adult softball complex expected to be constructed during
2002.

Walking along Pioneer Avenue, one can’t help but notice how it blooms with color each spring
and summer. Mother Nature gets a lot of help from Public Works crews and volunteers who are busy
planting and pruning from May to September. Of course, not all of the department’s duties are so eye-
catching - or, for that matter, particularly obvious.

Frankly, the Homer Public Works Department greases the City of Homer’s gears, without which
several critical systems would cease to function. The department is responsible for operating the city
water and sewer system. City water is available to many nonresidents because the city provides access to
that water to commercial bulk water haulers. Many homes outside Homer could not have been financed or
occupied had city water not been made available. In 1990 5.3 million gallons of city water was sold to
bulk water haulers and by 2000 this had increased to 17 million gallons.

A change in the funding formula for expanding city water and sewer lines to reflect reduced state
spending will permit the construction of five new water/sewer districts this summer. In the future, the city
enterprise funds will contribute 25% of these costs and property owners 75%. Under the new city tax
structure, the city will be able to create a million dollars worth of line extensions each year if
neighborhoods vote to do so.

Public Works crews are also responsible for maintaining city streets and keeping them cleared of
snow in winter. No matter the weather, city maintained streets are open. Through the use of private
contractors with local coordination and Public Works crews, the condition of roads in the annexation area

will improve.



Non-city residents use many of these city facilities daily. It is time to more equitably share the
expense by becoming part of the City of Homer.

Port & Harbor

The beauty and bounty of Kachemak Bay and Cook Inlet make Homer’s port and harbor a Mecca
for recreation and enterprise. The Homer Small Boat Harbor fills to capacity in the warm months with
every size and variety of vessel. Still, the demand for space exceeds available moorage. The harbor is a
48-acre basin with 772 reserved slips, 4,000 lineal feet of transient floats. The City is presently engaged in
a project to add 140 new slips and 800 feet of transient moorage.

The port and harbor provides those boat owners a host of services. The wood and steel grids make
repairs easier. Homer’s load and launch ramp is a vital link to the sea for recreational and commercial
boaters alike. Fishing season means a steady parade of commercial vessels to the Homer Fish Dock,
where crews use city cranes to unload their harvest and sell it to dockside buyers. The dock has 483 feet
of vessel berthing and eight public cranes. The City of Homer’s ice plant can produce 100 tons of flake
ice per day. The cold storage facility provides valuable space to commercial fishermen. All of these
facilities are publicly owned and available to all.

Recreational anglers use fish-cleaning stations provided by the city to clean their catch, depositing
the waste in containers provided at city expense. Scores of charter outfits thrive thanks to the Port and
Harbor and the private-sector enterprise it fosters. Indeed, marine businesses have sprung up from one end
of Homer to the other and beyond into the proposed annexation area, all because the port and harbor exist.

Meanwhile, Homer’s port is attracting an increasing amount of commercial marine traffic. Wood
chip ships, log transport vessels and even cruise ships regularly visit the Deep Water Dock. Container
barges, the U.S. Coast Guard vessel Sedge and the Alaska State Ferry use the city’s Main Dock. A new
$11 million dock is presently being constructed to replace the main dock. The new dock was originally
named the Kachemak Bay Multi-Purpose Dock, but has been renamed the Pioneer Dock. When this
project is complete during the summer of 2002, the dock will be able to accommodate roll-on, roll-off
ves?<"s and handle larger container vessels. The dock will be able to accommodate the state ferry
Tusntmetia and the larger new lerries. The dock will also accommodate the new larger Coast Guard
vessel scheduled to replace the Coast Guard vessel Sedge, which is a true Alaska Pioneer vessel. Homer
will continue to be Alaska’s premiere ice-free port.

All of this has an enormous impact on Homer’s economy and, clearly, to the economy of the
larger area. More halibut are landed in Homer than any other port in the world. Without the port and
harbor, much of Homer’s entrepreneurial spirit likely would go unfulfilled.

Clerk’s Office

Homer’s city clerk’s office provides the general public with access to public records, notice of
meetings and other city events. Clerk Mary Calhoun attends Homer City Council meetings and records
the minutes and her office coordinates the meetings of city commissions, boards, other panels and
maintains information kiosks in the City. Her office helps coordinate the sister-city programs for
Homer’s sister cities Tcshio, Japan, and Yelisovo, Russia.

When voters from the Anchor Point to the Kachemak Bay precincts head to their polling places fo
statewide elections, it is the Homer City Clerk’s office that coordinates ballot collection and compiles the
local results. In city races, the clerk notifies residents of filing periods and candidates and runs the
elections.

When residents seek to work together to improve utilities or roads in their neighborhoods, the city
has a procedure for this purpose called the Local Improvement District coordinated through the clerk's
office. The clerk’s office draws up a petition complete with the names of property owners and the
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locations and values of their holdings. Once technical issues have been addressed by Public Works, the
clerk gives the petition to the petitioners who then collect the necessary signatures. If enough signatures
are collected, the clerk’s office prepares an LID resolution for the council. The clerk’s office is the face
the public sees throughout the process of improving neighborhood water service, sewers and roads.

Planning

A crucial element of the city’s ability to function efficiently is its capacity to plan for the future.
For a city of several thousand independent-minded citizens to run smoothly, there must be ways to avoid
land-use conflicts or help resolve them when they arise. Through written guidelines and permits, city
planners promote safety, protect public health and help guide development. Planning is best done locally,
by neighbors who live with the results.

Planning personnel also develop policy recommendations, provide staff support for the Homer
Advisory Planning and Zoning Commission, aid in the processing of conditional use permits and
variances, work on revisions of the city’s Comprehensive Plan and help neighborhoods plan for the
future.

Good planning can prevent a lot of heartache. With that in mind, Homer has divided the city into
zones where specific types of activities are encouraged and others prohibited. That’s why you won’t find
junkyards in residential neighborhoods or industrial shops amid office complexes in the City of Homer,
except where those conditions predated the city’s zoning ordinance and hence, enjoy grandfather status.

Other city requirements prevent water sources from being spoiled, protect the integrity of streams
beds and ensure diat development meets minimum standards.

This year the City will complete a GIS center at City Hall which will be a tremendous planning
aid for all departments. The City of Homer will have the same technology resources as the Kenai

Peninsula Borough, 85 miles to the north.

Animal Shelter

The city is working to find the funds and build a new animal shelter. The current facility is
completely inadequate. Indeed, if city officials could snap their fingers and provide a better animal shelter
overnight, they would. While desperately needed, unfortunately, a new animal shelter is not the only vital
project the city needs to complete.

Despite its inadequacies, the small facility on the Homer Sterling Highway is shelter for lost,
abandoned or turned-m cats and dogs from throughout the entire lower Kenai Peninsula. Looking at the
recent statistics, between January and August of 2001, the shelter received 80 strays from inside Homer,
80 from outside. Some 94 Homer resident owners turned in animals, 150 did so from beyond city limits.
The shelter also boards animals, reunites lost critters with their owners and finds new owners for those
with no homes without regard to residency.

The point is, the Homer Animal Shelter provides a service to the entire area. It would help, as the
Kenai Peninsula Borough does not fund animal control sendees, if Homer had a broadei tax base to
operate this vital program.

An architect has been retained to start working on the design of the facility with the help of a
volunteer design committee. Hopefully, funding will be in place for construction this year.

City Support of Area-wide Organizations

Since 1992, the City of Homer has spent in excess of $1.5 million to help fund non-profit
organizations such as the Pratt Museum, Homer Council of the Arts, Kachemak Ski Club, Kachemak
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Nordic Ski Club, Homer Food Pantry, Bunnell Street Gallery, Homer Head Start, Shnomads Snhow
Machine Club, The Homer Foundation, Pier 1Theatre, Community Schools, Homer Hockey Association,
Kachemak Gun Club, Homer Little League, Women’s Services and the Homer Boy’s & Girl’s Club.
These are the organizations that provide education, recreation, cultural activities and a helping hand on
the Southern Kenai Peninsula. At least fifty percent of those benefiting from these activities and
programs live outside City limits. The City of Homer budgeted an additional $45,000 to support the
Homer Chamber of Commerce. $30,000 of this is used to promote the Homer area and its businesses and
$15,000 is to partially fund the Business Development Center.

All of these organizations are open to area-wide residents; however, only City residents support

them through property taxes.

Conclusion

While this is a fairly impressive list of services, it isjust an overview. The fact is, though we get a
lot for our money, a broader tax base is necessary to help keep it that way. Contrary to what many
believe, the added property taxes new residents would pay wouldn’t amount to a great individual expense.

Today, non-city residents in the annexation area who own real property pay a combined 11.35

mills in real property taxes:

Borough 7.00 mills

Road Service Area 1.00 mill

Hospital 1.50 mills

Kenai Pen. College 0.10 mill

Kachemak Emergency Services [Fire & EMS] 1,75 mills = 11.35 mills total

Meanwhile, city residents pay a combined 14.10 mills:

City of Homer 5.50 mills
Borough 7.00 mills
Hospital 1.50 mills
Kenai Pen. College 0.10 mills = 14.1 mills total

If non-city property owners are annexed and become city taxpayers, they would cease paying the 1
mill for the borough road service area and the 1.75 mills for the fire service area, but instead would pay
the 5.5 mills levied by the city.

The difference between what city and non-city residents now pay amounts to just 2.75 mills. That
is $275 a year for a $100,000 home. Looked at a different way, for all the services and opportunities listed
above, being part of Homer would cost the new resident tax payer less than $.76 cents a day for every
$100,000 worth of real property they own. This is within a few pennies of the cost of a daily newspaper

The new revenues generated by property taxes in the proposed annexation area are estimated at
roughly $313,000. Sales tax revenues from this area should generate approximately $484,000. This
means the city can strengthen its current services and broaden their availability in the larger area.
Facilities can be upgraded and then perhaps taxes can be lowered. Thus, annexation will be beneficial not
only to Homer’s newest residents, but to its current residents as well.

Annexation in Homer represents value andfairness!



HOMER WATER RESERVOIR
CITY WATER SUPPLY HOMER WATER TREATMENT PLANT

PROPERTY OF THE CITY OF HOMER
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Perkins Coie llp

10?79 West Third Avenue, Suite 300 «Anchorage, Alaska 99501-198!
Telephone: 907 279-8561 eFacsimile: 907 276-3108

January 31, 2002

Senator John Torgerson
Chair Senate Community & Regional
Affairs Committee

State Capitol, Room 427

Juneau, AK 99801-1182

Representative Kevin Meyer
Co-Chair, House Community & Regional
Affairs Committee

State Capitol, Room 110

Juneau, AK 99801-1182

Representative Carl Morgan
Co-Chair, House. Community & Regional
Affairs Committee

State Capitol, Room 434

Juneau, AK 99801-1182

Re: City of Homer Annexation — Shortening of Incumbents' Terms

Dear Senator Torgerson and Representatives Meyer and Morgan:

In connection with the Local Boundary Commission recommendation
concerning City of Homer's annexation petition, some have argued that the terms of
the Mayor and City Council members, the elected officials of Homer, should be
shortened to allow voters in the annexed territory an immediate opportunity to vote for

new officials. The Boundary Commission found that such action was not merited on

the facts.

As the attorney for the City of Homer, | now write to explain that it would be
unlawful and unwise to force a shortening of the incumbents' terms.

[13126-0201/AA020170.017]

ANCHORAGE BELLEVUE BOISE DENVER HONG KONC LOS ANGELES MENLO PARK PORTLAND SAN ERANCISCO SEATTLE SPOKANE TAIPEI WASHINGTON, D.C.
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l. The Terms of Office of Elected Officials Are Set By Law and
Cannot Be Shortened For Current Incumbents

According to law, city council terms are three years, and a change in the length
of terms cannot be effective as to a current member, except in cases of change in
composition or apportionment. AS 29.20.150 provides

(@) A member of the governing body is elected for a three-year
term and until a successor qualifies, unless a different term not
exceeding four years is prescribed by home rule charter or

ordinance.

(b) Except when otherwise required by a change in composition
or apportionment, if the term of a member of a governing body is
changed by charter or ordinance the term of the member holding
office when the change becomes effective is not affected.

Homer has not adopted an ordinance to prescribe a different Lain for council
members.Every year two council members are elected for three-year terms.

The term of the Mayor of the City of Homer is governed by AS 29.20.230(a)
and Homer City Code. The statute provides:

The mayor of a borough or first class city is elected at large. The
mayor ofa borough or first class city serves a term of three years,
unless by ordinance a different term not to exceed four years is
provided. The current term of an incumbent mayor may not be

altered. ...

The City of Homer has, by ordinance, provided for a two-year term for mayor, HCC
1.24.030. The incumbent mayor's term expires in October 2002.

Because the annexation of territory to the City of Homer involves neither a
change in composition (six members elected at-large) nor an apportionment, the
incumbent city council members' terms cannot be shortened. The term of the office of
the incumbent mayor can not be changed in any event. Any attempt by the Local
Boundary Commission or the City to change the terms of office of the current
incumbents would violate AS 29.20.150(b) and 29.20.230(a).
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No other statute or regulation gives authority to change the terms of current
elected officials, neither expressly nor by implication.

Therefore, any LBC action or City of Homer ordinance attempting to shorten
the terms of incumbents would be unlawful.

. Stability of Public Affairs Is a Compelling Need That Outweighs the
Interests of Annexed Residents In Voting Immediately for New

Elected Officials

Opponents of Homer's annexation have argued annexing them into the City
without electing an entirely new slate of elected official is unfair, and that it deprives
them of opportunity to vote for elected officials to represent them.

Our Court has already addressed a strikingly similar argument — that elected
officials should be ousted to accommodate the voting rights of a sudden influx of new
voters brought into the jurisdiction by judicial decree, which was the functional
equivalent of annexation. The Court concluded that the need for stability in local
public affairs is compelling and outweighs the interests of those new residents in
voting to replace lawfully elected incumbents. Jordan v. Reed, 544 P.2d 75 (Alaska

1975).

In the Jordan case, residents of the Eagle River-Chugiak area, acting on special
statutory authority granted in Chapter 145 SLA 1974, voted to form a new borough to
be carved out of the Greater Anchorage Borough. It was officially incorporated and

began the business of governing.

Meanwhile, after the formation of the Eagle River-Chugiak Borough, the
Greater Anchorage Area Borough proceeded about its business, electing a school
board, voting to authorize about $8,000,000 in bonds, electing assembly members,
approving a home-rule charter, and electing a Charter Commission.

Subsequently, the Supreme Court in Abrams v. State, 534 P.2d 91 (Alaska
1975), declared Chapter 145 SLA 1974 unconstitutional. As a consequence, the Eagle
River-Chugiak Borough was suddenly dissolved and "automatically reincorporated”
into the Greater Anchorage Area Borough.

[ 3126-0201/AA020170.017]



January 31, 2002
Page 4

One of the major issues in the Jordan v. Reed case was whether the residents of
Eagle River-Chugiak who were thus "automatically reincorporated” into Anchorage
were unconstitutionally denied the light to vote for the Charter Commission, which
was elected by Greater Anchorage Area Borough voters during the time the Eagle
River-Chugiak Borough was in existence. The Court observed that the right to vote is
fundamental, and its denial ought to be strictly scrutinized by the courts. With those
principles in mind, and applying the appropriate standard cf constitutional review, the
Court found the following considerations outweighed the right to vote in these

circumstances:

We have previously held that political subdivisions have a
compelling state interest in stability in public affairs, which may
be implemented by residency requirements for candidates for
public office. We see no reason why that decision ought not, by
analogy, extend as far as acknowledging a compelling state
interest in having an electorate reside in the governed area.
When denial of the right to vote, based on apparently valid laws
which do not create suspect classification, is weighed against the
compelling state interest of stability in public affairs, and the
denial bears a direct and substantial relation to the state interest,
the balance weighs in favor of upholding the challenged election.

Jordan v. Reed, 544 P.2d at 81.

It was also contended that it was fundamentally unfair to deprive the residents
of Eagle River-Chugiak the right to vote on the members of the new Charter
Commission. They claimed it would "thrust upon them a government they had no part
in selecting.” Id. In rejecting this claim, the Court stated:

Appellees, on the other hand, argue that the realignment of
political boundaries which occurred as a result of the Abrams
decisions is functionally equivalent to an annexation. We find
this argument, and the case authority cited in support, persuasive.
The general rule regarding annexation is summarized in 2
McQuillin, Municipal Corporations, 8 7.10 at 857 (3d ed. 1966),
where it is stated:

113126-0201/AA020170.017]



When territory has been lawfully and finally annexed, the
new area becomes, ipso facto, a part of the municipality’
subject to municipal jurisdiction and it may be governed as
the original municipal territory was governed prior to the
change. ...

In annexation cases it can also be argued that it is unfair to place
individuals under the authority, and the existing obligations, of a
political entity they had no part in fashioning. Yet, to do
otherwise could, in our view, create an intolerable burden upon

the annexing entity.

As the Jordan court recognized, it is intolerably dangerous to destabilize local
public affairs by undoing valid elections properly held before the annexation, even
when the annexation involves a significant number of voters. See also Kentopp v.
Anchorage, 652 P.2d 453, 463 (Alaska 1982). There is a compelling need for stability
in elections, as well as in municipal bonds, ordinances, taxes, and all manner of
municipal acts approved before annexation, all of which, it could be argued, are also
"thrust upon™ the annexed residents without their participation. 1f one concludes that
being "thrust upon™ by annexation justifies ousting properly elected officials of the
city, then there is no logical place to stop before throwing out all of the actions
approved by the city under the governance of such elected officials and their
predecessors. While opponents of Homer's annexation maybe thrilled with this result,
it would, as Jordan stated, create an intolerable burden on the City. This result is not
wise or good public policy. Destabilization or destruction of the City of Homer
government would harm the interests of all the people of the Homer area as well as the
interests of the State as a whole.

The compelling interest in the stability of Homer's public affairs will outweigh
any claim that the newly-annexed voters should immediately have a vote to elect new
officials. The Court will not approve ouster of the current elected officials for this
purpose. Kentopp v. Anchorage, 652 P.2d 453 (Alaska 1982).
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I11.  Any Formal Shortening of Terms Is Contrary to the Voting Rights
of Current City Resident Voters

Not only would ousting the current elected officials destabilize public affairs,
but it would also diminish the voting rights of those qualified electors who validly

elected them to office.

As non-residents of the City, people in the proposed annexation area were not
entitled to vote in City elections held before the annexation. After the effective date
of annexation, they will be qualified to vcte and run for office in every election. That
is as it should be. The right to vote for elected officials is reserved to the residents of
the City at the time they are elected. There are compelling reasons for this result, but
there is no compelling reason to oust incumbents and thereby frustrate the will of the

voters who validly put them in office.

For every argument that it is unfair to some 900 new residents to make them
wait until the end of incumbents' respective terms to vote for new council members,
there is a weightier counter argument that it is unfair to nearly 4000 existing residents
to have their valid exercise of political will disregarded by the premature ouster of

their elected representatives.

To remove the current elected officials from office at this stage would be an
arbitrary act, because there is no statutory authority for the removal nor standards by
which to judge which, if any, terms should be ended. Just as the right to vote is
fundamental, and abridgements of that right are subject to strict scrutiny, see Jordan v.
Reed, so should the ouster of the officials elected by exercise of the fundamental right
to vote be viewed with strict scrutiny. Depriving the people of the effect of their vote
in this manner must be justified by a compelling need. Kentopp v. Anchorage, 652
P.2d 453, 463 (Alaska 190~) ("the intrusive remedy of court ordered truncation is only
warranted when supported by compelling considerations.”) As concluded by Jordan
v. Reed, discussed above, the desire of newly annexed citizens to vote for a new slate

of officials is not compelling.

If compelling need is at one end of the spectrum, then arbitrariness would be
near or at the opposite end of the spectrum. The Local Boundary Commission must
not be arbitrary in its actions, but rather it must make its decisions based on written
standards. On December 12, 2001, the Dept, of Law issued an opinion, No. 663-02-
0090, on the subject of "Authority of Local Boundary Commission to require
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truncation of terms of governing body in annexation proceeding.” The opinion
concludes that the LBC does not, in the absence of preestablished standards, have
discretionary authority to require truncation of city council terms as a condition of
approving annexation. On that point the conclusion is surely correct for the reasons
stated in the opinion.1 A standardless decision to shorten terms would be arbitrary.

Reference has been made to the governor's former authority to truncate terms
of state legislators as "incidental to his general reapportionment powers.”" Egan v.
Hammond, 502 P.2d 856, 874 (Alaska 1972). However, annexation is not analogous
to reapportionment, nor do the facts in the Homer case even approach the magnitude
of concern that mightjustify truncating terms in the reapportionment context.

The six Homer City Council members are elected at large, with two being
elected every year on staggered three-year terms. Those brought into the city by
annexation will be entitled to vote in every election following annexation, and their
votes will instantly carry equal weight with every other voter in the city.

In contrast, reapportionment addresses unequal voting power in which residents
of one district have disproportionate power in legislative elections. Reapportionment
is intended to eliminate such disproportionate voting and invidious discrimination. It
does not result in the immediate election of a whole new legislature, but it may result
in shortening terms of particular legislators in extraordinary circumstances.2 For

1 The Department of Law goes on to opine that the LBC has authority, under current law, to
promulgate and apply regulations for truncating terms of elected officials as a condition for approval
of future boundary changes. With that conclusion we disagree. Absent change of composition or
reapportionment, neither of which is present here, the shortening of terms of incumbents is prohibited
by AS 29.20.150 and .230. The ordinary rule following annexation is that ouster of incumbents does
Dot occur, see Jordan v. Reed, discussed above. No one has pointed to any reported case approving
the ouster of elected incumbents as a condition of annexation. The power to shorten incumbent
terms is not implied in the power to approve annexations. The LBC does not have, and should not
assume the power to change the terms of incumbent elected officials as a condition of annexation
unless first granted by statute enacted by the Legislature.

2In ordinary circumstances, reapportionment does not require truncation of terms following
redistricting. Gaona v. Anderson, 989 F.2d 289 (9UCir. 1993), even when the shift of population
into and out of a voting district is greater than 50%, Kentopp v. Anchorage, 652 P.2d 453, 463 and

n. 11 (Alaska 1982).
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instance, one ofthe cases that Egan v. Hammond relied on for that proposition is Moss
v. Burkhart, 220 F. Supp. 149 (D. Oklahoma 1963), affirmed Williams v. Moss, 378
US 558, 84 S. Ct. 1907 (1964). In Moss the misapportionment was so bad that 31% of
the population had the power to elect a majority of the state house. The size of house
districts ranged from 11,700 in population to 62,800, while senate districts ranged in
size from 24,400 to 115,300. Furthermore, the court concluded that this arbitrary and
invidious discrimination was purposeful, and the state legislature essentially refused to
correct it. If the terms of incumbents were not shortened, this discrimination would
continue for many years. In such egregious circumstances it was found necessary to
drastically rearrange voting districts, necessitating the shortening of incumbent terms,
in order to eliminate this clearly unconstitutional apportionment.

There are no such unconstitutional infirmities with the City of Homer voting
procedures. When the annexed territory is included, there will be no voting rights
discrimination against the new residents. See Jordan v. Reed. The power to shorten
terms implied in reapportionment, sometimes necessary to address unconstitutional
voting districts, simply has no application in a case such as this.

The voting rights of those who elected the incumbents to office are entitled to
just as much consideration as the voting rights of those who will be annexed. Indeed,
as concerns their respective rights in elections prior to annexation, the voting rights
belong entirely to those who then resided in the city. The effect of their votes should
never be taken away arbitrarily. Perhaps their rights can be diminished for a
compelling reason, but the only compelling need present in this matter is to maintain
stability in local public affairs. There is nothing present in this case to justify
conditioning annexation on the premature termination of all of Homer's elected

representatives.

IV. Voluntary Resignations of Elected Officials Will Not Result in a
New Election of Council Members, and May Not Result in the
Election of a New Mayor

A vacancy in the office of mayor occurring six months before aregular election
is filled by an appointment by the governing body. A vacancy in this office occurring
more than six months before a regular election is to be filled by special election.
AS 29.20.280(b), and Homer City Code § 1.24.050. Whether by appointment or
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special election, a mayor filling a vacancy will serve only until the next election in
October 2002, when the term ofthe current Homer mayor will expire in any event.

Under both AS 29.20.180 and Homer City Code § 1.24.050, a vacancy in the
office of city council member created by resignation is filled by an appointment made
by the remaining members of the council regardless of when it occurs. If the
membership is reduced to less than a quorum, the remaining members are authorized
to appoint a sufficient number to constitute a quorum. Therefore, a vacancy created
by resignation ofa city council member will be filled by appointment, not election.

The only conceivable way resignations could result in the election of new
council members is if all simultaneously resign with simultaneous effective dates.
This is extremely unlikely to happen, because it would require unanimous agreement
among the council members that this is a good idea. As discussed above, this is not a
good idea. A mass resignation would be dangerous and unwise because it would
cause a destabilization of the local government and public affairs of Homer. There are
very compelling reasons not to do this, but no compelling reasons for it.

In conclusion, prematurely ending the terms of all the incumbent elected
officials as a condition of annexation is unlawful, unnecessary, and unwise. There are
compelling policy and legal reasons why it should not be done. Even without such
drastic action, the new residents of Homer will instantly have an equal vote in all
future elections. Three of the seven elected officials' terms are scheduled to end in
October of this yeai, which quickly gives the new voters a very substantial opportunity
to affect the selection of the mayor and onc-third of the city council. This will be
accomplished in an orderly fashion while the stability of local public affairs is fully
maintained. Both as a legal matter and as a matter of public policy, this is much the

better choice.
As additional resources for your review | am attaching:

1. Memorandum (5 pages) from Marjorie Vandor, Asst. Attorney
General to Commissioner Deborah Sedwick, DCED, December
12,2001, File No. 663-02-0090, Subject: "Authority of Local
Boundary Commission to require truncation of terms of
governing body in annexation proceeding."”
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2. Memorandum (2 pages) from Senator John Torgerson to Tam
Cook, Legal Services, January 2, 2002, Subject: "Legal Opinion
- Annexation Issues."”

3. Memorandum (3 pages) from Tamara Brandt Cook, Director,
Division of Legal and Research Sendees, Legislative Affairs
Agency, to Senator John Torgerson, Senate Community and
Regional Affairs Committee, January 9, 2002, Work Order No.
22-LS1270, Subject: "City of Homer annexation."

Thank you for your careful consideration of the issues addressed in this letter.

Very truly yours,

Gordon J Tans

GJT:qgjt

Attachments

cc: Senators Austerman, Phillips, Lincoln, Kelly and Ward
Representatives Halcro, Scalzi, Murkowski, Guess, Kerttula,
Lancaster and Chenault
DCED - Dan Bockhorst
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MEMORANDUM State of Alaska

b Department of Law
9 "Lk = Ay i T ek J*
To: The Honorablo.Deborah Scdwick date: December 12,2001

Commissioner
Department of Community <t

Economic Development
Fite No.. 663-02-0090

TitLEraoNiNa:  465-3600

pnpMf Marjorie Vandor subject:  Authority of Local Boundary
Assistant Attorney General tCrISrr]rgaq:sésr: %r} %grrr%qsu (I) ;e
C?]overnmental Affairs Section- governing body in annexation
uneau proceeding

You have asked for an opinion from this office as to whether the Local
Boundary Commission (LBC) has the authority to require truncation ofterms of elected
officials of an annexing municipality. And, if so, can the LBC exercise such authority in
the ahort-term absent regulations establishing standards and procedures for truncation of
terms. Inbrief, it is our opinion that the LBC docs not have the authority to require
truncation of terms as a condition of approving a petition for annexation absent
regulations establishing standards and procedures for truncation. However, itis our
opinionthat LBC has adequate constitutional and statutory authority to adopt such
standards. The LBC also can recommend to the annexing city that it consider truncation
ofterms ofthe city council through passage of an appropriate ordinance if the LBC
determines it to be appropriate.

1 Powers ofthe LBC-Annexation Petitions

Under AS 29.06.040, the LBC may consider any proposed municipal
boundary change. The LBC may also amend the proposed change and may impose
conditions on the proposed change. 1fthe LBC determines that the proposed change, as
amended or conditioned if approved, meets applicable standards under the state
constitution and commission regulations and is in the best interests of the state, it may
accept the proposed change. Under AS 44.33.812(a)(2), the LBC is required to adopt
regulations adopting standards and procedures for annexation.1 The current standards for
annexation to cities are set out in 3 AAC 110.090 - 3 AAC 110.150.

1AS 4433.812 (a)(2)readfl: The Local Boundmy Commission shall.. <2) adopt regulations pro'-idin;* standard*
hwl procedures for municipal in corporation, annexation, detachment, merger, consolidation, reclassification, and

dissolution.” (emphaslIB added).
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Re: Authority of LBC to truncate terms

While population ofthe existing city and the territory proposed for
annexation are listed as relevant factors the LBC may consider in annexation
proceedings, there is no criteria in the regulations to guide the LBC as to when it may
condition approval of a city annexation petition on truncation of tenns of the city council
to address an increase in population to the city. Such standards would conceivably
address percentage of increase in population, date of the next general election, number of
council seats up for election based on staggered terras, and whether council members are
elected at-large or by another method (i.e., by district). These are variables which we
believe a court would find should be ekablished in regulation in order to provide the
commission with standards as well as to promote informed, public participation in the

annexation process.
Vi ¢

o v : -

The Alaska Supreme Court while determining that the Local Boundary
Commission enjoys broad discretion with respect to whother it approves of a proposed
boundary change, has also held that development of standards is a precondition to the
commission's exercise of its discretion. United States Smelting, R&M, Co. v. Local
Boundary Com ", 489 P.2d 140,143 (Alaska 1971) (before the commission held hearings
and prior to submitting annexation proposal to legislature, it was obligated to comply
with tiic requirement of (former) AS 44.19.260(aX2)zthat it develop standards for
changing local boundary lines). Conditioning an annexation petition on a requirement
that terms of existing city council members be truncated is a condition that we believe
goes beyond the normal scope of the annexation standards currently considered by the

LBC as set out in its own regtilations.

On the issue ofthe LBC’s broad discretionary powers, you cite several state
reapportionment cases as a potential basis for finding authority of the LBC to require
truncation in the instant proceeding. We have reviewed those cases, but do not believe
that the LBC enjoys the same degree of discretion afforded the governor in
reappropriation of legislative scats. See Qroh v. Egan, 526 F.2d 863 (Alaska 1974); Egan
v. Hammond, 502 P.2d 856 (Alaska 1972). In those cases, wherein the governor's
rcapportionment plan resulted in the truncation of several senate scats, the Court equated
the governor's constitutional authority to reapportion the legislature3and truncate terms
to a regulation adopted under a delegation of authority from the legislature to an
administrative agency to formulate policy and promulgate regulations. Groh, 526 P.2d at
880-1; Egan v. Hammond, 502 F.2d at 873-4. The governor was not required to adopt

2 Now AS 44.33.812(h)(2).
> Former Art. VI, ice*. 3 - 10 ofthe Alastn Canal (amended 1909; governor no longer adopt* plan; current liw

provide* for a plan adopted by a redistricting board conjuring of members appointed by the three branches of
government).
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regulations before exercising his authority under the constitutional provisions providing
the power to adopt a reapportionment plan. In contrast, the LBC is an administrative
agency that has been delegated authority to .adopt regulations lry the legislature and is
actually mandated to do so in certain instances. Seegbg. §me tlng, 489 P.2d at 141-2.
No.v jthstanding the LBC’s constitutional origin, it has been determined by the Alaska
Supreme Court that the LBC’s exercise of discretion in boundary changes must be based
on developed standards as a precondition to exercising its discretion. 10.. We believe a
court would so hold here —that development of standards for determining when
truncation of terms ofa city council is a condition for approving an annexation petition is
prerequisite to exercising such discretion by the LBC.

2. AtlLarge Representation: Power of CityJo Pass Qrdjnance tQ
Trurcate Tenns

The City of Homer, like most first class cities, elects its six council
members on an at-large basis. AS 29.20.130.4 Assuming the annexation petition is
approved, persons residing in the annexed territory will be represented by all members of
the existing Homer city council. Then, in October 2002, based on the current staggered
terms, tire mayor and two council member seats will be up for election.1 At that election,
the people in the annexed territory will have th* opportunity to run for office as well as
vote fox at least three city officials within the fust seven months after annexation is
effective.5 While voters in the annexed territory may be considered to be temporarily
disenfranchised since they did not have the opportunity to vote for any of the current
members of the council, the disenfranchisement is temporary (i.e., 7 months). Further,
considering that all current council members are elected at-large, they will assume the
constituency living in the annexed territory or the effective date ofthe annexation-

In the event truncation remains an issue beyond the LBC proceedings, the
city of Homer has the authority to provide, by ordinance, for election of members other
than on an at-large basis for all members. As 29.20.130. And, the city council may pass
an ordinance to truncate terms of its current council members.6 With the ability ofthe

1AS 29.20.130roads: Each first clats city has a council of six members ©looted by the voters at large. Each second
clast city bus a council of seven members elected by dig voter* st largo, The council ofa ilrsi or second class .hy
may by ordinance provide for election of members other than on at at-large basis for all members.

s |fthe winewtoD petition is approved by the LBC and not disapproved by the Alaska legislature, itwin become
OffocdvemMtech2002. ASZ9.06.04D(b).

*See AS 29.20.15U (term of office); AS 29,35.250 (powers of cities within boroughs); AS 2935,100 (a liberal
construction ahall be given to all powers and functions of ftmunicipality conferred id this tide).
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city to address truncation ofterms at the local level, the LBC may want to recommend
that the city consider adopting such an ordinance, particularly if the approved annexation
results in a substantial increase in population.

Lastly, we are mindful that the Homer city annexation 0petition has the
potential of increasing the population ofthe city by an estimated 56% (ifapproved with
the amount of territory sought in the original petition) or by an estimated 22 % (if
approved with the amount of territory recommended by DCED staffin its preliminary
and final reports). And, while truncation may well be an appropriate tool to apply1
conjunction with substantial population increases resulting from a boundary change, there
are simply no provisions of law or regulation to guide the LBC in making such a
determination. This differs greatly from the municipal charters and state statutes setting
out when reapportionment of assemblies is to occur (AS 29.20.080 - 29.20.120). Yet,
even under an established reapportionment process, the Alaska Supreme Court has
determined that when n governing body is composed of members elected in staggered
terms, the temporary disenfranchisement oftransferred voters is an inevitable
consequence of the reapportionment and this docs not constir-te invidious discrimination
in violation ofthe constitutional guarantee to equel representation. See Kentopp V.
Anchorage, 662 P.2d 453,461 (Alaska 1982) (although a substantial number of
Anchorage voters were transferred into new districts, the resultant temporary
disenfranchisement is, at worst, no greater than that generally imposed on residents who
move into an Assembly district or who become of voting age shortly after on election has
taken place). Further, it has been held that continuity and stability associated with a
staggered schedule of elections, which would be lost if the tenns ofall members were
truncated, supports a decision to reject truncation. |d. at462.

3. Conclusion

In conclusion, it is our opinion that the LBC does not, absent regulations,
have discretionary authority to require truncation of terms of the city council of Homer as
a condition to approving the petition for annexation presontly being considered. Inthe
event the LBC determines that truncation of terras is appropriate, it may recommend to
the city council that it pass an ordinance addressing tho matter, Finally, it is our opinion
that the LBC has the authority to promulgate regulations to establish standards and
procedures dealing with truncation of terms to be applied in future boundary change

petition reviews.

I fyou have questions regarding this advice, please do not hesitate to call,
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cc:  The Honorable Drew Scalzd
Alaska House “Representatives

Dan Bockhorst, Staff (LBC)
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District:

45457 Kenai Spur Hwy. Suite 101A. SoldomaAK 99669
Telephone 907/260-3041 Fax 907/260-3044

Session'
Stale Capitol, Room 427, Juneau, AK 99SOI
Telephone 907/465-2828 Fax 907/465-4779

MEMORANDUM

DATE: January 2, 2002

TO: Tam Cook, Legal Services >
FROM: Senator John Torgers

RE: Legal Opinion - Annexation Issues

The Local Boundary Commission (LBC) has issued a decision on (he City of
Homer's 2000 annexation petition of some 25 square miles - they reduced it to

some 4.5 square miles.
At this point, | have four specific issues which | need clarified.

1 Does the newly adopted language in HB 13 (passed in 2001) apply to this

“detachment"?1
2. When will the City be required to hold elections tc provide representation

for the newly annexed population? 2
3. Is the LBC able to make a determination that will result in a City's
receiving more tax funds than it will expend for services in the new area?3
4, Who is responsible for ensuring that the City of Homer complies with the
service expansions and funding they have proposed to the LBC?

" As background, nole that there are three service areas in the 4.58 detached area. One is a
hospital service area, formed some 30 years ago, that affects all city and non-cily residents in the
lower peninsula. One is a road service area, formed some 20 years ago. The last is a fire
service area, formed in 2000 as a direcl reaclion to the City's annexation petition.

1The population of the annexed area will increase the sire of the municipal pogulatmn by some
2"%. Assuming the Legislative Review process is adopted according lo the LBC determination, |
believe the effective date is immediate. Discussion ol issues like zomng,'planmnq, road
standards, and service provisions y/||IFreslumab|y be undertaken by the City shortly alter ihe
effective dale and without an election for city council, the newly annexed area will nol have had
the opportunity to determine representation. o

3Forexample, assume thal the new area is expected lo generate St.5million in taxes but the
only municipal service that can be provided, roads, is expected to cost only $0.5 million,
generating a net of $1.0 million in prolit to the municipality.

X . Representing The Kenai Peninsula | .
Antarft/M tieu, Cecil ~ Clam Gulcli, Cco/cci*ad,,s c.eumPonl Fnr.Cctch //,« Icllc) llulbul Co. lieu,. Hup, Kuilju.ul co, ~Kachcemls,le
KUV “Lawtivm > Muvir fmi fiunwslil f&phttsk’ aw.vau  Fen Gruham “farina Sc~*nl Stiana Swuatna’ Sturuh ~Sterling vwtunta



MEMORANDUM (-continued)

TO:
FROM:
RE:

Page Two of Two

Tam Cook
Senator Torgerson
Legal Opinion - Annexation Issues

As background information, | am providing these documents:

1

2.

11/7/01 Memorandum from Commissioner Sedwick (hand written
as Legal Request #1) RE: Truncate Terms (5 pages)

12/12/01 Memorandum from AG Marjorie Vandor as response to
above, 5 pages total, (handwritten as Response to ... #1)

11/7/01 Memorandum from Commissioner Sedwick (hand written
as LegalRequest #2) RE: AS 29.35.450(c) (7 pages)

12/12/01 Memorandum from AG Marjorie Vandor as response to
above, 1lpage total, (handwritten as Response to ...ff2)

12/21/01 Letter from Erwin & Erwin RE: AB opinion above, 2 pages

total.
LBC Statement of Decision - 12/26/01 (43 pages)



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

907) 465-3867 or 465-2450 STATE OF ALASKA Stale Capitol
EAX?) 907) 465 2029 _Junoau, Alaska 99801-1182
Moil étop 310) Deliveries lo: 129 6th St., Rm. 329

MEMORANDUM January 9,2002

SUBJECT: City of Homer annexation (Work Order No. 22-LS1270)

TO: Senator John Torgerson, Chair

Senate Community and Regional Affairs Committee

FROM: Tamara Brandt Cook nr/
Director

Along with other materials relating to the proposal, you have supplied me with a
Statement of Decision by the Local Boundary Commission (LBC) in which the LBC has
determined that it will submit a recommendation for the annexation of 4.58 square miles
to the City of Homer to the legislature under Article X, sec. 12 of the state constitution.
You also indicate that the area or portions of the area proposed for annexation are
currently within three service areas: a hospital service area, a road service area, and a fire
service area. The annexed area will increase the size of the city population by about 22
percent. You ask several questions about the proposed annexation.

(1) Does the newly adopted language in HB 13 (passed in 2001) apply to this
"detachment™?

The LBC Statement of Decision notes on pages 41 and 42:

The Commission stipulates that, to the extent the 4.58 square miles
approved for annexation to the City of Homer lies within the Kenai
Peninsula Borough Road Service Area and the Kenai Peninsula Borough
Kachemak Emergency Sendee Area, the annexed territory shall, under
Article X, sec. 12 of the Constitution of the State of Alaska and other
principles of law, be detached from those borough service areas as a result
of annexation of the territory to the City of Homer.

The hospital service area already includes the City of Homer and will, apparently,
continue to function as constituted so does not present an issue.

AS 29.35.450(c) was added by HB 13 (ch. 31, SLA 2001). That subscc'ion prohibits the
alteration of a service area that provides road or fire protection services unless the change
is approved by the voters. However, AS 29.35.450(a) permits a borough to include a city
in a sendee area only if the city agrees by ordinance. Furthermore, the LBC has a
constitutional right to present any proposed local boundary change to the legislature and,



Senator John Torgerson
January 9, 2002
Page 2

therefore, cannot be prevented from proposing the annexation of property that is within a
borough service area to a city. Therefore, | agree with die LBC that, under
AS 29.35.450(a), the Homer annexation will have the affect of removing die annexed
areas from the borough service areas. While the matter has not been considered by a
court, | think that it is more likely that a court would find that AS 29.45.450(c) has no
application when a change to a service area results from an nnncxaUon that is
recommended by the LBC under its constitutional authority, Art. X. sec. 12. This result
serves die purpose articulated under Art. X, sec. | of die slate constitution of providing
for "maximum local self-government with a minimum local government units..." and
appeals to be supported by die reasoning in Fairview Pub. Util. Dist. No. 1v. City of
Anchorage, 368 P.2d 540 (Alaska 1962), appeal dismissed and cert, denied, 371 U.S. 5

(1962).

You suggest that the fire service area was formed in 2000 “as a direct reaction to the
City's annexation petition." If so, that service area was probably invalidly established.
Art. X, sec. 5 states in part: "A new service area shall not be established if, consistent
with the purposes of this article, die new service can be provided by an existing service

area, by incorporation as a city, or by annexation to a city."

(2) When will the City be required to hold elections to provide representation for die
newly annexed population?

There is nodiing in state law that requires special elections as a result of annexation or
that prevents die City from holding elections at the normal dates when the terms of
members of die council expire. AS 29.20.080 sets out a system for reapportioning an
assembly, but it has no application to a city council. It does not even apply to an
assembly if the members arc elected at large radicr than by district. It is possible that a
court would hold that the state or federal guarantee of equal protection requires that a
special election be held, at lenst for those council scats with terms that will not expire
reasonably quickly after the annexation, but this seems unlikely. Note that in the
redistricting context, the Alaska Supreme Court has acknowledged dial equal protection
considerations can be sufficient to justify a decision to truncate terms (Groh v. Egan, 526
P.2d 863 (Alaska 1974) at 881), but the court lias also acknowledged that stability and
continuity may justify a decision not to truncate terms. (Kentopp v. Anchorage. 652 P.2d

453 (Alaska 1982) at 462.)

The federal Voting Rights Act of >965 (42 U.S.C. 1973 ct scq) applies to suites and
subdivisions of states, so it could come into play in some situations involving a municipal
election. However, it appears that even under the Voting Rights Act, truncation of an
existing term of office is not required following redistricting. (Cinona v. Anderson. 989
F.2d 299 (9th Cir. 1993.) Ifredistricting docs not trigger an absolute duty to truncate the
terms of individuals in office under the old districting plan, then it is unlikely that a court
would hold that a municipality is required to truncate terms of council members and hold
special elections because of the addition of population through annexation.



Senator John Torgerson
January 9,2002
Page 3

(3) Isthe LBC able to make a determination that will result in a city receiving more tax
funds than it will expend for the services in the new area?

Tlieie is nothing Hint pievenls such u determination. Under AS 29.15.010 a borough may
levy an nrcawidc tax for areawide functions, a nonarcawidc tax for functions limited to
the area outside cities, and a tax in a service area for functions limited to the service area.
However, a city normally taxes and provides services on a city-wide basis unless it
chooses to use differential tax zones to provide for services not generally provided in the

city. (AS 29.45.580.)

(4) Who is rcsoonsiblc for ensuring that the City of Homer complies with the service
expansions and funding it has proposed to die LBC?

It is not clear that Homer will have a legally binding duty to provide any particular level
ofservices to the area annexed. The LBC Statement of Decision notes at page 21:

The intent of 3 AAC 110.900(a) is to require each petitioner to
demonstrate that it has given forethought to the manner in which it will
extend services to the territory proposed for annexation. It must also
demonstrate the petitioner’s good faith to extend services... While the
nine-page transition plan presented by the City of Homer in its Petition
lacks minutiae regarding the manner in which services are proposed to be
extended, the law does not require a petitioner to provide a detailed
comprehensive plnn for the extension of services. Again, each petitioner
need only provide evidence that it has given forethought to what it mast
do to deliver municipal services to the area proposed for annexation.

Consequently, it will probably be up to die political process in the city itself to ensure
dial services arc provided to the area annexed. Ofcourse, nodiing prevents the LBC from
proposing at a later dale that die annexed area be detached from Homer if it becomes
convinced that the city acted in bad faith in requesting the annexation and diat the area is

not receiving appropriate services.

TBC:pjc
02-009.pjc
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C/IV ofHomer

Homer, Alaska

May 21, 2001

To the Honorable Mayor Jack Cushing,
Members of the City Council,
The Citizens of the City of Homer:

The Comprehensive Annual Financial Report of the City of Homer, Alaska
for the fiscal year ended December 31, 2000, is hereby submitted. To the best of
our knowledge and belief, the enclosed data is accurate in all material respects and
is reported in a manner designed to present fairly the financial position and results
of operations of the various funds and account groups of the City. All disclosures
necessary lo enable the reader to gain an understanding of the City’s financial

activity have been included.

Responsibility for both the accuracy of the data presented, the completeness
and fairness of the presentation, including all disclosures, rest with the City of

Homer.

This report covers all funds and financial transactions of the City of Homer.
The information is presented in four sections: Introductory, Financial, Statistical
and Single Audit. The Introductory Section contains this letter of transmittal,

organizational data of the City and the Tabk of Contents.

The Financial Section contains the independent auditors’ report, the general
purpose fi -'cial statements (which present aggregate data uy fund types and
account groups) together with notes to the financial statements, the combining and

individual funds, account group statements and schedules.



The Statistical Section contains tables that present economic and social data,
financial trends and the fiscal capacity of the City. The statistical data is based on
calendar years beginning with 1991. The City is required to undergo an annual
single audit in conformity with the provisions of the Federal and State Single Audit
Acts. Information related to the single audit, including the auditors’ reports on the
internal controls and compliance with applicable laws and regulations are included

in the Single Audit Section of this report.

THE REPORTING ENTITYAND ITS SER VICES

The City of Homer is a first class General Law City incorporated in 1964
under Title 29 of the Alaska State Statute. City Code establishes a December 31

year-end.

The City includes all funds and account groups in this report. A wide range
of services are provided by the City for the citizens of Homer and surrounding
areas. Some of the services are planning and zoning, docks and small boat harbor,
airport facility, water and wastewater services, library, parks and recreation, police
protection, jail facilities, fire and emergency medical services and general
administrative services. In addition to general governmental activities, the City
provides financial support to certain community service organizations that promote
education, health, recreation and economic stability for the citizens of the

community.

ECONOMIC CONDITIONAND OUTLOOK

Tourism

Homer, “Where the Land Ends and the Sea Begins”, overlooks majestic
Kachemak Bay and has a lot to offer in the way of tourism. Many of our visitors
continue to come from the Anchorage and Mat-Su areas of Alaska, Aiaskans
wanting to get away from the City and visit the real Alaska. Many others come

from locations worldwide.

Tourism in the Homer area has diversified over the past few years, from
fishing charters to offering many environmentally sensitive tour options. These
include ecotours, hiking, kayaking, natural history and environmental tours around
Kachemak Bay, which is one of the richest ecosystems in the world. We’ve seen
an increase in the number of lodges and bed and breakfasts in Homer and the



Kachemak Bay area, and have started to attract a more diverse type of clientele to

our community.

Many marine science organizations are located in Homer. These include,
Kachemak Bay National Estuaries Research and Reserve (KBNERRS), Alaska
Maritime National Wildlife Refuge Headquarters and over the next couple of years
we will see the construction of the U.S. Fish and Wildlife Marine Science Center.

This past year the Chamber of Commerce constructed the new Kachemak
Bay Visitor and Business Resource Center to assist visitors to the Homer area and
provide business counseling and resources to local small businesses.

Each year the City of Homer hosts the Kachemak Bay Shorebird Festival to
celebrate the annual migration of birds through Homer. This is one of the largest
wildlife festival t held in the State of Alaska. During the first two weeks in May of
each year, approximately 100,000 shorebirds pass through Mud Bay; one of the
largest migration points on Alaska’s road system. In addition, bald eagles can be
seen year round with a winter concentration sometimes of more than 100 eagles on

the Homer Spit.

Homer is home to many fine artists whose works are on display and for sale
at the many art galleries around town and at the world-renowned Pratt Museum.
We’re growing as a destination for in-depth art workshops and instructional

programs for performing and visual arts.

Fishing

The Kenai Peninsula supports about 40 percent of the recreational fishing in
Alaska, and much of that activity is centered in the Homer area. The sport fishing
industry around Homer continues to grow each year. The number of charter
operators has stabilized over the last few years but they have diversified and offer
different charter options, from halibut to salmon, from half day to full day or even
two day charters. Through this diversification they continue to bring more and

more people to Homer.

Homer is referred to by many as the ‘Halibut Capital o fthe World.  Sports
fishing really kicks off when the halibut start biting in May of each year. The first
fresh halibut of the year always seems the best. Memorial Day weekend marks
the opening of the summer king salmon fishing and brings out the anglers. For the
last few years we have had a special Winter King Salmon Tournament in March.

viii



Salmon has declined as the main fish sold in the commercial fishing industry
in Homer since the Icicle Seafood fire in 1998. In this same time period the City
has seen an increase of approximately 30% in the landings of Black and Pacific
Cod. The end result is a net increase in the total tonnage of fish over the Homer
dock. 2000 was the sixth year of the IFQ fishery for halibut. Although down
slightly from 1999, Homer was again the number one port in Alaska for
commercial halibut landings with approximately 10.5 million pounds landed.

Deep Water and Pioneer Docks

Presently the Ciiy of Homer has a deep-water dock and a main dock. The
main dock is home to the Alaska Marine Highway System and the U.S. Coast
Guard. A new dock will soon surround the old ‘main’ dock. Designed to replace
the aging timber main/ferry dock, the new facility was bid in the fall of2000 and
the contract was awarded in spring 2001. Construction is targeted for completion
no later than June 2002. This facility will provide preferential berthing for a new,
larger Coast Guard buoy tender and the Alaska Marine Highway System’s ocean
class ferries (Tustumena and Kennicott), as well as general cargo capability.

The main export over the deep-water dock has been wood chips and logs.
Over the last year there has been a drastic drop in the price of these exports and
now that Russia has entered this market, there is even less demand for wood
products. Because of this, activity at the deep-water dock was down in 2000
compared to 1999. Wood chips loading decreased in 2000 from 89,524 bone dry
units [9 ships] to 20,507 bone dry units [3 ships], and log loadouts decreased by
34%, from 19 vessels [26.8 million board feet] to 13 vessels [17.7 million board

feet].

In the fall of 1999 the wood chip company closed due to financial
difficulties. The facilities and operations have been purchased by another local
company and reopened in the spring of2000 under the new management.

Harbor Project

As a result of an agreement with the State of Alaska, the City of Homer has
assumed complete responsibility for the operation of the Harbor. The State made
limited funding available to the City to partially deal with years of deferred State
harbor maintenance which, with City funding, should permit a major overhaul of
the harbor. The scope of the project includes replacing E, F, G, H & | floats,



rebuilding the wooden grid, adding berthing for approximately 130 - 24°to 40°
vessels, an additional 500 feet of transient space and an additional 500 feet of large
vessel berthing. This project has been designed, bid and the contract calls for
construction to start in the late summer/early fall of2001.

Environmental

The spruce bark beetle is changing the landscape in Homer and the
surrounding areas. Spruce trees are being destroyed at an alarming rate by the
beetle. The infested/dead trees are either cut down and harvested or burned. This
infestation reached epidemic proportions about eleven years ago and is becoming
visible in Homer because of the change in the local scenery. The fire danger is
extremely high with the numerous dead or dying trees in the area. The Kenai
Peninsula Borough received a $7 million dollar grant for a spruce bark beetle
project of which a portion of the funds will be spent in the Homer area.

Parks

The past year has brought additions to parks and recreational opportunities
in the Homer area. New playground equipment was installed in the Bayview Park

as part of the continued effort to upgrade the City’s parks facilities. And in the
downtown area the City’s trail system was extended with the addition of Poopdeck
Trail. The Fishing Lagoon Park and RV parking were expanded on the Homer

Spit.

During the next couple of years, the existing 3.5 mile bike path on the
Homer Spit will be expanded from Pier 1 Theater, along the west edge of the
harbor to the end of the Spit at End of the Road Park. Construction has started on
the adult softball complex at Jack Gist Park and should be completed during the
summer/fall of next year. The City of Homer is working with the Skateboard
Association and Hockey Association in hopes of assisting in the creation of

adequate facilities for those activities.

MAJOR INITIATIVES

For the Year

Rate models were developed for the Port and Harbor and the Water and
Sewer funds. This will allow the rates to be adjusted annually, during the budget



process. Annual adjustments will permit the City to recover the cost of the
services and allow planned growth.

The new budget format developed in the fall of 1999 and implemented on
January 1, 2000 has been a success. The budget is now easier to read and
understand. This permits more comprehensive planning by the Council.

The Council adopted a new method of providing funding to area non-profits
by establishing and .unding accounts with the Homer Foundation. While these
grants are designed for operation expense, a portion of the funding must be used as

an endowment.

The City is aggressively moving forward with a new management team, due
to retirements under the State of Alaska retirement incentive program. In the past
two years the City has hired a City Manager, Port & Harbor Director, Fire Chief,
Police Chief, and Library Director. The Finance Director has been on board since

1998.

The voters approved the indefinite extension of a 2% sales tax and
expanded its use from sewer debt payments to be used in the Homer Accelerated
W ater Sewer Project (HASWP) Program. This program is designed to accelerate
the completion of water/sewer projects currently on the books and any future
water/sewer expansion projects. A new HASWP funding formula has been
adopted by the Council which will permit the actual completion of water and sewer
projects that have been approved, but unfunded, for several years

After years of work by the Planning department and many public meetings,
the City completed a major update to its comprehensive plan.

Every computer in the City is now networked providing file sharing, internet
access and e-mail services. Our network system is recognized as a model for other

cities our size.

Permitting, inspections and code enforcement is now being done by the
Public Works Department. Through ajoint effort of Planning, Public Works and
the System Manager’s Office, a GIS system should be operation in 2001. The GIS
system will be a welcomed addition to the City’s long range planning ability and
should permit more projects to be completed ‘in house’ and at a lower cost.



Road projects in the area abound, largely because of initiatives by the City
of Homer. These projects do not just happen, but are the result of a tremendous
amount of follow up work and project monitoring. These projects include the
repaving of East and West Hill Roads, the extension of pavement on West Hill
Road through Skyline Drive to East Hill Road, Kachemak Drive, East End Road to
Kachemak Drive, rebuilding and repaving of Bartlett and Hohe Streets, and the
paving of Ohlson Lane and Bunnell Street. Freight Dock Road will also be rebuilt

this spring.

FINANCIAL INFORMATION

Internal Controls

Management is responsible for establishing and maintaining internal
controls designed to ensure that the assets of the government are protected from
loss, theft or misuse and to ensure that adequate accounting data are compiled to
allow for the preparation of financial statements in conformity with generally
accepted accounting principles. The internal controls are designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept
of ‘reasonable assurance’ recognizes that: 1) the cost of a control should not
exceed the benefits likely to be derived; and 2) the valuation of costs and benefits

require estimates and judgements by management.

Single Audit

As a recipient of federal and state assistance, the City is responsible for
providing an independent audit to ensure compliance with applicable laws and
regulations related to these programs. The reporting entity that is included in our
Comprehensive Annual Financial Report is determined by the criteria set forth in
the Codification of Governmental Accounting and Financial Reporting Standard,
Section 2100. The criteria deals with the City’s responsibility over a governmental
organization and the scope of public service. Based on these criteria, the various
funds and account groups (being all the funds and account groups of the City)
shown in the Table of Contents are included in this report and there are no
component units for which the City has responsibility.

ACCOUNTING SYSTEM AND BUDGETARY CONTROLS

Formal budgetary integration is employed as a management control device
during the year for the General Fund. Capital projects are budgeted on a project



length basis. The objective of these budgetary controls is to insure compliance
with legal provisions embodied in the annual appropriated budget approved by the
Homer City Council. The legal level of control (that is, the level at which
expenditures cannot legally exceed the appropriation) is at the fund level. The City

Council may pass subsequent supplemental appropriations. Activities of the

General Fund and Enterprise Funds are included in the annual appropriating

budget. Appropriations lapse at the end of the year.

The City maintains an encumbrance accounting system as one technique of
accomplishing budgetary control. Open encumbrances are reported as reservations
of the fund balances and are charged to subsequent year appropriations.

The City’s financial records for governmental fund types are maintained on
a modified accrual basis. Revenues and other financial resource increments are
recognized when they become susceptible to accrual. Expenditures are recognized
when the fund liability is incurred except for inventories of materials and supplies,
prepaid insurance, and similar items that may be considered expenditures when
consumed. The City’s Proprietary Funds are accounted for on the accrual basis.
The accrual basis means that financial records are affected when the revenues are

earned and expenses are incurred.

Cash Management

All idle funds are invested according to the investment guidelines
established by the City Council. The City Council is given a monthly report

concerning the current investments of the City.

General Governmental Functions

The following schedule presents a summary of General Fund and Debt
Service Fund revenues for the fiscal year ended December 31, 2000 compared to
the fiscal year ended December 31, 1999, and the amount of percentage of

increases and decreases in relation to the prior year.



Table 1 Increase %

Percent (decrease) Increase
1999 2000 of total from 1999 (decrease)
Property Taxes $ 1,347,712 $ 1,407,579 24.19% $ 59,867 4.44%
Sales Taxes 1,983,089 1,975,109 33.94 (7,980) -0.40
Licenses and Permits 6,887 10,042 0.17 3,155 45.81
Inter-governmental 838,007 781,218 13.42 (56,789) -6.78
Charges for Services 1,161,524 1,326,039 22.78 164,515 14.16
Special Assessments 99,873 85,325 1.46 (14,548) -14.56
Interest Earned 224,492 210,638 3.61 (13,854) -6.17
Fines and Forfeitures 17.108 25,044 0.43 7,936 46.39
$5.678.692 $5.820.994 100.00% $ 142.302 2.50%
Governmental
Revenues
General and Debt Service Funds
, Fines and
Special Interest Earned Forfeitures
Assessments $210,638 $25,044
$85,325
Charges for Property Taxes
Services $1407579
$1,326,039
Inter- . Sales Taxes
governmental | jcense and $1,575,109

$781,218 Permits
$10042



Property taxes reflect the increase in construction and assessed values. The
last few years have seen a definite increase in the building of homes and
businesses. This is now being reflected in the collection of property taxes. With
increased enforcement and the Borough’s upward adjustment of property
appraisals in the fall of 1998, 1999 and 2000, an increase in property tax revenue

was realized.

Each year the City of Homer receives less from the State of Alaska in the
form of revenue sharing. As the State dealt with its budget shortfalls, some
legislators voted to reduce revenue sharing with municipalities to balance their
budget. The impact has hit the local property owner hardest. However, for the first
time in many years the level of funding for the coming year has not been reduced.

Expenditures for governmental purposes totaled $5,665,706 for the year
ended December 31, 2000. The level of expenditures for the year ended December
31, 2000, for major functions of the City of Homer is shown in the following table
and graphs, compared to the year ended December 31,1999.

Percent Increase %

Table 2 of (decrease) Increase
1999 2000 total from 1999 (decrease)

General Gov mment $ 1,421,672 $ 1,449,470 2558% $ 27,798 1.96%
Public Safety 2,608,205 2,043,570 36.07 (564,635) -21.65
Public Works 773,563 691,683 12.21 (81,880) -10.58
Library 284,742 279,252  4.93 (5,490) -1.93
Airport 134,262 132,894  2.35 (1,368) -1.02
Parks and Recreation 217,261 302,097 5.33 84,836 39.05
Community Services - Other 161,884 122,359 2.16 (39,525) -24.42
Debt Service 619.284 644.381 11.37 25,097 4.05



Governmental
Expenditures

General And Debt Service Funds

: Debt Service
Community Svcs.
$644,331

& Other
General

$122.359
arks an -Governmen
Do e §L44G470

Recreation
$302,097
Airé)ort

$132.894'
Librar
$279.252

Public Works

5691,683

Public Safety

043570

Like most cities, the City of Homer is involved in extensive and expensive
litigation over several issues.

There was a substantial change in public safety expenses due to the
following; a one time charge in 1999 of approximately $265,000 for the purchase
of a new rescue vehicle, a reduction in police salaries of $37,423 due to the COPS
grant being discontinued, a one time charge of approximately $93,000 in capital
expense in the jail, a savings of approximately $99,000 due to retirement under the
State’s RIP (retirement incentive program) and realignment of the fire department

XVi



salaries, and another savings in salaries in the Jail of $25,977 due to the State’s
RIP.

Contributions to service organizations is comprised of two parts. The first is
a contribution from the City’s General Fund to the Homer Foundation for
distribution to various non-profit organizations of $100,920 and the second is pass
through funds from the State of Alaska of $8,939 and other donations of $12,500.
Debt service increased due to the payment schedule of some bond payments.

Risk Management

The City undertakes a comprehensive program of risk management
including evaluation of potential risks and exposures on an ongoing basis,
establishment of employee safety programs and maintenance of appropriate levels
of insurance coverage. New OSHA requirements are being met by employee
training programs. Employee training continues both with outside institutions and

in-house programs.

Debt Administration

New debt requires the approval of the City Council. No new bonded debt
was requested. At the end of 2000 indebtedness for all City funds was $8,810,608
as follows: General Obligation Bonds $2,760,000; Revenue Bonds $2,150,000;
Special Assessment Bonds $36,927; Capital Lease Obligations $432,063; and

Notes Payable $3,431,618.

Proprietary Funds

The City of Homer operates e .terprise funds to provide services to the
community. These funds are as follows: water, wastewater and port/harbor.

Internal Service Fund

The self-insurance of health benefits has proved to be beneficial to both the
employees and the City. In 1996 the insurance premiums were lowered 20% and
remained so through 1999. 1998 saw a large increase in medical claims. In 1999
the council returned $126,400 to the insurance reserve fund that was removed from
it in 1995. This allowed the City to hold off a rate increase until FY2000 at which



time the premiums were increased between 2-3%. In January 2000, a new 2-year
contract with our stop loss carrier and claims administrator went into effect. This

new contract included approximately a 15% increase.

General Fixed Assets

The general fixed assets of the City include all public buildings, real
property and the personal property inventory. It should be noted that governmental
accounting for fixed assets is different than that in the private sector. In the
General Fund, depreciation of general fixed assets is not recognized in the City’s
accounting system. The fixed assets are updated and reviewed on a regular basis.

This will change in the future.

OTHER INFORMA TJON

Independent Audit

State Statutes require an annual audit by independent public accountants.
The accounting firm of Mikunda, Cottrell & Co was selected. The auditor’s report
on the general purpose financial statements, combining and individual fund
statements, and schedules are included in the Financial Section of this renort.

Certification of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and
Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting to the City of Homer for its comprehensive annual financial report for

the fiscal year ended December 31, 1999.

In order to be awarded a Certificate of Achievement, a governmental unit
must publish an easily readable and efficiently organized comprehensive annual
financial report, whose contents conform to program standards. Such a report must
satisfy both generally accepted accounting principles and applicable legal

requirements.

A Certificate of Achievement is valid for a period of one year only. We
believe our current report continues to conform to the Certificate of Achievement

Program requirements and we are submitting it to the GFOA.
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Independent Auditor's Report

Honorable Mayor and
Members of the City Council
City of Homer, Alaska

We have audited the accompanying general purpose financial statements of City of Homer, Alaska, as of and for the
year ended December 31, 2000 as listed in the accompanying table of contents. These general purpose financial
statements are the responsibility of the City's management. Our responsibility is to express an opinion on these general

purpose financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a

reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the
financial position of City of Homer, Alaska, as of December 31, 2000, and the results of its operations and the cash
flows of its proprietary fund types and nonexpendable trust fund for the year then ended in conformity with generally

accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our rep,. T dated April 10, 2001, on our
consideration of City of Homer’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in considering the results of our

audit.

Our audit was made for tire purpose of forming an opinion on the general purpose financial statements taken as a whole.
The accompanying Schedule of Expenditures of Federal Awards and Schedule of State Financial Assistance, and the
combining, individual fund, and account group financial statements and schedules listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the general purpose financial statements of
City of Homer, Alaska. The Schedule of Expenditures of Federal Awards is required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Nonprofit Organizations and the Schedule of

State Financial Assistance is required by the State of Alaska Office of Management and Budget. State ofAlaska Audit

Guide and Compliance Supplement for State Single Audits. Such information has been subjected to the auditing

procedures applied r. the audit of the general purpose financial statements and, in our opinion, is fairly presented in all
material respects in idation to the general purpose financial statements taken as a whole.

The other data included in this report, designated as the "statistical section” in the table of contents, lias not been audited

by us and, accordingly, we express no opinion on such data.

April 10,2001

MGGLADREY NETWORK

n Independently Owned Member - -
©Worldv¢\|de SeR/elcesT yrough RSM International Offices:Anchorage, Bethel & Kenai
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GENERAL PURPOSE FINANCIAL STATEMENTS



Assets and Other Debits

Equity in central treasury
Receivables, net:
Taxes
Accounts
Assessments
Accrued interest
Other governments
Other
Due from other funds
Inventory
Prepaid items
Other assets
Restricted assets - equity in central treasury
Bond issuance costs, net
Note receivable
Litigation receivable, net
General fixed assets
Property, plant and equipment, net
Amount available in Debt Service Funds
Amount to be provided for retirement of
long-term debt

Total assets and other debits

CITY OF HOMER, ALASKA

(With Comparative Totals for 1999)

Proprietary

Governmental Fund Types Fund Types
Debt Capital Internal
General Service Projects Enterprise Service
S 1,688,398 211,496 3,203,198 1,063,028 78,859

450,207 130,827 130,827

. 269,224

103,361 72,900 - 283,704

15,981 17,123 96,581

972 99,737 273,582
82,007
368,169

46,044 123,725

103,988 45,089

16,414 75,250

5,818,603

- 74,567

77,859

- 680,170

- 58,785,065

S 2,875,541 284.396 3.450,885 67.797.274 78,859

KSSI

Combined Balance Sheet - All Fund Types and Account Groups
December 31, 2000

Fiduciary

Fund Types

Trust and
Agency

100,430

100,430

Account Groups

General
Fixed
Assets

16,247,897

16,247,897

General
Long-Term
Debt

209,678

3,335,181

3,544,859

Exhibit A-I

Totals
(Memorandum Only)

2000 1999

6,345,409 4,391,664

711,861 742,470
269,224 376,525
459.965 564,978
129,685 97,497
374,291 101,517
82,007 65,336
368,169 445,910
169,769 157,363
149,077 137.093
91,664 91,664
5,818,603 7,075,503
74,567 84,996
77,859 116,788
680,170 736,009

16,247,897 13.031.201
58,785,065 60,146,934
209,678 568,170

3.335.181 3.483,273

94,380.141 92,414,891

MS



Liabilities. Fund Eauitv. and Other Credits

Liabilities:
Accounts payable
Accrued liabilities
Deferred revenues, prepaid rentals and deposits
Due to local agencies
Due to other funds
General obligation bonds
Revenue bonds, net
Special assessment bonds
Capital lease obligations
Retirement incentive program
Notes payable

lotal liabilities

Fund equity and other credits:
Contributed capital, net
Investment in general fixed assets
Retained earnings:
Reserved:
Bond redemption
Debt service and water/sewer construction
Unreserved
Fund balances:
Reserved:
Endowments
Debt service
Inventory, prepaid items and other assets
Unreserved:
Designated for capital projects
Undcsignatcd
Total fund equity and other credits

Total liabilities, fund equity, and other credits

CITY OF HOMER, ALASKA
Combined Balance Sheet -All Fund Types and Account Groups, continued

Governmental Fund Types

General

79,361
172,753
315219

[
166,-146

2,141,762
2,308,208

2,875,541

See accompanying notes to general purpose financial statements.

Debt
Service

1818

72,900

74,718

209,678

209,678

284,396

Capital
Project

180
93
69,311

69,584

3,381,301

3,381,301

3,450,885

Proprietary

Fund Types

Entcmrisc

237537
224,399
4,260,780

368,169

2,070,815

31,270
3431618
10,624,588

50,356,241

367,450

6,448,995

57,172,686

67,797,274

Internal
Service

22,646

78,859

Fiduciary

Fund Types

Trv 'tand
Aecncv

70,995

4,386

75,381

100,430

Account Groups

General General
Fixed Long-Term
Assets Debt
223,880
2,760,000
36,927
432,063
91,989
3544859
16,247,897 -
16,247,897
16,247,897 3544859

Totnls

(Memorandum Only)

2000

375.109
621,125
4718210
25,049
368.169
2,760,000
2,070,815
36,927
432,063
123259
3,431,618
14,962,344

50,356,241
16,247,897

367,450

6,471,641

70,995
209,678
170,832

3,381,301

2,141,762
79,417,797

94,380,141

1999

266,368
653,646
5,059,106
19,476
445910
3,060,000
2,315,106
58,457
591,927
206,990
3,698,167

16,375,153

51,702,140
13,031,201

367,450

1504637
5281821

69,916

568,170
146,356

1,631,493

1,736,554
76,039,738

92414891



Revenues:

Taxes
Licenses and permits
Intergovernmental
Charges for services
Special assessments
Investment income
Fines and forfeitures
Other

Total revenues

Expenditures:

Current:
General government
Public safety
Public works
Library
Airport
Parks and recreation
Community service contributions

Debt service:
Principal retirement
Interest

Capital projects

Total expenditures

Excess of revenues over (under)
expenditures

Other financing sources (uses):
Proceeds from capital lease
Operating transfers from other funds
Operating transfers to other funds

Net other financing sources (uses)
Excess of revenues and other
financing sources over (under)
expenditures and other uses
Beginning fund balances

Residual equity transfer from other fund

Ending fund balances

CITY OF HOMER, ALASKA

Combined Statement of Revenues, Expenditures, and
Changes in Fund Balances - All Governmental Fund Types and Expendable Trust Fund

Year Ended December 31, 2000
(With Comparative Totals for 1999)

Governmental Fund Types

General

S 3,382,688
10,042
781,218
1,326,039
49,289
174,395
25.044

5.748,715

1,449,470
2,043,570
691,683
279,252
132,894
302,097
122,359

159,864
32,746

5,213.935

534,780

(108,700)
(108,700)

426,080

1,882,128

S 2,308,208

Sec accompanying notes to general purpose financial statements.

Debt
Service

321,530
130,241

451,771

(379,492)

21,000

21,000

(358,492)

568,170

209,678

Capital
Projects

741,102

337,959

243,225

29,116
1,351.402

1.050.805
1,050,805

300,597

102,125
(64.4251

37.700

338,297

1,631,493

1,411.511

3.381,301

Fiduciary

Expendable
Trust

3.604
3.604

3,604

3,604

782

4,386

Totals

(Memorandum Only)

2000 1999
4,123,790 4,073,334
10,042 6.887
1,119,177 968,815
1,326,039 1,161,524
85,325 99,873
453.863 318,366
25,044 17,108
32,720 4,654
7.176.000  6,650.561
1.449,470 1.421,672
2,043,570 2,609,205
691,683 773,563
279,252 284,742
132,894 134.262
302,097 217,261
122.359 161,884
481.394 434,081
162,987 185,203
1,050.805 401.237
6.716,511 6.623.110
459,489 27.451
- 264.945
123,125 219,347
(173,125) (395.747)
(50.000) 88.545
409,489 115,996
4,082,573 3,966,577

1.411.511

5,903,573  4.082.573

Exhibil B-I

1



CITY OF HOMER, ALASKA
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual - General Fund
Year Ended December 31,2000

Revenues:

Taxes $

Licenses and permits
Intergovernmental
Charges for services
Special assessments
Investment income
Fines and forfeitures

Total revenues

Expenditures:

Current:
General government
Public safety
Public works
Library
Airport
Parks and recreation
Community service contributions

Debt service:
Principal retirement
Interest

Total expenditures

Excess of revenues over expenditures

Other uses - operating transfers to other funds

Excess of revenues over expenditures
and other uses

Fund balance at beginning ofyear

Fund balance at end of year

See accompanying notes to general purpose financial statements.

7

Budget Actual
3,314,491 3,382,688
5,700 10,042
772,080 781,218
1,459,007 1,326,039
- 49,289
80,000 174,395
25,600 25,044
5,656,878 5,748,715
1,499,072 1,449,470
2,103,890 2,043,570
706,822 691,683
278,785 279,252
130,030 132,894
314,136 302,097
119,805 122,359
158,780 159,864
30,000 32,746
5,341,320 5,213,935
315,558 534,780
(140,000) (108,700)
175,558 426,080
1,882,128
$ 2,308,208

Exhibit C-I

Variance
Favorable
(I'Infavorable)

68,197
4,342
9,138

(132,968)

49,289

94,395
(556)

91,837

49,602
60,320
15,139
(467)
(2,864)
12,039
(2,554)

(1.084)

(2,746)
127,385

219,222

31,300

250,522



Exhibit D-1
CITY OF HOMER, ALAS*LA

Combined Statement of Revenues, Expenses and Changes in
Retained Eamings/Fund Balance -All Proprietary Fund Types
and Nonexpendable Trust Fund
Year Ended December 31,2000
(With Comparative Totals for 1999)

Fiduciary
Fund Type
Proprietary Fund Types  Nonexpen- Totals
Internal dable (Memorandum Only)
Entemrise Service Trust 2000 1999
Operating revenues:
Charges for services S 4,231,366 390,609 - 4,621,975 4,621,178
Investment income and other - - 1.079 1,079 37.088
Total operating revenues 4,231,366 390.609 1.079 4.623.054  4.658.266
Operating expenses:
Operations 2,157,739 525,574 - 2,683,313 2,767,450
Administration 1,279,968 36,259 - 1,316,227 1,448,863
Depreciation 2.612.133 . 2,612,133  2.499.374
Total operating expenses 6.049,840 561,833 . 6.611,673  6.715,687
Operating income (loss) (1,818,474) (171,224) 1,079  (1,988,619) (2.057.421)
Nonoperating revenues (expenses):
Investment income 394,670 7,000 : 401,670 371,502
Penalties and interest 31,646 - - 31,646 40,979
Loss on disposal of property and equipment - - - - (4.168)
Interest expense (380,603) - . (380,603)  (502,093)
Sales tax 741,101 ; ; 741,101 742.534
Miscellaneous 103,558 - 103.558 48,005
Net nonopcraiing revenues (expenses) 890,372 7.000 897,372 696.759
Income (loss) before operating transfers (928,102)  (164,224) 1,079 (1,091,247) (1,360,662)
Operating transfers from other funds 50,000 - - 50,000 186.400
Operating transfers to other funds - - - - (10.000)
Net operating transfers 50,000 : : 50,000 176,400
Net income (loss) (878,102) (164,224) 1,079 (1,041,247) (1,184,262)
Credit arising from transfer of depreciation
to contributed capital 2,139,020 - - 2.139.020 2.017.182
Income (loss) transferred to
retained earnings/fund balance 1,260,918  (164,224) 1,079 1,097,773 832,920

Retained camings/fund balance at beginning of year 6,967,038 186,870 69,916 7,223,824 6,390,904

Residual equity transfer to other fund (1.411,511) (1,411,511)

Retained eamings/fund balance at end of year $ 6,816,445 22,646 70,995 6,910,086  7.223.824

See accompanying notes to general purpose financial statements.
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CITY OF HOMER, ALASKA

Combined Statemenl of Cash Flows -All Proprietary Fund Types
and Nonexpendable Trust Fund
Year Ended December 31,2000

(With Comparative Totals for 1999)

Cash flows from operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash flows from operating activities:

Depreciation

Increase (decrease) in allowance for doubtful accounts
Amortization of deferred lease revenue
Investment income

Litigation settlement
Miscellaneous nonopcrating revenue
Miscellaneous nonopcrating expenses
(Increase) decrease in assets:

Receivables

Inventory

Prepaid items

Litigation settlement receivable
Increase (decrease) in liabilities:

Accounts payable

Accrued liabilities

Prepaid rentals and deposits

Retirement incentive program

Net cash flows from operating activities

Cash flows from noncapital financing activities:
Operating transfers from other funds
Operating transfers to other funds
Residual equity transfers to other funds
Net cash flows from noncapital financing activities

Cash flows from capital and related financing activities:
Principal payments on long-term debt
Interest payments on long-temi debt and interfund borrowing
Acquisition of property, plant and equipment
Decrease in due to other funds
Increase (decrease) in deferred revenue
Increase in contributed capital
Principal collections on special assessments
Penalties and interest on special assessments
Sales tax revenue received
Net cash flows from capital and related financing activities

Cash flows from investing activities:

Investment income received
Payments received on note
Net cash flows from investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Cash and cash equivalents at end of year:
Equity in central treasury

Less that which relates lo Agency Funds and Expendable Trust Funds
Equity in central treasury restricted for debt service and capital projects

See accompanying notes to general purpose financial statements.

S

S

Fiduciary

Proprietary Fund

Entemrise

(1,818,474)

2,612,133
9,536

(18,000)
44,161
90.471

(11.755)

(139,118)

(10,780)
7,262
55.839

122.409
4385
13.899

(22.508)

939.460

50,000

(1.411,511)
(1.361.511)

(521.550)
(383,229)
(1,250,264)
(77,741)
(261,737)
793121
43497
22,756
747.448

(887.699)

388,542
38929
427471

(882,279)
7763910
6,881,631

1,063,028

5.818.603
6.881.631

Non-
Internal expendable
Service Trust

(171,224) 1.079

(145.181) 1,079

7,000

7.000

(138,181)
217,040

78.859

1,079
69,916

70.995

100430

78,859
- (29.435)

78.859 70.995

Exhibit E-I

Totals
(Memorandum
Only)

2(100 1999
(1,988,619) (2,057.421)
2.612,133 2,499,374

9,536 (9.581)

(18.000) (18.000)

- (1.812)
44.161 48.406
90.471 26,149

(11.755) (1.288)
(139.118) 171,332

(10.780) (7.830)

7,262 (2.446)
55,839 52,679
148,452 24.363

4,385 (35.562)
13,899 39.451
(22.508) 53.779
795,358 781.593
50,000 186.400

- (10.000)

(1.411.511) -

(1.361.511) 176.400

(521.550) (562,373)

(383229) (482072
(1250,264)  (316.584)

(77,741)  (217,703)

(261.737)  3596.001

793121 176,203

43497 70273
22.756 25871

747448 724.962

(887.699) 3014578

395542 292831

38929 38929

434471 331.810
(1,019,381) 4,304,381
8050866  3.746.485
7.031485  8,050.866
1,242,317 995,621

(29435)  (20,258)
5818603  7.075503
7.031485  8.050.866
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CITY OF HOMER, ALASKA
Notes to General Purpose Financial Statements

December 31, 2000

Summary of Significant Accounting Policies

Organization and Services Provided
The City of Homer, Alaska was incorporated March 31, 1964 as a first-class city. The City

operates under a Council-Manager form ofgovernment.

The City provides the full range of municipal services as provided for by Alaska Statute.
This includes police and fire protection, ambulance and emergency medical service, water
and wastewater service, library, parks and recreation, public improvements, planning and
zoning, port and harbor, airport facilities, and general administrative services.

Scope and Presentation
The accounting policies of the City conform to generally accepted accounting principles as

applicable to governmental units.

Reporting Entity
The City has reviewed the standards established by the Governmental Accounting Standards
Board (GASB) Statement No. 14, The Financial Reporting Entity, and determined that

the City has no component units as defined in that statement.

The Combined Financial Statements included in this report provide a summary overview of
the financial position of all funds and account groups and of the operating results of all

funds.

Total columns in the general purpose financial statements are captioned (memorandum
only) to indicate that they are presented only to facilitate financial analysis. Data in these
columns do not present financial position, results of operations or cash flows in
conformity with generally accepted accounting principles. Neither are such data
comparable to a consolidation. Interfimd eliminations have not been made in the

aggregation of this data.

Basis of Accounting
The accounts of the City are maintained in accordance with the balanced-fund principle of

accounting, whereby all related assets, liabilities, reserves and equities are segregated into
self-balancing groups for the purpose of accounting for specific activities or attaining
certain objectives in accordance with special resolutions or restrictions.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types are accounted for using a current
financial resources measurement focus. With this measurement focus, only current assets
and current liabilities generally are included on the balance sheet. Operating statements
of these funds present increases (i.e., revenues and other financing sources) and decreases
(i.e., expenditures and other uses) in net current assets.

10



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Summary of Significant Accounting Policies, continued

Proprietary Funds and Fiduciary Fund Type
Proprietary fund types and the Nonexpendable Trust Fund are accounted for on a flow of

economic resources measurement focus. With this measurement focus, all assets and all
liabilities associated with the operation of these funds are included on the balance sheet.
Fund equity (i.e., net total assets) is segregated into contributed capital and retained

earnings components.

Fiduciary fund types are used to account for assets held on behalf of outside parties,
including other governments, or on behalf of other funds within the government. When
these assets are held under the terms of a formal trust agreement, either a Nonexpendable
Trust Fund or an Expendable Trust Fund is used. The terms *“nonexpendable” and
“expendable” refer to whether or not the government is under an obligation to maintain
the trust principal. Agency Funds generally are used to account for assets that the
government holds on behalf ofothers as their agent.

The genera] purpose financial statements of the governmental fund types, Expendable Trust
Fund, and Agency Funds have been presented on the modified-accrual basis of
accounting. Under this method, expenditures or liabilities, other than interest on general
obligation bonds and certain other expenditures are recorded when made or a fund
liability is incurred. Interest on general obligation bonds is recognized when due.
Revenues are recognized in the accounting period in which they become susceptible to
accrual (i.e., both measurable and available). Available means collectible within the
current period or soon enough thereafter to pay current liabilities. Most major revenue

sources are considered susceptible to accrual.

The general purpose financial statements of the proprietary fund types and Nonexpendable
Trust Fund are presented on the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recognized when

incurred.

Fund Accounting
Various funds and account groups are grouped in the general purpose financial statements in

this report as follows:

Governmental Fund Types
General Fund - The General Fund is the general operating fund of the City. It is used to

account for all financial resources except those required to be accounted for in another
fund.

Debt Service Funds - The Debt Service Funds are used to account for the accumulation
ofresources for and the payment of general long-term debt principal, interest and related

costs.



CITY OF HOMER, ALASKA.

Notes to General Purpose Financial Statements, continued

Summary' of Significant Accounting Policies, continued
Fund Accounting, continued

Governmental Fund Types, continued
Capital Project Funds - Capital Projects Funds are used to account for financial

resources to be used for the acquisition or construction of major capital facilities (other
than those financed by the Proprietary Fund Types).

Proprietary Fund Types
Enterprise Funds - Enterprise Funds are used to account for operations that are financed

and operated in a manner similar to private business enterprises where the intent of the
City is that the cost (expenses, including depreciation) of providing goods or services to
the general public on a continuing basis be financed or recovered primarily through user
charges, or where the City has decided that periodic determination of revenues earned,
expenses incurred and/or net income is appropriate for capital ma ntenance, public
policy, management control, accountability or other purposes.

Internal Service Fund - The Internal Service Fund accounts for operations that provide
services to other departments of the City or to other governments on a cost-
reimbursement basis.

Fiduciary' Fund Types - Trust and Agency Funds

The Trust and Agency Funds are used to account for assets held by the City in a trustee
capacity or as an agent for private organizations and other governments. The
Nonexpendable Trust Fund is accounted for in essentially the same manner as
Proprietary Fund Types since capital maintenance is critical. The Expendable Trust
Fund is accounted for on the modified accrual basis of accounting. Agency Funds are
custodial in nature (assets equal liabilities) and do not involve measurement of results of

operations.

Account Groups
Account Groups are used to establish accounting control over the City’s general fixed assets

and general long-term debt. The City uses the following account groups:

General Fixed Assets Account Group
This accounts for all fixed assets of the City other than those accounted for in the

Proprietary Fund Types.

General Long-Term Debt Account Group
This accounts for all long-term debt of the City other than that accounted for in the

Proprietary Fimd Types.



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Summary of Significant Accounting Policies, continued

Budgets and Budgetary Accounting
The City Council is required to pass an appropriation ordinance for the General Fund which

becomes the expenditure budget for the fiscal year. The City Council may pass
subsequent supplemental appropriations which are added to the expenditure budget.
Expenditures may not legally exceed the fund appropriations. The City Manager may
transfer amounts between departments within a fund or between cost centers within a
department’s budget classification. Appropriations on annual budgets lapse at year-end.
The City’s legally prescribed budgetary basis of accounting is consistent with generally
accepted accounting principles and, accordingly, where budgetary data are presented, the
budget and actual information conform to the same basis ofaccounting.

Encumbrance accounting is employed during the year under which purchase orders,
contracts and other commitments for the expenditure of monies are recorded in order to
reserve that portion of the applicable appropriation, as an extension of formal budgetary
integration in the General Fund. Encumbrances outstanding at year-end are reported as
reservations of fund balances and are charged to the subsequent year appropriations.

During 2000, the Council approved budget revisions which increased the General Fund total
appropriation level from $5,263,838 to $5,481,320.

Proprietary Fund Type Accounting
Statement Number 20 of the GASB, Accounting and Financial Reporting for Proprietary

Funds and Other Governmental Entities That Use Proprietary Fund Accounting, requires
following GASB guidance but also allows Proprietary Fund Types to elect either to
follow or not to follow Financial Accounting Standards Board (FASB) statements which
are not in conflict with GASB statements and have been issued subsequent to November
30, 1989. The City has elected to follow only GASB guidance subsequent to November

30,1989.

Cash and Investments
A central treasury is used to account for all the City’s cash and investments to maximize

interest income. Investment earnings are allocated to various funds based on average
central treasury balances.

For purposes of tire statement of cash flows, the City has defined cash and cash equivalents
as the demand deposits and all investments maintained in the central treasury, regardless
of maturity period, since the various funds use the central treasury essentially as a demand

deposit account.

Investments are recorded at fair value.

13



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Summary of Significant Accounting Policies, continued

Property Taxes
Property taxes are a lien on the assessed value of taxable property as of January 1. Pursuant

to Alaska Statute, Title 29.45.240, the City establishes the mill rate levy by June 15. The
City is located within the Kenai Peninsula Borough, which acts as the City’s agent in the
billing and collection of property taxes. Tax bills for one-half of the taxes are mailed
prior to July 1and are payable on August 15; tax bills for the second half of the taxes are
mailed by October 1 and are payable on November 15. City property tax revenues are
recognized in the fiscal year in which they are collectible and available (collected within
sixty days after year-end) to finance expenditures of the fiscal period.

At December 31, the delinquent real and personal taxes not currently available are reflected
as deferred revenues of the General Fund.

Unbilled Service Revenues
Utility revenues are based on cycle billings rendered monthly to customers. As a result of

this cycle billing method, the utilities do not accrue revenues at the end of any fiscal
period for services sold but not billed at such date. The Port of Homer bills annual
moorage charges in advance, which are deferred as unearned revenue at year-end.

Inventory
Inventory of Enterprise Funds are carried at average cost and are charged to expense in

accordance with the consumption method ofaccounting for inventory.

Supplies or materials acquired by Governmental Fund Types are recorded at cost (specific
identification) and are charged as expenditures as used in accordance with the
consumption method of accounting for inventory. Accordingly, reported inventory for
governmental fund types are equally offset by a fund balance reserve.

Prepaid Items
Prepaid items primarily represent costs of insurance and similar services allocated to

succeeding periods and rents paid in advance of the period to which they apply. The
City’s policy is to charge such costs to the period benefited. Accordingly, reported
prepaid items for governmental ftmd types are equally offset by a fund balance reserve.

Property. Plant, and Equipment - Proprietary Fund Types
Property, plant, and equipment are carried at cost. The cost of current repairs and

maintenance is charged to expense, while the cost of betterments is capitalized.

Depreciation is computed on the straight-line method over the estimated economic life of
the assets ranging from three to fifty years.

14



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Summary of Significant Accounting Policies, continued

Fixed Assets
Fixed assets acquired for governmental purposes are accounted for in the General Fixed

Asset Account Group. Public domain “infrastructure” general Fixed assets consisting of
certain improvements other than buildings, including roads, are not reflected in the City’s
General Fixed Asset Account Group. Assets contributed or received as gifts are recorded
at their fair market value at the date of receipt. All other general fixed assets are carried at
historical cost. No depreciation is taken on general fixed assets.

Long-Term Debt
Long-term liabilities expected to be financed from governmental fund types are accounted

for in the General Long-Term Debt Account Group, not in the governmental fund types.
Long-term liabilities, including special assessment bonds used to finance utility
extensions expected to be financed from proprietary fund type operations, are accounted

for in the Proprietary Funds.

Risk Management
The City is exposed to various risks of loss including (a) damage to and loss of buildings

and contents, (b) employee tons, (c) professional liability; i.e., errors and omissions, (d)
workers’ compensation; i.e., employee injuries, and (e) medical insurance costs of

employees.

The City is a member of the Alaska Municipal League Joint Insurance Association (JIA), a
governmental insurance pool established by the Alaska Municipal League. The JIA
provides the City coverage foi property, including building and contents, automobiles,
mobile equipment and data processing equipment; casualty, including general liability,
and public officials, law enforcement professional liability, auto liability and employee
benefit liability; and workers’ compensation, including employer’s liability. In addition,
commercial insurance policies are purchased that transfer the risk of loss, except for
relatively low deductibles for marina keepers legal liability, and underground tank
liability. The City has no coverage for potential losses from environmental damages.

The JIA is a public entity risk pool organized to share risks among its members. The
Association’s bylaws provide for the assessment of supplemental contributions from
members in the e* ..nt that Josses and expenses for any coverage year exceed the annual
contributions and income earned on such contributions for the year. Such supplemental
contributions shall be based upon each member’s deposit contribution in comparison to
the aggregate deposit contributions of all members. The Association made no
supplemental assessments during the year ended December 31, 2000.
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Summary' of Significant Accounting Policies, continued

Risk Management, continued

The JLA provides loss control services and conducts periodic inspections to ensure safe
operations. The Finance Director coordinates risk management activities with the Oiher
City Directors and City Manager. The General Fund Balance is sufficient to meet
potential losses related to the JIA basic core coverage and coverage deductibles.

Accounting for Health Self-Insurance
The City provides health insurance on a self-insured basis up to $15,000 each occurrence or

$335,470 in aggregate for all medical claims during the year. Coverage in excess of these
amounts is insured by a private carrier up to lifetime claims of $985,000 per each
individual. The City contracts with a third-party administrator for health claims
servicing. The City charges each department a premium based on the employees and
their selected coverage. This premium is based on actual claims paid by the City. An
equal amount is recorded as revenue by the Risk Management Internal Service Fund
which is then responsible for paying all claims. The City accrues a liability for claims
incurred but not reported at year-end. A schedule ofthe changes in the claims liability for
the years ended December 31,1999 and 2000 follows:

Balance at Balance at
Beginning Claims Claims End of
of Year Expense Paid Year
1999 health insurance $ 27,546 287,660 285.036 30,170
2000 health insurance $ 30.170 425,292 399.249 56JLL3

Comparative Data
Comparative total data for the prior year have been presented in the accompanying financial

statements in order to provide an understanding of changes in the City’s financial position
and operations. However, comparative data have not been presented in all statements
since their inclusion would make the statements unduly complex and difficult to

understand.
Reclassifications

Certain reclassifications have been made to the 1999 financial statements to make them
comparable with the 2000 presentation.

16



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Stewardship, Compliance and Accountability

A schedule of operating transfers for the year ended December 31,200C, follows:

From Other
Funds
Operating transfers:
General Fund:
Debt Service Fund $ -
Reserve Allocation Capital Project Fund -
Total -
Debt Service Funds from
General Fund 21,000
City Facilities Capital Project Fund:
Sewer Utility Enterprise Fund -
Reserve Allocation Capital Project Fund 14,425
Total 14,425
Reserve Allocation Capital Project Fund:
General Fund 87,700
City Facilities Capital Project Fund -
Total 87.700
Sewer Utility Enterprise Fund from
City Facilities Capital Project Fund 50.000
S 173.125

Cash and Investments

To Other
Funds

21,000
87,700
108,700

50,000

50.000

14,425
14.425

173.125

The City maintains a central treasury that is available for use by all funds. Each fund’s
portion of the central treasury is displayed on the balance sheet as “Equity in central

treasury” or included in “Due to other funds.”

Deposits are categorized below to give an indication ofthe level of risk assumed by the City

at year end.

Category 1- Insured or collateralized with securities held by the City or its agent in the

City’s name.

Category 2 - Collateralized with securities held by the pledging financial institution’s trust

department or agent in the City’s name.



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Cash and Investments, continued
Category 3 - Uncollateralized, including bank balances collateralized with securities held

by the pledging financial institution or by its trust department or agent, but not in the
City’s name.

At December 31, 2000, the City’s deposits are categorized as follows:

Catecorv Bank Carrying

i 2 3 Balance  Amount

Petty cash $ - : - 2,000
Checking accounts 31,760 - - 31,760 (39,746)
Certificates of deposit 168,240 15,412 - 183,652 183,652
Money market account 72.485 56,270 - 128.755 128.755
Totals $ 212A71 21.682 . 344.167  224.661

The City’s investment policy authorizes investment in the following:

1. U.S. Treasury securities;
2. Other obligations ofthe U.S. Government, its agencies and instrumentalities;

3. Repurchase agreements of acceptable securities listed in (1) or (2) above which meet a
margin requirement of 102 %;

4. Units of the Alaska Municipal League Investment Pool;

. Certificates of deposit;

. Uncollateralized deposits to the extent that the deposits are insured by the FDIC or
FSLIC;

. Taxable bonds or notes;

. Commercial paper;

Bankers’ acceptances, and

10. Money market mutual funds.

> o

© © ~

Investments in taxable bonds and notes, commercial paper, or bankers’ acceptances must
meet a minimum rating as determined by Moody’s Investor Services or Standard and

Poor’s.
The Alaska Municipal League Investment Pool is an external investment pool which is not
SEC registered. Alaska Statute 37.23 establishes regulatoiy oversight of the pool. The

law sets forth numerous requirements regarding authorized investments and reporting. At
December 31, 2000, the share value of investments in the AML pool is approximately

equal to fair value.

Investments which are carried at fair value are categorized below to give an indication of the
level of credit risk assumed by the City at year end.

Category 1- Insured or registered, or securities held by the City or its agent in the City’s
name.
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Cash and Investments, continued
Category 2 - Uninsured and unregistered, with securities held by the counterparty’s trust

department or agent in the City’s name.

Category 3 - Uninsured and unregistered, with securities held by the counterparty, or by its
trust department or agent, but not in the City’s name.

At December 31, 2000, the City’s investments are categorized as follows:

Category

1 2 3 Fair Value

Fixed income $ 5,127,989 - - 5,127,989

Commercial paper 355,879 - - 355,879

Government securities 3,715,221 - - 3,715,221
Overnight repurchase

agreement - 156,118 - 156,118

Totals $9.199.089 156,118 - 9,355,207

Alaska Municipal League Investment Pool 2,534,144

Total investments $ .1.1,889,3.51

Restricted Cash
The City maintains bond redemption and reserve accounts as required by the bond

covenants and City ordinances. The City has also restricted funds that are earmarked for
capital projects. The balances in these accounts at December 31, 2000 totaled S5,818,603

and is included in the central treasury.

A reconciliation of cash and investments as shown on the combined balance sheet follows:

Equity in central treasury $ 6,345,409
Restricted assets - equity in central treasury 5,818,603

$ 12.164.012
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Accounts Receivable and Valuation Allowances
The City maintains accounts receivable balances of which a portion is reserved as an
allowance for doubtful accounts. At December 31, 2000, the City’s allowance for

doubtful accounts by fund type were as follows:

General Enterprise
Fund Funds
Receivable account:
Taxes $ 478,356
Accounts - 300,421
Allowance for doubtful accounts (28,149) (31,197)
Net receivables $ 450.207 269.224
Fixed Assets
A summary of changes in general fixed assets follows:
Balance Balance
January 1, December 31,
2000 Additions Deletions 2000
Land and buildings $ 7,277,072 3,228,324 - ' 10,505,396
Improvements other than
buildings 1,799,960 22,709 1,822,669
Machinery and equipment 3.948.419 114.478 148.815 3.914.082
Fixed assets in service 13,025,451 3,365,511 148,815 16,242,147
Construction work in progress 5.750 5.750
$13,011,201 3,365511 148815 16,241.857

A summary of Enterprise Fund property, plant and equipment as of December 31, 2000

follows:
Land and land improvements $ 15,361,280
Equipment and vehicles 4,070,279
Unclassified plant 72.325.544
91,757,103

Total plant in service

134.510.430)

Less accumulated depreciation
57,246,673

Net plant in service

Construction work in progress 1.538.392

Total property, plant and equipment S5.8JS3.Q66



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Fixed Assets, continued
Th Port of Homer Enterprise Fund received a building from the State of Alaska during

1993 in exchange for the use of land by the State Ferry System until the year 2031. The
building houses the Port Maintenance Shop. The value of the building and related

deferred revenue is as follows:

Original cost assigned to building $ 630,000
Revenue recognized (126,000)
S 504.000
Current deferred revenue S 18,000
Noncurrent deferred revenue 486,000
$ 504,000

Depreciation of Enterprise Fund property, plant and equipment is calculated over the
estimated service lives ofthe assets which range as follows:

Service Life
In Years
Water and sewer utility system 40-50
Homer airport terminal building 40
Dock and harbor structures 20-50
Equipment 3-33

No interest was capitalized to construction in 2000.

(6) Changes in Contributed Capital
A summary of changes in contributed capital of the Enterprise Funds for the year ended

December 31,2000 follows:

Balance at Balance at
January 1, December 31,
2000 Additions Deletions 2000
Pori of Homer S37,246,134 478,104 37,724,238
Water Utility 17 479.509 1,093 12,480,602
Sewer Utility 24.461.545 313.924 24.775.469
Total contributed capital S$74.187.188 793.121 74.980.309
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Changes in Contributed Capital, continued

A summary of changes in accumulated amortization of contributed capital follows:

Balance at
January 1,
2000

Port of Homer S 8,114,825

Water Utility 3,231,052

Sewer Utility 11.139.171
Total accumulated

amortization S 22.485.048

Long-Term Obligations

Additions
812,428

189,884
1.136.708

2.139.020

Deletions

Balance at
December 31,
2000

8,927,253

3,420,936
12.275.879

24.624.068

The following is a summary of long-term obligation transactions of the City for the year

ended December 31,2000:

Balance
January 1,
2000

General obligation bonds:
$3,095,000 1998 street and
sidewalk general obligation
refunding bonds, due in annual
installments of $320,000 to
$475,000 plus interest at 4% to

4.375% through January 1,
2008 $3.0,60.0-00

Revenue bonds:
$1,595,000 1998 port revenue
refunding bonds, due in annual
installments of$ 135,000 to
$185,000 plus interest at 4%

to 4.5% through October 1,
2009 $ 1,555,000

22

Additions

Retired

200MQ

130,000

Balance
December 31,
2000

.760.000

1,425,000

%



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Long-Term Obligations, continued

Balance
Januai7 1,
2000
Revenue bonds, continued:
$225,000 1998 water revenue
refunding bonds, due in annual
installments of $55,000 to
$60,000 plus interest at 4%
through October 1, 2003 $ 225,000

$705,000 1998 sewer revenue
refunding bonds, due in annual
installments of $70,000 to
$85,000 plus interest at 4%

to 4.3% through October 1,
2007 625.000

Total revenue bonds $ 2.405.000

Special assessment bonds:
$105,567 1987 street special
assessment bonds, due in
annual installments of $5,280
plus interest at 6.375%
through 2006, with the balance
of $5,247 due in 2007 $ 42,207

$325,000 1990 street and sidewalk
special assessment bonds, due in
semiannual installments of
$16,250 plus
interest at 7.8% through 2000 16.250

Total special assessmentbonds $ 58.457

Capital lease obligations:
Capital lease obligation payable
in various monthly amounts
through 2002, including

interest at 5.82% $264,462
Capital lease obligation payable

inv'i 'jus monthly amounts

including interest at 6.21% 327,465

Total capital lease obligations  $ 591.927

23

Additions

Retired

55,000

70.000

255.000

5,280

16,250

21,510

112,765

47,099

J52,8M

Balance
December 31,
2000

170,000

555.000

36,927

151,697

280,366

4223)&



CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Long-Term Obligations, continued

Balance Balance
January 1, December 31,
2000 Additions Retired 2000

Notes payable:
$5,064,500 1989 Sewer Alaska
Clean Water loan, due in annual
installments of $353,433 including
interest at 2.5% through
September 30,2011 $3,581,379 - 227,620 3,353,759

$117,015 note payable from

Water Enterprise Fund to Sewer

Enterprise Fund, due in annual

installments of $23,403 plus interest

at 5.5% through

January 1,2002 70,209 - 23,403 46,806

$77,631 note payable from
Water Enterprise Fund to Sewer
Enterprise Fund, due in annual
installments of $15,526 plus interest

at 5.5% through
January 1,2002 46,579 - 15,526 31.053

Total notes payable $ 3.698.167 I 266.549 3.431.618
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Long-Term Obligations, continued
The debt service requirements on all of the above obligations follow:

General Special Capital
Year Ending Obligation Revenue Assessment  Lease Notes
December 31. Bonds Bonds Bonds Obligations; Payable Total
2001 $ 435,054 349,284 7,634 189,536 406,340 1,387,848
2002 447254 348,884 7,297 94,420 394,503 1,292,358
2003 453,454 353,084 6.961 33,162 353,433 1,200,094
2004 463,854 286,684 6,624 33,162 353,433 1,143,757
2005 477,866 282,484 6,288 33,162 353,433 1,153,233
2006-2011 980.698 954.481 11.532 107.776  2.120.598 4.180.085

3,258,180 2,579,901 46,336 491,218 3,981,740 10,357,375
Less amount representing
interest 498.180 429.901 9.409 59.155 550.122 1.546.767

$ 2.760.000 2.150.000 36.927  432*063 3.431.618 8.810.608

A summary of changes in the General Long-Term Debt Account Group follows:

Balance Balance
January 1, December 31,
2000 Additions Deletions 2000

Accrued leave $ 187,848 36,032 - 223,880
Capital lease obligations 591,927 - 159,864 432,063
General obligation bonds 3,060,000 - 300,000 2,760,000
Special assessment bonds 58,457 - 21,530 36,927
Retirement incentive program 153.211 - 61.222 91.989

$ 4.051.443 3M 22 542*616 1*544*859
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Long-Term Obligation, continued
The following reconciles total Enterprise Fund debt:

Port of W ater Sewer
Homer Utility Utility Totals
Revenue bonds:
1998 sewer revenue
refunding bonds S - 555,000 555,000
1998 water revenue
refunding bonds - 170,000 - 170,000
1998 port revenue
refunding bonds 1.425,000 - - 1,425,000
Total revenue bonds 1,425,000 170,000 555,000 2,150,000
Less unamortized portion
of deferred loss (54.964)1 (5,999) (18.222) (79,185)
Net revenue bonds 1) OED 164,001 536,778 2,070,815
Notes payable:
Alaska Clean Water loan - - 3,353,759 3,353,759
Notes payable to Sewer
Enteiprise Fund - 77,859 - 77,859
Total notes payable 77.859 77,86833839759 3,431,618
Retirement incentive program 3312210 - - 31,270
Total Enterprise Fund debt $ 1401306 241860 3,890,537 5.533.703

(8)  Revenue Bond Requirements
Certain covenants of the revenue bonds require establishment of bond redemption and bond

reserve accounts. The balances in these accounts are included as restricted cash in the
financial statements.

The Water Utility and Port of Homer revenue bonds require that rates be maintained at a
level that will produce net revenues before depreciation equal to at least 1.25 times the

maximum debt service coming due.
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Revenue Bond Requirements., continued
The Sewer Utility revenue bonds require that rates be maintained at a level that will produce

net revenues before depreciation equal to at least 1.35 times the maximum debt service

coming due.
Port Water Sewer
ofHomer Utility Utility
Operating income before
depreciation $ 299,790 420,342 73,527
Add sales tax revenue dedicated
for debt service 741.101
Available for debt requirement 299,790 420,342 814,628
Requirement (243.645) (80.000) (129.016)
Excess of revenue over
S 56,145 3,40,342 685.612

requirement

(9  Segment Information
The City maintains three Enterprise Funds which provide port and harbor, water, and sewer

services. Selected segment information for the year ended December 31, 2000, follows:

Port Water Sewer
ofHomer Utility Utility
Operating revenues $2,172,072 1,160,476 897,818
Operating expenses before depreciation 1,873,282 740,134 824,291
Depreciation 990,039 349,819 1,272,275
Operating income (loss) (690,249) 70,523  (1,198,748)
Net income (loss) (481,572) 58,098 (454,628)
Current capital contributions 478,104 1,093 313,924
Property, plant and equipment additions 525,809 179,804 544,651
Working capital (deficiency) (4,099,385) 581,013 585,126
Total assets 39,144,729 10,123,165 18,529,380
Long-term debt 1,425,000 247,859 3,908,759
32,875,175 9,740,645 14,556,866

Total equity
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CITY OFHOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Defined Benefit Pension Plan

Description of Plan
The City participates in the Public Employees’ Retirement System (PERS), an agent

multiple employer plan which covers eligible State and local government employees.
The plan was established and is administered by the State of Alaska to provide pension,
postemployment healthcare, death, and disability benefits. Benefit and contribution
provisions are established by State law and may be amended only by the State

Legislature.

The plan is included in a comprehensive annual financial report that includes financial

statements and other required supplemental information. The report is available at the
following address:

Department of Administration
Division of Retirement and Benefits
P.O. Box 110203

Juneau, AK 99811-0203

Funding Policy
For PERS, employees are required to contribute 6.75% (7.5% for peace officers and

firefighters) of their annual covered salary. Under the plan, the funding policy provides
for periodic employer contributions at actuarially determined rates that, expressed as a
percentage of annual covered payroll, are sufficient to accumulate sufficient assets to
pay both pension and postemployment healthcare benefits when due. The City’s
contribution rate for PERS for 2000 follows:

January 1 July 1to
to June 30 December:
Pension i.46% 3.35%
Postemployment
healthcare 57% 1.31%
Total contribution rate 2.03% 4.66%

Under the plan, employer contribution rates are level percentages of payroll and are

determined using the projected unit credit actuarial funding method. The plan uses the
level dollar method to amortize the unfunded liability over an open, rolling twenty-five
year period. Funding surpluses are amortized over five years.
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Defined Benefit Pension Plan, . mtinued

Annual Pension Cost
For the year ended December 31, 2000, the City’s annual pension cost of $121,762

for PERS was equal to its required and actual contributions.

The required contribution was determined as part of the June 30, 1997 actuarial valuation.
The significant actuarial assumptions used in the valuation of the plan follow:

1 Investment return of 8.25% per annum, compounded annually, net of expenses;

2. Projected salary increases of 5.5% for the first five years of employment and 4.5%
per year thereafter;

3. Health cost inflation 0f 6.5% in 1998, decreasing to 5.5% in 1999 and thereafter;

4. Total inflation, as measured by the Consumer Price Index for urban and clerical

workers for Anchorage, is assumed to increase 4% annually; and
5. Asset valuation - assets are valued at fair value; the asset valuation method
recognizes 20% of the investment gain or loss in each of the current and preceding

four years.

Three-year trend information for PERS follows:

Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
December 31, 1998  $114,084 100% $-
1999 66,163 100%
2000 121,762 100%
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Defined Benefit Pension Plan, continued
A schedule of funding progress for PERS follows:

Unfunded
(Assets in
Excess of)
Unfunded Liability as
Actuarial Actuarial Actuarial (Assets in Percentage
Valuation Value of Accrued Excessof) Funded Covered ofCovered
Date Assets Liability Liability Ratio Payroll Payroll
June 30, 1997:
Pension $ 11,257,000 $9,210,000 $ (2,047,000) 122% $3,085,000 (66%)
Postemployment
healthcare 4,195,000 3,433,000 (762,000) 122% 3,085,000 (25%)
June 30, 1998:
Pension 11,981,000 10,337,000 (1,644,000) 116% 3,339,000 (49%)
Postemployment
healthcare 4,449,000 3,839,000 (610,000) 116% 3,339,020 (18%)
June 30, 1999:
Pension 13,256,000 11,433,000 (1,823,000) 116% 3,225,000 (57%)
Postemployment
healthcare 5,374,000 4,636,000 (738,000) 116% 3,225,000 (23%)

(11) Accrued Leave
Accrued leave is recorded in the year earned in the Enterprise Funds. Accrued leave
estimated to be paid with current available resources is recorded in the General Fund.
The portion to be paid from future resources of the General Fund is recorded in the
General Long-Term Debt Account Group. The City’s policy is to make no distinction
between vacation and sick leave as accruedleave includes both typesof leave.

A summary of the change in long-term accrued annual leave follows:

Balance at January 1,2000 $ 187,848
Increase 36,032
Balance at December 31, 2000 S 223,880
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(13)

(14)

CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

Deferred Compensation Plan
The City offers its employees a deferred compensation plan created in accordance with

Internal Revenue Code Section 457. The deferred compensation plan permits all
employees to defer a portion of their salary. The deferred compensation is not available
for distribution to employees until termination, retirement, death or unforeseeable

emergency.

The City has amended its deferred compensation plan in accordance with changes in the
Internal Revenue Code. These new provisions require that ail assets and income of the
plan be held in trust for the exclusive benefit of participants and their beneficiaries.

Retirement Incentive Program
The City has elected to participate in the Public Employees’ Retirement System retirement
incentive program. The total payable to the State of Alaska at December 31, 2000 is

5123,259 and is payable over the next two years.

Contingencies

Litigation

On January 14, 2000, a stevedoring company sued the City ofHomer, the City Manger, and
the City Harbormaster. The complaint seeks declaratory relief concerning rights under a
port terminal use peimit issued by the City of Homer, and further seeks damages and a
refund of certain payments made to the City pursuant to that permit. The plaintiffs
complaint alleges damages in excess 0f 5100,000. The City ofHomer counterclaimed for
breach of contract and breach of the covenant of good faith and fair dealing, alleging
damages in excess of 5200,000. Subsequently, in discovery, the stevedoring company
increased its claim for alleged damages against the City to 51,000,000 or more.
Regardless, the City’s management intends to vigorously contest the matter. The suit is

set for trial in Anchorage on November 19,2001.

The City is involved in various claims and pending litigation as part of the normal course of
its activities. In the opinion of management, the disposition of these matters is not
expected to have a material adverse effect on the City’s financial statements.

Grants
Amounts received or receivable from grantors are subject to audit and adjustment by the

grantor agencies. Any disallowed claims, including amounts already collected, would
become a liability ofthe General Fund or other applicable fund.
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CITY OF HOMER, ALASKA

Notes to General Purpose Financial Statements, continued

(15) Litigation Settlement
On January 25, 1988, the City agreed on a settlement of the Tippetts-Abbott-McCarthy-

Stratton (TAMS) litigation with the following terms:

1. The City paid TAMS $300,000 for engineering services provided to the City. The
final payment was made for their services in 1999.

2. TAMS paid the City $500,000 upon execution of the settlement and is paying
$100,000 per year for twenty-one years.

(16) Port ofHomer Enterprise Fund
During 1999, the State of Alaska transferred all of its remaining interest in harbor assets to

the City ofHomer. The estimated fair value of these assets at the time of the transfer was
$1,606,450 and has been included in the Port ofHomer Enterprise Fund property, plant
and equipment and contributed capital.

In addition, the City received a grant of $3,587,373 from the State to perform repairs and
renovations to the facilities. At December 31, 2000, $3,334,264 of the amount remained
unexpended and is included in deferred revenue in the Enterprise Fund.

(17)  Commitments
On March 12, 2001, the City accepted a $10,880,000 bid from a construction company for

the Kachemak Bay Multipurpose Ocean Dock project. Work is scheduled to start in the
summer 0f2001.
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GENERAL FUND

The General Fund accounts for the financial operations of the City of Homer which are not
accounted for in any other fund. Principal sources ofrevenues are sales tax, property taxes, charges
for services, and intergovernmental revenues. Primary expenditures in the General Fund are for
general government, public safety, and public works.
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Exhibit F-1

CITY OF HOMER, ALASKA
General Fund
Balance Sheet
December 31, 2000
(With Comparative Amounts for 1999)

Assets 2000 1999
Equity in central treasury 1,688,398  1.272,271
Receivables:
Property taxes - delinquent 126,401 129,177
Less allowance for doubtful accounts (28,149) (32,553)
98,252 96,624

Net property taxes receivable
351,955 371,498

Sales tax

Assessments 103,361 127,262

Accrued interest 15,981 7,044

State of Alaska 972 53,277
82,007 65,336

Other
Total receivables 652,528 721,041

Due from other funds 368,169 445910

Inventory 46,044 44,418
Prepaid items 103,988 84,742
16,414 16.414

Other asset
Total assets 2,875,541 2,584,796

Liabilities and Fund Balance

Liabilities:

Accounts payable 79,361 115,861
Accrued payroll and employee benefits 147,356 161,109
Accrued leave 25,397 69,249
Deferred revenue 309,646 349,830

5,573 6,619

Deposits

Total liabilities 567,333 702,668

Fund balance:

Reserved for inventory, prepaid items and other asset 166,446 145,574

2,141,762 1,736,554

Unreserved and undesignated
2,308,208 1,882,128

Total fund balance

Total liabilities and fund bhalance 2,875,541 2,584,796
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Exhibit F-2

CITY OF HOMER, ALASKA
General Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance
Year Ended December 31,2000
(With Comparative Amounts for 1999)

2000 1999
Revenues:
Taxes 3,382,688 3,330,801
Licenses and permits 10,042 6,887
Intergovernmental 781,218 838,007
Charges for services 1,326,039 1,161,524
Special assessments 49,289 29,889
Investment income 174,395 160,919
Fines and forfeitures 25,044 17,108
Total revenues 5,748,715 5,545,135
Expenditures:
Current:
General government 1,449,470 1,421,672
Public safety 2,043,570 2,608,205
Public works 691,683 773,563
Library 279,252 284,742
Airport 132,894 134,262
Parks and recreation 302,097. 217,261
Community service contributions 122,359 162,884
Debt service on capital leases:
Principal retirement 159,8 4 131,301
Interest 32,746 26,528
Total expenditures 5,213,935 5,759,418
Excess of revenues over (under) expenditures 534,780 (214,283)
Other financing sources (uses):
Proceeds from capital lease 264,945
Operating transfers from other funds 10,000
Operating transfers to other funds (108,700)  (373,022)
Net other financing sources (uses) (108,700) (98,077)
Excess of revenues and other financing sources over
(under) expenditures and other uses 426,080  (312,360)
Fund balance at beginning of year 1,882,128 2,194,488
2,308,208 1,882,128

Fund balance at end of year
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Revenues:
Taxes:
Property tax
Salestax
Penalties and interest

Total taxes
Licenses and permits

Intergovernmental:
Shared revenue
Safe communities
Utility cooperative
Alcohol beverage license
Public safety
Library grant
Public’works
Reimbursements
Other grants

Total intergovernmental

Charges for services:
Administrative services
Ambulance services
Fire contract
Camping fees
Rents and leases
Donations
Airport services
Miscellaneous services

Total charges for services

Special assessments
Investment income
Fines and forfeitures

Total revenues

CITY OF HOMER, "LASKA

General Fund

Statement of Revenues, Expenditures and
Changes in Fund Balance -Budget and Actual

Year Ended December

2000

(With Comparative Amounts for 1999)
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CITY OF HOMER, ALASKA

General Fund

Statement of Revenues, Expenditures and

Changes in Fund Balance - Budget and Actual, continued

Budget
Expenditures:
General government:
City council/mayor:
Salaries and benefits $ 4,600
Supplies 5,500
Other services and charges 197,100
Capital outlay -
Total City council/mayor 207,200
City clerk:
Salaries and benefits 117,950
Supplies 1,900
Other services and charges 17,146
Capital outlay -
Total City clerk 136,996
City manager:
Salaries and benefits 224,964
Supplies 4,500
Other services and charges 20,044
Capital outlay 8,300
Total City manager 257,808
Financial services:
Salaries and benefits 501,820
Supplies 15,267
Other services and charges 74,628
Capital outlay
Total financial services 591,715
Planning and zoning/property management:
Salaries and benefits 135,578
Supplies 3,000
Other services and charges 14,600
Total planning and zoning/
153,178

property management
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2000

Actual

4,719
4,156
209,736

218,611

122,884
1,843
14,461

139,188

198,345
4,563
15,783
4,514

223,205

486,838
14,263
63,931

565,032

111,955
2,434
12,999

127,388

Exhibit F-3. continued

Variance
Favorable
(Unfavorable)

(119)
1,344
(12,636)

(11,411)

(4,934)
57
2,685

(2,192)

26,619

(63)
4,261
3,786
34,603

14,982
1,004
10,697

26,683

23,623
566
1,601

25,790

1999

Actual

4,186
9,048
189,576
693

203,503

112,762
3,227
25,591
4,684

146,264

235,056
3,043
20,118
10,808

269,025

397,546
22,520
41,660

7,609

469,335

136,668
1,711
14,228

152,607
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Exhibit F-3, continued

CITY OF HOMER, ALASKA
General Fund
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual, continued

2000
Variance
Favorable
Budeet Actual (Unfavorable)
Expenditures, continued:
General government, continued:
City hall complex:
Supplies 13,000 8,094 4,906
Other services and charges 139,175 167,952 (28,777)
Capital outlay
Total City hall complex 152,175 176,046 (23,871)
Total general government 1,499,072 1.449,470 49,602
Public safety:
Police department:
Salaries and benefits 1,037,636 1,013,605 24,031
Supplies 28,800 25,443 3,357
Other services and charges 145,570 148,441 (2,871)
Capital outlay 223 (223)
Total police department 1,212,006 1,187,712 24,294
DWI enforcement grant:
Salaries and benefits 26,053 20,564 5,489
Capital outlay 3,389 2,737 652
Total DWI enforcement grant 29.442 23,301 6,141
COPS grant - salaries and benefits
Law enforcement block grant - salaries and benefits
Jail:
Salaries and benefits 261,002 275,643 (14,641)
Supplies 21,440 14,822 6,618
Other services and charges 23,850 26,105 (2,255)
306,292 316,570 (10,278)

Total jail
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1999

Actual

19,262
156,884
4,792
180,938

1,421,672

1,018,595
36,651
176,311
93.013

1,324,570

12,400
344

12,744

37,423

1,634

302,400
18,588
21,559

342,547



Exhibit F-3. continued

CITY OF HOMER, ALASKA
General Fund
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual, continued

2000
Variance
Favorable
Budget Actual (Unfavorable)
Expenditures, continued:
Public safety, continued:
Animal control:
Supplies 5,000 4,401 599
Other services and charges 42,642 43,911 (1,269)
Total animal control 47,642 48,312 (670)
Emergency services:
Salaries and benefits 307,548 250,652 56,896
Supplies 35,795 34,827 968
Other services and charges 161,665 178,704 (17,039)
Capital outlay 3,500 3,492 8
Total emergency services 508,508 467,675 40,833
Total public safety 2,103,890 2,043,570 60,320
Public works:
Administration:
Salaries and benefits 124,367 95,711 28,656
Supplies 4,500 4,572 (72)
Other services and charges 38,920 41,901 (2,981)
Capital outlay 2,500 2,642 (142)
Less amounts allocated to other departments (29,000) - (29,000)
Total administration 141,287 144,826 (3,539)
Maintenance:
Salaries and benefits 106,878 98,135 8,743
Supplies 11,800 12,372 (572)
Other services and charges 69,550 52,034 17,516
Capita' outlay 13,000 12,962 38
Less amounts allocated to other departments (81,000) (56,136)  (24,864)
120,228 119,367 861

Total maintenance

1999

Actual

6,942
48,332

55,274

349,717

37,006
170,823
276,467

834,013

2,608,205

94,339
3,871
42,253
2,773

143,236

158,036
19,884
59,880

5,020

(62,926)

179,894



Exhibit F-3. continued

CITY OF HOMER, ALASKA
General Fund
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual, continued

2000
Variance
Favorable
Budget Actual (Unfavorable)
Expenditures, continued:
Public works, continued:
Streets:
Salaries and benefits 145,949 146,481 (532)
Supplies 68,500 58,699 9,801
Other services and charges 30,700 27,183 3,517
Capital outlay 7,500 5,933 1,567
Total streets 252.649 238,296 14,353
Motor pool:
Salaries and benefits 95,515 111,728 (16,213)
Supplies 25,500 31,993 (6,493)
Other services and charges 58,200 60,008 (1,808)
Capital outlay
Less amounts allocated to other departments (34,000) (52,390) 18,390
Total motor pool 145,215 151,339 (6,124)
Engineer/inspector:
Salaries and benef’ts 40,893 33,127 7,766
Supplies 1,650 4,180 (2,530)
Other services and charges 4,900 548 4,352
Total engineer/inspector 47,443 37,855 9,588
Total public works 706,822 691,683 15,139
Library:
Salaries and benefits 222,379 220,014 2,365
Supplies 13,200 13,586 (386)
Other services and charges 40,706 43,814 (3,108)
Capital outlay 2,500 1,838 662
Total library 278,785 279,252 (467)
Airport:
Supplies 8,500 13,266 (4,766)
Other services and charges 121.530 119,628 1,902
130,030 132,894 (2,864)

Total airport

41

1999

Actual

133,161
77,800
41,678

4,921

257,560

84,916
27,757
79,246
1,550
(32,534)
160,935

23,906
2,971
5,061

31,938

773,563

205,563
12,556
45,867
20,756

284,742

260
134,002
134,262



Exhibit F-3. continued

CITY OF HOMER, ALASKA
General Fund
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual, continued

2000 1999
Variance
Favorable
Budget Actual (Unfavorable! Actual
Expenditures, continued:
Parks and recreation:
Salaries and benefits $ 141,206 145,933 (4,727) 113,508
Supplies 22,900 16,024 6,876 4,127
Other services and charges 146,530 139,260 7,270 65,641
Capital outlay 3,500 880 2,620 33,985
Total parks and recreation 314,136 302,097 12,039 217,261
Community service contributions:
Hospice ofHomer - 1,277 (1,277) 1,436
Council on Alcoholism 1,277 1,277 - 1,436
Mental health program - 1,277 (1,277) 1,436
South Peninsula Women's Services 1,277 1,277 - 1,436
Kachemak Bay Family Planning 1,277 1,277 - 1,436
Museum 5,000 5,000 - 108,300
Homer Senior Citizens 1,277 1,277 - 1,436
Homer Friendship Center 1,277 1,277 - -
South Peninsula Hospital 2,500 2,500 - -
Homer Foundation Non-Profit 100,920 100,920 - -
Homer Head Start 5,000 5,000 - 5,000
Chamber of Commerce - - - 25,000
Friendship Center - - - 1,436
Art Council - - - 4,500
Kachemak Ski Club - - - 1,532
Bunnell Street Gallery - - - 1,500
Homer Food Pantry - - - 2.000
Snowmads Snowmachine Club - - - 1,500
Nordic Ski Club - - - 2,500
Total community service contributions 119,805 122,359 (2,554) 161,884
Debt service on capital leases:
Principal 158,780 159,864 (1,084) 131,301
Interest 30,000 32,746 (2,746) 26,528
188,780 192,610 (3,830) 157,829

Total debt service

Total expenditures 5,341,320 5,213,935 127,385 5,759,418

Excess of revenues over (under) expenditures 315,558 534,780 219,222 (214,283)
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Exhibit F-3. continued

CITY OF HOMER, ALASKA
General Fund
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual, continued

2000 1999
Variance
Favorable
Budget Actual  (Unfavorable)  Actual
Other financing sources (uses):
Proceeds from capital lease $ - - 264,945
Operating transfers from other funds - - = 10,000
Operating transfers to other funds (140,000) (108,700; 31,300 (373,022)
Net other financing sources (uses) (140,000) (108.700) 31,300 (98,077)
Excess of revenues and other financing sources
over (under) expenditures and ether uses $ 175.558 426.080 250.522 (312,360)
Fund balance at beginning ofyear 1.882,128 2.194,488

Fund balance at end of year $ 2.308,208 1.882,128



DEBT SERVICE FUNDS

These funds are established to account for the accumulation and disbursements of monies needed to
comply with the interest and principal redemption requirements of general obligation and special

assessment bonds.

1987 Rangevievv Special Assessment Bonds - This fund accounts for the 1987  treet special
assessment bonds. Financing is provided by special assessments levied against benefited property.

General Obligation Bonds and 1990 Special Assessment Bonds - This fund accounts for the
following bond issues:

1990 Special Assessment Bonds

1998 General Obligation Refunding Bonds



CITY OF HOMER, ALASKA
Debt Service Funds
Combining Balance Sheet
December 31,2000
(With Comparative Totals for 1999)

Assets
Equity in central treasury
Assessments receivable:

Current
Deferred

Total assets

Liabilities and Fund Balances

Liabilities:
Accounts payable
Deferred revenues
Total liabilities

Fund balances - reserved for debt service

Total liabilities and fund balances

General

Obligation

1987 Bonds and
Rangeview 1990
Special Special

Assessment  Assessment
Bonds Bonds

$ 22,884 188,612

3,394 20,820

12,865 35,821

$ 39,143 245,253

- 1,818

16.259 56.641

16,259 58,459

22,884 186,794

$ 39,143 245,253

Totals
2000

211,496

24,214
48,686

284,396

1,818
72.900
74,718

209,678

284,396

1999

568,825

28,904
81,611

679,340

655
110.515
111,170

568,170

679,340



Exhibit G-2

CITY OF HOMER, ALASKA
Debt Service Funds
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Year Ended December 31, 20C0O
(With Comparative Totals for 19991

General
Obligation
1987 Bonds and
Rangeview 1990
Special Special
Assessment  Assessment Totals
Bonds Bonds 2000 1999
Revenues:
Special assessments 1,318 34,718 36,036 69,984
Interest 771 35,472 36,243 63,573
2,089 70,190 72,279 133.557

Total revenues

Expenditures:

Debt service:
Principal retirement 5,280 316,250 321,530 302,780
2,691 127,550 130,241 158.675

Interest
Total expenditures 7,971 443,800 451,771 461,455

Excess of revenues over (under) expenditures (5,882) (373,610)  (379,492)  (327,898)

Other financing sources - operating transfers
from other funds 21,000 21,000 35,709
Excess of revenues and other financing sources

over (under) expenditures (5,882) (352,610)  (358,492) (292,189)

Fund balances at beginning of year 28,766 539,404 568,170 860.359



CAPITAL PROJECT FUNDS

Capital Project Funds are established to account for the financial resources expended to acquire or
construct major capital assets of a relatively permanent nature. Such financial resources include
grants, contributions, bond proceeds, and operating transfers from other funds.

Capital Project Funds provide a formal mechanism to ensure that revenues dedicated to a certain
project are used only for that project and enable the City administration to report to grantors of
Capital Project Fund revenue that their requirements regarding the use of the revenues are fully

saf'sfied.

City Facilities - This fund accounts for capital improvement projects for buildings and other
facilities.

Streets and Sidewalks - This fund accounts for capital improvement projects for streets and
sidewalks.

Reserve Allocation - This fund accounts for the accumulation of capital to purchase equipment.
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CITY OF HOMER, ALASKA

Assets

Equity in central treasury

Sales tax receivable

Accounts receivable:
Federal government
State of Alaska
Accrued interest

Total assets

Liabilities and Fund Balances

Liabilities:
Accounts payable
Accrued liabilities
Deferred revenue

Total liabilities

Fund balances - unreserved - designated
for capital projects

Total liabilities and fund balances

Capital Project Funds
Combining Balance Sheet

December 31, 2000
(With Comparative Totals for 1999)

City
Facilities

$ 1,548,489

79,661
20,076
12,557

$ 1,660,783

37
69,311

69,348

1,591,435

$ 1,660,783

Streets
and
Sidewalks

1,062,651
130,827

1,193,478

104
56

160

1,193,318

1,193,478

Reserve
Allocation

592,058

4,566

596,624

76

76

596,548

596,624

Exhibit H-I

Totals
2000 1999
3,203,198 1,554,947
130,827 137,174
79,661 7,674
20,076 3,867
17,123
3,450,885 1,703,662
ISO 4,554
93 2,091
69,311 65,524
69,584 72,169
3,381,301 1,631,493
3,450.885 1.703,662



Exhibit H-2

CITY OF HOMER, ALASKA
Capital Project Funds
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balances
Year Ended December 31,2000
(With Comparative Totals for 1999)

Streets
City and Reserve Totals
Facilities Sidewalks AHacation 2000 1999
Revenues:
Sales tax $ 741,102 741,102 742,533
Intergovernmental 337,959 337,959 130,808
Investment income 119,229 84,870 39,126 243,225 93,874
Other 29,116 29,116 3,011

Total revenues 486,304 825,972 39,126 1,351,402 970,226

Expenditures - capital projects 391,637 567,656 91,512 1,050,805 401,237

Excess of revenues over (under) expenditures 94,667 258,316 (>2,386) 300,597 568,89

Other financing sources (uses):

Operating transfers from other funds 14,425 - 87,700 102,125 173,638
Operating transfers to other funds (50,000) (14,425) (64,425) (22,725)
Net other finanr ” sources (uses) (35.575) y 73,275 37,700 150,913

Excess of revenues and other financing
sources over expenditures

and other uses 59,092 258,316 20,889 338,297 719,902

Fund balances at beginning of year 120,832 935,002 575,659 1,631,493 911,591

Residual equity transfer from Sewer Utility

Enterprise Fund 1,411,511 1,411,511

Fund balances at end of year ¢ 1,591,435 1,193,318 596,548  3,381.301 1,631,493
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CITY OF HOMER, ALASKA

Capital Project Funds
Combining Schedule of Expenditures by Project

Year Ended December 31, 2000

Census 2000

Computer upgrades

Homer Comprehensive Plan

East Road utility upgrade

Tobacco enforcement program
Drug eradication

Mariner Park habitat

Jack Gist Park

Chamber of Commerce Visitor Center
Kachemak Ski Club

South Peninsula Women's Shelter
Fishing Lagoon Park

Poopdeck Trail

Commercial vehicle inspection
Homer library

Police vehicles

Public works vehicles

Parks and recreation improvements
Poopdeck/Hazel reconstruction and paving
Jenny Way

Allocated administrative sendees

City
Facilities

$ 2,810
33,220
2,364
6,674
10,380
1,721
17,340
688
270,243
7,000
6,750
2,913
22,709
4,535
2,290

$ 391,637

Streets
and

Sidewalks Allocation

498,016
398
69,242

567,656

Reserve

968

32,795
53,777
3,972

91,512

Exhibit H-3

Totals

3,778
33,220
2,364
6,674
10,380
1,721
17,340
688
270,243
7,000
6,750
2,913
22,709
4,535
2,290
32,795
53,777
3,972
498,016
398
69,242

1,050,805



ENTERPRISE FUNDS

The Enterprise Funds account for operations that are financed and operated in a manner similar to
private business operations. The City ofHomer utilizes three Enterprise Funds.

Port of Homer - This fund accounts for the operations of the port and harbor.

Water Utility - This fund accounts for the operations of the water utility providing services to the
residents of the City.

Sewer Utility - This fund accounts for the operations of the sewer utility providing services to the
residents of the City.

ol



CITY OF HOMER, ALASKA
Enterprise Funds
Combining Balance Sheet
December 31,2000
(With Comparative Totals for 1999)

Port of Water Sewer
Assets Homer Utility U'tility
CutTcm assets:
Equity in central treasury S 552,442 510,586
Receivables, net ofallowance for doubtful accounts:
Accounts 118,536 64,605 86,083
Sales tax - - 130,827
Assessments due within one year - 12,755 24,581
Litigation settlement 100,000 - -
Federal government 9,499 - -
State of Alaska 108,750 763 154,570
Accrued interest 67,725 6,788 22,068
Inventory 13.368 92,405 17,952
Prepaid items 22,493 10594 12,002
Current portion of note receivable - - 38,929
Deferred charges - 75,250 -
Total current assets 440371 815,602 997,598
Restricted assets- equity in central treasury restricted
for debt service and capital projects 3,933,302 96,567 1,788,734
Assessments due after one year - 73,030 173338
Bond issuance costs, net ofaccumulated amortization 47978 6,824 19,765
Note receivable, net of current portion - - 38,930
Property, plant and equipment, net ofaccumulated depreciation 34,142,908 9,131,142 15,511,015
Long-term portion of litigation receivable,
net of 6% discount 580,170 - -
Total assets S 39144729 10,123,165 18,529,380
Liabilities and Fund Eauitv
Liahilities:
Current liabilities:
Accounts payable 142,299 87,118 8,120
Accrued liabilities 38,811 14,503 15,805
Accrued leave 64,729 11,588 26,701
Accrued interest 14,929 5,982 31,351
Current portion of long-term debt 157,508 93,929 330,495
Prepaid rentals and deposits 401,047 21,469 -
Due to other funds 368,169 - -
Deferred i. -enue 3,352,264 - -
Total current liabilities 4539.756 234,589 412472
Noncurtent liabilities:
Deferred lease revenue 486,000 - -
Long-term debt, net of current portion:
Notes payable - 38,930 3,093,264
Retirement incentive program 8,762 - .
Revenue bonds payable, net of deferred loss 1,235,036 109,001 466,778
Total liahilities 6,269,554 382,520 3972514
Fund equity:
Contributed capital, net of accumulated amortization 28,796,985 9,059,666 12,499,590
Retained earnings:
Reserved for bond redemption 191,500 72,950 103,000
Reserved for debt service and watcr/sewer construction - - -
Unreserved 3,886,690 608,029 1,954,276
Total fund equity 32,875,175 9.740,645 14,556,866
S 39144729 10,123,165 18,529,380

Total liabilities and fund equity
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Totals
2000

1,063,028

269,224
130,827
37,336
100,000
9,499
264,083
96,581
123,725
45,089
38,929
75,250
2,253571

5,818,603
246,368
74,567
38,930
58,785,065

580.170

67,797,274

237537
69,119
103,018
52,262
581,932
422516
368,169
3,352,264

5186817
486,0*0

3132194
8,762
1,810,815

10,624,588
50,356,241

367,450

6,448,995
57,172,686

67,797,274

1999

688,407

376,525
137,174
38,682
100,000
2262
34437
90453
112,945
52,351
38929
75,250
1747415

7,075,503
288,519
84,996
77,859
60,146,934

636.009

70,057,235

115128
65,318
102,434
65,597
544,057
408,617
445,910
3,614,001
5,361,062

504,000

3431619
31,270
2,060.106

11,388,057

51,702,140

367,450
1,504,637
5,094,951

58,669,178
70.057.235



CITY OF HOMER, ALASKA
Enterprise Funds

Combining Statement of Revenues, Expenses

and Changes in Retained Earnings
Year Ended December 31, 2000

(With Comparative Totals for 1999)

Operating revenues - charges for services

Operating expenses:
Operations
Administration
Depreciation
Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses):
Investment income
Penalties and interest
Loss on disposal of property and equipment
Interest expense
Sales tax
Miscellaneous
Net nonoperating revenues (expenses)

Income (loss) before operating transfers

Operating transfers from other funds
Operating transfers to other funds

Net operating transfers

Net income (loss)

Credit arising from transfer of depreciation to

contributed capital

Income transferred to retained
eamings

Retained eamings at beginning of year

Residual equity transfer to City Facilities
Capital Project Fund

Retained eamings at end ofyear

Port of W ater Sewer

Homer Utility Utility
$ 2,173,072 1,160,476 897,818
1,259,465 426,509 471,765
613,817 313,625 352,526
990,039 349,819 1,272,275
2,863,321 1,089,953 2,096,566
(690,249) 70,523 (1,198,748)
250,854 18,230 125,586
8,890 9,331 13,425
(159,723) (37,711) (183,169)
741,101
108,656 (2,275) (2,823)
208,677 (12,425) 694,120
(481,572) 58,098 (504,628)
- - 50,000
50.000
(481,572) 58,098 (454,628)
812,428 189,884 1,136,708
330,856 247,982 682,080
3,747,334 432,997 2,786,707
(1,411,511)
S 4,078,190 680,979 2,057,276
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Totals
2000 1999
4,231,366 4,257,839
2,157,739 2,389,755
1,279,968 1,421,852
2,612,133 2,499,374
6,049,840 6,310,981
(1,818,474) (2,053,142)
394,670 363.429
31,646 40.979
(4,168)
(380,603) (502,093)
741,101 742,534
103,558 48.005
890.372 688,686
(928,102) (1,364,456)
50,000 60,000
(10.0001
50.000 50.000
(878,102) (1,314,456)
2,139.020 2.017.182
1,260,918 702,726
6,967,038 6,264,312
(1,411,511)
6.816,445 6,967,038



CITY OF HOMER, ALASKA

Enterprise Funds

Combining Statement of Cash Flows
Year Ended December 31, 2000
(With Comparative Totals for 1999)

Cash flows from operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash flows from operating activities:

Depreciation
Increase (decrease) in allowance for doubtful accounts
Amortization of deferred lease revenue
Litigation settlement
Miscellaneous nonoperating revenues
Miscellaneous nonoperating expenses
(Increase) decrease in assets:

Receivables

Inventory

Prepaid items

Litigation settlement receivahle
Increase (decrease) in liabilities:

Accounts payahle

Accrued liabilities

Accrued leave

Prepaid rentals and deposits

Retirement incentive program

Net cash flows from operating activities

Cash flows from noncapital financing activities:
Operating transfers from other funds

Operating transfers to other funds
Residual equity transfers to other funds
Net cash flows from noncapital financing activities

Cash flows from capital and related financing activities:
Principal payments on long-term debt
Interest payments on long-term debt and interfund borrowing
Acquisition of property, plant and equipment
Decrease in due to other funds
Increase (decrease) in deferred revenue
Increase in contributed capital
Principal collections on special assessments
Penalties and interest on special assessments
Sales lax revenue received

Net cash flows from capital and related financing activities

Cash flows from investing activities:

Investment income received
Payments received on note
Net cash flows from investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning ofyear
Cash and cash equivalents atend of year

Cash and cash equivalents at end of year;

Equity in central treasury
Equity in central treasury restricted for debt service and

capital projects

Port of
Homer

(690,249)

990,039
8,658
(18,000)
44161
90471
(11,755)

(31.752)

(13,368)
5372

55,839

80,365
4,450
545
16,120
(22.508)

508.388

(130,001)
(154,916)
(525,809)
(77,741)
(261,737)
478,104

(672,100)

241,529

241529
77817
3.855.485
3,933,302

3,933,302
3,933.302

Water
Utility

70,523

349,819
509

31,005
(1.750)
1,079

42,047
(6,708)
(4.870)
(2.221)

479.433

(93,929)
(29,730)
(179,804)

1,093
11,343
9,331

(281,696)

19,016
]

19,016
216,753
432,256

649,009

552,442

96,567
649,009

Sewer
Utility

(1,198,748)

1,272,275
369

(138,371)
4338
811

(3
6,059
4,909

(48.361)

50,000

(L411511)
(1.361511)

(297,620)
(198,583)
(544,651)

313,924
32,154
13425
747448
66.097

127,997
38.929

166,926
(1,176,849)
3476.169
2,299.320

510,586

1.788.734
2.299,320
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Totals
2000 1999
(1818474) (2,053,142)
2612133 2,499,374
9,536 (9,581)
(18000)  (18,000)
44161 48,406
90471 26,149
(11.755) (1.288)
(139118) 144,447
(10,780) (7.830)
7.262 (2.446)
55,839 52,679
122,409 21,739
3801 (16.279)
584 (19.283)
13899 39451
(22.508) 53779
939460 758175
50.000 60,000 A
- (10,000)"
(1411511) -
(1361511) 50.000
(521550)  (562,373)
(383220)  (482.072)
(1250264)  (316,584)
(77741)  (217,703)
(261,737) 3,596,001
793,121 176,203
43497 70273
22756 25871
747448 724962
(887.699) 3014578
388542  282.996
38,929 38.929
427471 321.925
(882279) 4,144,678
7763910 3619237
6881631  7,763.910
1063028 688407
5818603  7.075503
6881631  7,763910



CITY OF HOMER, ALASKA
Port ofHomer Enterprise Fund
Balance Sheet
December 31, 2000
(With Comparative Amounts for ISi»9)

Assets

Current assets:

Receivables:
Accounts, net ofallowance for doubtful accounts of $28.183

in 2000 and $19,525 ir 1999
Federal government
State of Alaska
Litigation settlement -current
Accrued interest
Net receivahles

Inventory
Prepaid items
Total current assets

Restricted assets- equity in central treasury restricted for debt service
and harbor deferred maintenance and construction
Bond issuance costs, net of accumulated amortization of $ 10,662 in 2000

and $5.331 in 1999
Property, plant and equipment:
Property, plant and equipment in service
Land and land improvements
Construction work in progress
Less accumulated depreciation
Net property, plant and equipment

Long-term portion of litigation receivable, net of 6% discount
0f$2i9,830 in 2000 and 5263,991 in 1999

Total assets
Liabilities and Fund Eauirv
Liabilities:
Current liabilities:
Accounts payable
Accrued liabilities
Accrued leave
Accrued interest
Current portion of long-term debt
Prepaid berth rentals and deposits
Due to other funds
Deferred revenue
Total current liabilities

Deferred lease revenue

Long-term debt, net of current portion:
Retirement incentive program
Revenue bonds payable, net of deferred loss

of 554,964 in 2000 and 561,071 in 1999
Total liabilities
Fund equity:

Contributed capital
Less accumulated amortization

Net contributed capital

Retained eamings:
Reserved for bond redemption

Unreserved
Total retained eamings

Total fund equity
Total liabilities and fund equity
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2000

5 118,536
9,499

108,750
100,000

67.725

404,510
13368
22493

440.371

3.933.302
47978

31685519
15,254,041
908,056

(13.704.708)

34,142,908

580,170
5 39.144.729

142,299
38811
64,729
14929

157,508

401,047

368,169

3.352.264

4,539,756
486,000

8,762

1,235,036
6,269.554

37,724,238
(8,927,253)
28,796,985

191,500
3,886,690
4,078,190

32,875,175

5 39144729

1999

206,332
2,262
5,097

100,000

58.400

372,001

27,865
399.956

3,855.485
53.309

31625263
15.254,041
442503

(12,714.669)

34.607,138

636.009
39.551.897

61.934
34.361
64,184
16,229
152,509
384,927
445910
3614001

4,774,055
504.000

31,270

1.363,929
6,673.254

37.246.134
(8,114,825)
29.131,309

191,500
3555,834

3747334

32,878.643
39.551.897
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CITY OF HOMER, ALASKA

Port ofHomer Enterprise Fund

Statement of Revenues, Expenses and Changes in Retained Eamings

Year Ended December 31, 2000
(With Comparative Amounts for 1999)

Operating revenues:
Harbor
Main dock
Fish dock
Deep water dock
Uplands
Recreation lacilities
Total operating revenues

Operating expenses, excluding depreciation:
Harbor
Main dock
Fish dock
Deep water dock
Uplands
Recreation facilities
Administration

Total operating expenses, excluding depreciation

Operating income before depreciation

Depreciation

Operating loss

Nonoperating revenues (expenses):

Investment income

Penalties and late fees

Loss on disposal of property and equipment
Interest expease:

Bonds

Interfund borrowing

Litigation settlement
Amortization of bond issuance costs
State of Alaska
Other income
Other expense

Net nonoperating revenues (expenses)

Loss before operating transfers

Operating transfers from (to) other funds:
General Fund
General Fund

Net operating transfers from (to) other funds

Net loss

Credit arising from transfer of depreciation to contributed capital

Income transferred to retained eamings
Retained eamings at beginning of year

Retained eamings at end ofyear

2000

S 1012139

139,881
666,335
118,791
235926

2173.072

760,337
35975
428495
34,624
34

613.817
1873282

299.790

990,039
(690,249)

250,854
8.890

(69,723)
(90.000)
44161

(5331)
8,346
73.235

(11.755)
208677

(481572)

(481,572)
812.428
330,856

3.747.334

S 4.078.190

1999

928,943
122.743
586,969
267,089
453489

1.097

2.360.330

857.229
44663
369.863
54792
78.286
66.577
695.367

2.166.777

193553

901.715
(708,162)

125017
15108
(3557)

(78,636)

(93.450)
48,406
(5331)

*
43541

(32,500)

18598

(689,564)

(10,000)
60.000
50.000

(639,564)
780435
140871

3606.463

3.747.334
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CITY OF HOM :R, ALASKA

PortofHomer Enterprise Fund
0, Statement of Cash Flows
Year Ended December 31, 2000
(With Comparative A miounts for 1999)

Operating loss
Adjustments to reconcile operating loss
to net cash flows from operating activities:
Depreciation
Increase (decrease) in allowance for doubtful accounts
Amortization of deferred lease revenue
Litigation settlement
Miscellaneous nonoperating revenues
Miscellaneous nonoperating expenses
B (Increase) decrease in assets:

B Cash flows from operating activities:

Receivables
Inventory
Prepaid items
Litigation settlement receivable
Increase (decrease) in liabilities:
Accounts payable
Accrued liabilities
I Accrued leave
Prepaid berth rentals and deposits
Retirement incentive program
Net cash flows from operating activities

Cash flows from noncapital financing activities:
Operating transfers from other funds
Operating transfers to other funds
Net cash flows from noncapital financing activities

I Cash flows from capital and related financing activities:
Principal payments on long-term debt
Interest payments on long-term debt and interfund borrowing
Acquisition ofproperty, plant and equipment
8 Decrease in due to other funds
Increase (decrease) in deferred revenue
Increase in contributed capital
Net cash flows from capital and related financing activities

Cash flows from investing activities -investment income received
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Cash and cash equivalents at end ofyear:

Equity in central treasury
Equity in central treasury restricted for debt service and harbor

deferred maintenance and construction
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2000
(690,249)

990,039
8,658

(18,000)
44,161
90471

(11,755)

(31.752)

(13,368)
5372
55,839

80,365
4,450
545
16,120

(22,508)
508.388

(130,001)
(154,916)
(525,809)

(77,741)
(261,737)
478,104

(672,100)
241,529
77817

3,855,485

3,933,302

3.933.302
3.933.302
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1999
(708,162)

901,7. *
(9,800)
(18,000)
48,406
58,649
(32,500)

114879

(666)
52,679

28,250
(20,431)
(25,923)
36,714
53.779

479.589

60,000
(10.000)
50.000

(171,250)
(157,991)
(227,435)
(217,703)
3,596,001

168,045

2,989,667
66,617

3,585,873

269,612

3,855,485

3.855.485
3.855.485



CITY OFHOMER, ALASKA

Port ofHomer Enterprise Fund
Schedule of Changes in Contributed Capital
Year Ended December 31,2000

(With Comparative Amounts for 1999)

State and
Federal
Sources
Balances at January 1, i999 S 35,239,982
Contributions for capital improvements 1,774,495
Depreciation closed to contributed capital
Balances at December 31, 1999 37,014,477
Contributions for capital improvements 478,104
Depreciation closed to contributed capital -
Balances at December 31, 2000 $ 37,492,581

Accumulated
Depreciation
on
Contributed
Plant

(7,334,390)

(780,435)

(8,114,825)

(812,428)

(8,927,253)

Net
State and
Federal
Sources
27,905,592
1,774,495

(780,435)
28,899,652

478,104

(812,428)

28,565,328

City of
Homer

231,657

231,657

231,657

Exhibit 1-7

Net
Contributed
Capital
28,137,249

1,774,495

(780,435)

29,131,309

478,104

(812,428)

28,796,985



Exhibit 1-8

CITY OFHOMER, ALASKA
Port ofHomer Enterprise Fund
Combining Schedule of Port ofHomer Capital Projects
Year Ended December 31, 2000

Kachemak
Bay
Pioneer
Dock
Funding sources:
State grants $
Federal grants 12,735
Port ofHomer funds :
Total funding sources $ 12,735
Expenditures:
Salaries and benefits 2,496
Supplies 27
Other services and charges 10,212
Equipment
Total expenditures $ 12,735

Boat
Harbor
TORA

251,608

251,608

10,960
621
235,777
4,250

251,608

59

Waste
on

94,660

22,204

116,864

35,259
1,093
6,981

75,531

116,864

Fish
Ramp Cleaning Evaporative
Repair Station Condensor

34,756 84,345

9,575 . 15,926

44331 84,345 15,926
8,014 13,718
849 - :
35,468 4,375 -
66,252 15,926
44331 84,345 15,926 525,809



CITY OF HOMER, ALASKA
Water Utility Enterprise Fund
Balance Sheet
December 31,2000
(With Comparative Amounts for 1999)

Assets

Cunrent assets:

Equity in central treasury

Receivables:
Accounts, net of allowance for doubtful accounts of 51,748 in 2000 and

51,239 in 1999

Assessments due within one year
State of Alaska
Accrued interest

Net receivables

Inventory
Prepaid items
Deferred charges
Total current assets

Restricted assets -equity in central treasury restricted for debt service
Assessments due after one year
Bond issuance costs, net ofaccumulated amortization of 54,549 in 2000 and 52,274 in 1999
Property, plant and equipment:
Property, plant and equipment in service

Land
Construction work in progress
Less accumulated depreciation

Net property, plant and equipment
Total assets

Liabilities and Fijnd Eauitv
Liabilities:

Current liabilities:

Accounts payable

Accrued liabilities

Accrued leave

Accrued interest

Current portion of long-term debt

Customer utility deposits

Total current liabilities

Long-term debt, net of current portion:
Note payable to Sewer Enterprise Fund
Revenue bonds payable, net of deferred loss 0f55,999 in 2000 and 57,998 in 1999

Total liabilities
Fund equity:
e>rtribuied capital
Lessaccumulated amortization
Net contributed capital

Retained eamings:
Reserved for bond redemption

Unrcserved
Total retained eamings

Total fund equity
Total liabilities and fund equity

60

2000

5 552,442

64,605
12,755
763
6,788

84911

92,405
10,59"
75,250
815,602

96,567
73,030
6,824

14901701
26,561
52,645

(5,849,765)

9,131,142

S 10,123,165

87,118
14,503
11,588
5982
93,929
21.469
234,589

38,930
109,001

382,520

12,480,602
(3,420,936)
9,059,666

72,950
608,029

680.979
9,740,645
5 10,123,165

Hxhibil 1-9

1999

335,689

78,148
12,825
18,734

1574

117281

90,655
11,673
75,250

630,548

96,567
84,303
9,099

14,722,988
26,561
51,554

(5,499,946)

9,301,157

10,121,674

45,071
21211
16,458

93,929
23.690
200,359

77,859
162.002

440,220

12,479,509
(3,231,052)
9,248.457

72,950
360.047

432,997
9,681,454
10,121,674



CITY OF HOMER, ALASKA
Water Utility Enterprise Fund

Statement of Revenues, Expenses and Changes in Retained Earnings

Year Ended December 31, 2000
(With Comparative Amounts fo- 1999)

Operating revenues - user cha:ges and connection fees

Operating expenses, excluding depreciation:
Treatment plant operations and testing
Pumping system
Distribution system and reservoir
Maintenance
W ater meters
Water hydrants
Administration
Total operating expenses, excluding depreciation

Operating income before depreciation

Depreciation
Operating income (loss)

Nonoperating revenues (expenses):

Investment income
Penalties and interest on assessments

Interest expense
Amortization of bond issuance costs

Net nonoperating revenues (expenses)

Net income (loss)

Credit arising from transfer of depreciation to contributed capital

Income transferred to retained eamings
Beginning retained eamings

Ending retained eamings

61

2000

$ 1,160,476

192,749
44,891
105,212
1,453
40,563
41,641
313,625
740,134

420,342
349,819

70,523

18,230

9,331
(37,711)
(2,275)
(12,425)

58,098

189,884

247,982

432,997

680,979
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1999

1,071,004

211,665
48,798
153,266
44,466
56,341
30,405
345,938

890,879

180,125
317,362

(137,237)

20,284
9,487
(64,077)
(2,000)
(36,306)
(173,543)
186,924
13,381

419,616

432,997



CITY OF HOMER, ALASKA
Water Utility Enterprise Fund
Statement of Cash Flows
Year Ended December 31, 2000
(With Comparative Amounts for 1999)

Cash flows from operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash flows from operating activities:
Depreciation
Increase (decrease) in allowance for doubtful accounts
(Increase) decrease in assets:
Receivables
Inventory
Prepaid items
Increase (decrease) in liabilities:
Accounts payable
Accrued liabilities
Accrued leave
Deposits
Net cash flows from operating activities

Cash flows from capital and related financing activities:
Principal payments on long-term debt
Interest payments on long-term debt
Acquisition of property, plant and equipment
Increase (decrease) in contributed capital
Principal collections on special assessments
Penalties and interest on special assessments

Net cash flows from capital and related financing activities

Cash flows from investing activities - investment income received

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Cash and cash equivalents at ena of year:
Equity in central treasury
Equity in central treasury restricted for debt service

62

HHKSB

2000

70,523

349,819
509

31,005
(1,750)
1,079

42,047
(6,708)
(4,870)
(2.221)

479,433

(93,929)

(29,730)

(179,804)
1,093
11,343
9,331

(281,696)

19,016

216,753
432,256

649,009

552,442
96,567

649,009
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1999

(137,237)

317,362
(69)

55,871
(17,037)
(989)

22,264
2,242
3,987
2,737

249,131

(93,929)
(61,803)
(46,706)
(2,448)
26,373
9,487

(169,026)
15,899
96,004

336,252

432,256

335,689
96,567

432,256
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Balances at January 1, 1999

Adjustment to contributed capital
Depreciation closed to contributed capital
Balances at December 31, 1999
Contributions for capital improvements
Adjustment to contributed capital

Depreciation closed to contributed capital

alances at December 31,2000

CITY OF HOMER, ALASKA
Water Utility Enterprise Fund
Schedule of Changes in Contributed Capital
Year Ended December 31,2000
(With Comparative Amounts for 1999)

Net
U tility
Accumulated Customers
Depreciation and

State and on State and
Utility Federal ~ Contributed  Federal
Sources Plant Sources

6,319,824  (3.044,128) 6,451,688

(2.448) - (2.448)

(186924)  (186.924)

6,317,376 (3,231,052) 6,262,316

763 - 763

(189.884)  (189.884)

6,318.139  (3.420.936) 6.073195
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City ofHomer
Net

Contributed
Capital

Bonds Other Total
9,437,829
(2,448)
(186.924)
9,248,457
763
330 330 330
(189.884)

9.059.666



Funding sources:
State grant
W ater Utility funds

Total funding sources

Expenditures:
Salaries and benefits
Supplies
Other services and charges
Equipment

Total expenditures

Fleet

CITY OF HOMER, ALASKA

Water Utility Enterprise Fund
Combining Schedule of Water Utility Capital Projects
Year Ended December 31, 2000

W aterline

Spit

Poopdeck

W ater

Purchase Pathway Waterline Storace

23,445

23,445

23,445

23,445

67,110

67,110

67,110

67,110

1,500

1,500

1,500

1,500

763
327

1,090

630
143
317

1.090

Chlorination

System

58,868

58,868

58,868

58.868

Filter

A-Frame
PR

Reolacement Station

9,680

9,680

9,680

9,680

8,174

8,174

6,163

2,011

8,174
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Telemetry
Phase 11

5,253

5,253

46
5,207

5.253

Totals

763
174,357

175,120

6,839
5,350
139,486
23.445

175,120
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CITY OF HOMER, ALASKA
Sewer U tility Enterprise Fund
Balance Sheet
December 31,2000
(With Comparative Amounts for 1999)

Assets 2000 1999
Current assets:
Equity in central treasury 510,586 352,718
Receivables:
Sales tax 130,827 137174
Accounts, netofallowance for doubtful accounts o f$1,266 in 2000 and
$897 in 1999 86,083 92,045
Assessments due within one year 24,581 25,857
State of Alaska 154570 10,606
Accrued interest 22,068 24,479
Net receivahles 418,129 290,161
Inventory 17,952 22,290
Prepaid items 12,002 12,813
Current portion of note receivable 38,929 38,927
Total current assets 997,598 716,911
Restricted assets —equity in central treasury restricted for debt service
and capital projects 1,788,734 3123451
Assessments due after one year 173,338 204,216
Bond issuance costs, net of accumulated amortization of $5,646 in 2000 and $2,823 in 1999 19,765 22,588
Note receivable, net of current portion 38,930 77,859
Property, plant and equipment
Property, plant and equipment in service 29808603  29.750,804
Land 80,678 42,289
Construction work in progress 577,691 129,228
e (14.955,957) (13,683.682)

Less accumulated depreciation

Net property, plant and equipment 15511015 16,238,639

Total assets 18529.380 20,383,664

Liabilities and Fund Equity

Liabilities:
Current liabilities:
Accounts payable 8,120 g%ig
Accrued liahilities 15805 |
26,701 21,792
Accrued leave 31'351 19363
Accrued interest 330:495 207619

Current portion of long-term debt
Total current liabilities
Long-term debt, net of current portion:

Revenue honds payable, net ofdeferred loss
0f$ 18222 in 2000 and $20,825 in 1999 ettty 33231%3
Note payable e "

412472 386,648

3972514 4274583

Total liabilities
Fund equity:
Contributed capital fg;gg?g (?1“11351)?‘71?)
Less accumulated amortization (12,275,879) 13-3221374
Net contributed capital 12,499,590 322,
Retained eamings:
Reserved for bond redemption 103,_000 1;843([632?
Reserved for debt service and water/scwcr construction DR
Unreserved 1.954,276 1,179,070
2,057,276 2.786.707

Total retained eamings
14556,866 16,109,081

Total fund equity
18529380 20,383,664

Total liabilities and fund equity
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CITY OF HOMER, ALASKA

Sewer Utility Enterprise Fund
Statement of Revenues, Expenses and Changes in Retained Eamings
Year Ended December 31, 2000
(With Comparative Amounts for 1999)

2000 1999

Operating revenues:
User charges
Inspection fees
Connection fees
Total operating revenues

$ 888,195 826,435
5,023 70

4,600 -
897,818 826,505

Operating expenses, excluding depreciation:

Treatment plant 268,900 271,300

Collection system 132,203 60,485
Pump station 70,662 41,619
Administration 352,526 380,547
Total operating expenses, excluding depreciation 824,291 753,951
73,527 72,554

Operating income before depreciation

Depreciation 1.272,275 1,280,297

Operating loss (1,198,748) (1,207,743)
Nonoperating revenues (expenses):

Investment income 125,586 218,128

Penalties and interest on assessments 13,425 16,384
Loss on disposal of property and equipment - (611)
Interest expense (183,169) (265,930)
Sales tax 741,101 742,534
Amortization of debt issuance costs (2,823) (2,823)
Other - (1.288)

Net nonoperating revenues (expenses) 694,120 706,394

Loss before operating transfers (504,628) (501,349)

Operating transfer from City Facilities Capital Project Fund 50.000 -

Net loss (454,628) (501,349)

Credit arising from transfer of depreciation to contributed capital 1,136,708 1,049,823

Income transferred to retained eamings 682,080 548,474

Beginning retained eamings 2,786,707 2,238,233

Residual equity transfer to City Facilities Capital Project Fund (1,411,511) -

Ending retained eamings S 2,057,276 2,786,707
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CITY OF HOMER, ALASKA
Sewer Utility Enterprise Fund
Statement of Cash Flows
Year Ended December 31,2000
(With Comparative Amounts for 1999)

2000 1999

Cash flows from operating activities:
Operating loss
Adjus  ntstoreconcile operating loss
to nc, >ash flows from operating activities:
Depreciation
Increase in allowance for doubtful accounts
Miscellaneous nonoperating expenses
(Increase) decrease in assets:
Receivables
Inventory
Prepaid items
Increase (decrease) in liabilities:
Accounts payable
Accrued liabilities
Accrued leave
Net cash flows from operating activities

(1,198,748) (1,207,743)

1272275 1,280,297
369 288
- (1,288)

(138371)  (26,303)
4338 9,207
811 (791)

(3)  (28,775)
6,059 1,910
4,909 2,653

(48.361) 29.455

Cash flows from noncapital financing activities:

Operating transfer from other fund 50,000
Residual equity transfer to other fund (1.411.511)
Net cash flows from noncapital financing activities (1.361.511)

Cash flows from capital and related financing activities:
Principal payments on long-term debt
Interest payments on long-term debt and interfund borrowing
Acquisition of property, plant and equipment

(297620)  (297,194)
(198583)  (262,278)
(544651)  (42443)

Increase in contributed capital 313,924 10,606
Principal collections on special assessments 32,154 43,900
13,425 16,384

Penalties and interest on special assessments
Sales tax revenue received
Net cash flows from capital and related financing activities

747448 724,962
66,097 193,937

Cash flows from investing activities:

Investmentincome received
Payments received on note
Net cash flows from investing activities

127,997 200,480
38,929 8,929
166,926 239,409

Net increase (decrease) in cash and cash equivalents (1,176,849) 462,801

Cash and cash equivalents at beginning ofyear 3,476,169 3,013,368

Cash and cash equivalents atend ofyear 2,299,320  3/476,169

Cash and cash equivalents at end o fvear:

Equity in central treasury
Equity in central treasury restricted to. debt service and special projects

510,586 352,718
1,788,734 3,123,451

2,299,320  3/476,169
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CITY OF HOMER, ALASKA
Sewer Utility Enterprise Fund
Schedule of Changes in Contributed Capital
Year Ended December 31, 2000
(With Comparative Amounts for 1999)

Utility
Customers
Balances at January 1, 1999 S 3,901,559
Contributions for capital improvements -
Depreciation closed to contributed capital
Balances at December 31,1999 3,901,559
Contributions for capital improvements -
Depreciation closed to contributed capital
Balances at December 31, 2000 $ 3,901,559

State and
Federal
Sources

20,494,089

10,606

20,504,695

313,924

20,818,619

Accumulated
Depreciation
on
Contributed
Plant

(10,089,348)

(1,049,823)

(11,139,171)

(1,136,708)

(12,275,879)

Net
Utility
Customers
and
State and
Federal
Sources
14,306,300

10,606
(1,049,823)
13,267,083

313,924

(1,136,708)

12,444,299

City of
Homer

55,291

55,291

55,291
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Net
Contributed
Caoital
14,361,591

10,606
(1.049,823)
13,322,374

313,924

(1,136,708)

12,499.5904



Funding sources:
State grant
Sewer Utility funds

Total funding sources

Expenditures:
Salaries and benefits
Supplies
Other services and charges
Equipment
Land

Total expenditures

CITY OF HOMER, ALASKA

Sewer Utility Enterprise Fund

Combining Schedule of Sewer Utility Capital Projects
Year Ended December 31, 2000

Fleet

Purchase

23,445

$ 23,445

23,445

S 23,445

Bypass
Sewer
Main

Upgrade

313,924
134,539

448,463

13,178
337
434,948

448,463

Camera Grinder

9,585

9,585

9,585

9.5S5

Grill
System

6,500

6,500

6,500

6.500

Poopdcck
Sewer
Line

18.269

18.269

18.269

18,269

Land

38,389

38.389

38,389

38,389
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Totals

313,924
230.727

544,651

13,178
337
462,802
29,945
38,389

544,651



INTERNAL SERVICE FUND

The Internal Service Fund accounts for the financing of goods or services provided by one City
department to another City department on a cost-reimbursement basis.

Risk Management Fund - This fund accounts for money received from other City funds to pay for
the cost of medical, dental, vision and weekly income benefits self-insurance claims.
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CITY OF HOMER, ALASKA
Risk Management Internal Service Fund

Balance Sheet
December 31, 2000
(With Comparative Amounts for 1999)

Assets

Equity in central treasury

Liabilities and Fund Equity

Liabilities - accounts payable
Retained eamings - unreserved

Total liabilities and fund equity

71

2000

78,859

56,213

. 22,646

28,859
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1999

217.040

30,170
186,870

217.040



CITY OF HOMER, ALASKA

Risk Management Internal Service Fund
Statement of Revenues, Expenses and Changes in Retained Earnings
Year Ended December 31, 2000
(With Comparative Amounts for 1999)

2000

Operating rever ues - intergovernmental billings $ 390,609
Operating expenses:

Claims 425,292
Insurance premiums 100,282
Administration 36,259
Total operating expenses 561,833
Operating loss (171,224)
Nonoperating revenues - investment income 7,000
Loss before operating transfers (164,224)

Operating transfer from other funds _
Net income (>0ss) (164,224)
Retained eamings at beginning of year 186,870
$ 22,646

Retained eamings at end of year

72
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1999
363,339
287,660

90,035
27,011

404,706
(41,367)

8.073

(33,294)

- 126.400

93,106

93,764

186,870
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CITY OFHOMER, ALASKA
Risk Management Internal Service Fund
Statement of Cash Flows
Year Ended December 31, 2000
(With Comparative Amounts for 19 9)

Cash flows from operating activities:

Operating loss
Adjustments to reconcile operating loss to net cash

flows from operating activities:
Decrease in accounts receivable
Increase in accounts payable
Net cash flows from operating activities

Cash flows from noncapital financing activities - operating transfer
from other funds

Cash flows from investing activities - investment income received
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2000

(171,224)

26,043
(145,181)

7,000

(138,181)

217,040

78,859
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1999

(41,367)

26,885
2,624

(11,858)
126,400
8,073

122,615

94,425

217,040



TRUST AND AGENCY FUNDS

Trust and Agency Funds are established to account for assets held by the City in a trustee capacity
or as an agent for individuals, private organizations, other governments, and/or other funds.

Expendable Trust Fund - Fire Department Donations - The fund accounts for monies provided
by contributions to the fire department. The principal and interest amount of the contributions are
used for the acquisition of supplies for the fire department.

Nonexpendable Trust Fund - Library Endowment - This fund accounts for monies provided by
Homer Public Library, Inc. The principal amount of the gift is to be maintained intact and invested,
while the investment eamings are to be used for the acquisition of books and equipment for the

Homer Library.

Library' Agency Fund - This fund accounts for gifts to be used by the Homer Public Library, Inc.
until such time as disbursements from the Library are requested.
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CITY OF HOMER, ALASKA
Trust and Agency Funds

Combining Balance Sheet
December 31, 2000
(With Comparative Totals for 1999)

Expendable Non-
Trust Fund expendable
Fire Trust Fund Agency
Department Library Fund
Assets Donations Endowment Library

Equity in central treasury 4,386 70,995 25,049

Liabilities and Fund Balances

Liabilities- due to local agencies

Fund balances:

Reserved for supplies 4,386
Reserved for endowments : 70,995
Total fund balances 4,386 70,995

Total liabilities and fund balances 4,386 70.995 25,049

Exhibit K-

Totals

2000

100,430

4,386
70,995

7C*4l

100,430

1999

90,174

782
69,916

70,698

90,174



CITY OF HOMEP, ALASKA

Fire Department Donations Expendable Trust Fund
Balance Sheet
December 31,2000
(With Comparative Amounts for 1999)

Assets 2000

Equity in central treasury $ 4,386

Fund Balance

Fund balance - reserved for supplies $ 4,386

Exhibit
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782

782



CITY OF HOMER, ALASKA

Fire Department Donations Expendable Trust Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance

Year Ended December 31,2000
(With Comparative Amounts for 1999)

Revenues - contributions
Expenditures - supplies
Excess of revenues over expenditures

Fund balance at beginning of year

Fund balance at end of year

7

$

$
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1999

1,643

1,000

643

139

782



CITY OF HOMER, ALASKA

Library Endowment Nonexpendable Trust Fund
Balance Sheet
December 31, 2000
(With Comparative Amounts for 1999)

Assets 2000

Equity in central treasury $ 70,995

Fund Balance

Fund balance - reserved for endowments $ 70,995
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1999

69,916

69,916



Exhibit K-7

CITY OF HOMER, ALASKA
Library Agency Fund
Statement of Changes in Assets and Liabilities
Year Ended December 31, 2000

Balance Balance
January 1, December 31,
Assets 2000 Additions  Deletions 2000
Equity in central treasury $ 19,476 7,856 2,283 25,049
Liabilities
$ 19,476 7,856 2,283 25,049

Due to local agencies
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ACCOUNT GROUP - GENERAL FIXED ASSETS

The General Fixed Assets Account Group is a self-balancing group of accounts used to account for
the fixed assets of the City of Homer. These are tangible assets of significant value having a life
which extends beyond one year, other than those recorded in the Enterprise Funds.

82



Exhibit L-I

CITY OF HOMER, ALASKA
General Fixed Assets Account Group
Schedule of General Fixed Assets by Sources
December 31,2000
(With Comparative Amounts for 1999)

2000 1999
General fixed assets:

Land 1,830,179 1,126,979
Buildings 8,675,217 6,150,093
Improvements other than buildings 1,822,669 1,799,960
Machinery and equipment 3,914,082 3,948,419
Construction work in progress 5,750 5,750
Total general fixed assets $ 16,247,897 13,031,201

Investment in general fixed assets:
Bonds 960,000 960,000
Other funds 3,501,836 3,540,224
Grants from other governments 5,109,333 5,086,624
Assets acquired under capital lease 3,430,797 3,245,932
Other 3,245,931 198,421
$ 16,247,897 13,031,201

Total investment in general fixed assets
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Function and Activitv

General government:
City council/mayor
City manager
City clerk
Finance
Planning and administration
Nondepartmental
Total general government

Public safety:
Police
Jail
Animal control
Emergency services

Total public safety

Public works:
Streets
Motor pool
Total public works

Cemetery

Parks and recreation
Library

Airport terminal

CITY OF HOMER, ALASKA
General Fixed Assets Account Group
Schedule of General Fixed Assets by Function and Activity

December 31,2000

Land

1.247.629
1.247.629

14.265

60,000
74.265

20,818

20,818

274,485
212,982

Total general fixed assets allocated

to functions

S 1.830,179

Buildings

8,368

3,490,956
3,499,324

1,065,607
4,823
15,702
519,197

1,605,329

841,830

841,830

823
95,887
258,779
2,373,245

8.675,217

Improve-
ments
Other
Than

Buildines

47.834
47.834

6,774
34,088
3,416
530,430
574,708

66,752
28,370

95,122

27,076
930,209
125,970

21,750

1,822,669

Machinery'
and
Eauinment

14,775
16,083
43,282
21,151
11,698
174,138

281,127

524,618
40,237
17,532
1,141,148

1,723,535

911,675
517,982

1,429,657

479,763

3,914,082
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Total

14,775
16,083
51,650
21,151
11,698
4.960,557

5,075,914

1,611,264
79,148
36,650

2,250,775

3,977,837

1,841,075
546.352

2,387,427

27,899
1,300,581
1,077,494
2,394,995

16,242.147
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CITY OF HOMER, ALASKA
General Fixed Assets Account Group
Schedule of Changes in General Fixed Assets by Function and Activity
Year Ended December 31, 2000

General General
Fixed Fixed
Assets Assets
at at
January 1, December 31,
Function and Activity 2000 Additions Deletions 2000
General government:
City council/mayor 61,311 46,536 14,775
City manager 32,687 16,604 16,083
City clerk 51,650 . 51,650
Finance 31,507 10,356 21,151
Planning and administration 58,923 47,225 11,698
Nondepartmental 1,665,822 3,296,085 1.350 4,960,557
Total general government 1,901.900 3,296 085 122,071 5,075,914
Public safety:
Police 1,659,414 32,795 80,945 1,611,264
Jail 79,148 79,148
Animal control 36,650 : 36,650
Emergency services 2,253,773 2,998 2,250,775
Total public safety 4,028,985 32,795 83,943 3,977 837
Public works:
Streets 1,516,286 347,090 22,301 1,841,075
Motor pool 546,352 : 546,352
Engineer 32,724 32,724
Administration 260,951 260,951
Total public works 2,356,313 347,090 315,976 2,387,427
Cemetery 27,899 27,899
Parks and recreation 1,257 447 43,134 1,300,581
Library 1,057,912 19,582 1,077,494
Airport terminal 2,394,995 2,394,995
Construction in progress 5,750 5,750
Total general fixed assets $ 13,031,201 521,990 16,247,897
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ACCOUNT GROUP - GENERAL LONG-TERM DEBT

The General Long-Tenm Debt Account Group is a self-balancing group of accounts used to account
for the general long-term debt payable from general revenues and backed by the full faith and credit
of the City ofHomer.
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Exhibit M-I

CITY OF HOMER, ALASKA
General Long-Term Debt Account Group

Schedule of General Long-Term Debt
December 31, 2000
(With Comparative Amounts for 1999)

Amount Available and to be Provided for

the Payment of General Lone-Term Debt 2000 1999
Amount available in Debt Service Funds:
Rangeview special assessment bonds $ 22,884 28,766
General obligation bonds and
1990 special assessment bonds 186,794 539,404
Total amount available in Debt Service Funds 209,678 568.170
Amount to be provided for
retirement of long-term debt:
Accrued leave 223,880 187,848
Retirement incentive program 91,989 153,211
432,063 591,927

Capitalized leases
General obligations bonds and 1990
special assessment bonds
Special assessment bonds - Rangeview
Total amount to be provided for

retirement of long-term debt

2,573,206 2,536,846
14,043 13,441

3,335,181 3,483,273

Total amount available and to be provided

for retirement of long-term debt S 3,544,859 4,051,443

General Long-Term Debt Payable

Accrued leave 223,880 187,848
Retirement incentive program 91,989 153,211
432,063 591,927

Capitalized lease obligations
1998 general obligation refunding bonds
Special assessment bonds payable:
Rangeview
1990 road

2,760,000 3,060,000

36,927 42,207
- 16,250

Total general long-term debt payable $ 3,544,859 4,051,443
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CITY OF HOMER, ALASKA
Schedule of Expenditures of Federal Awards
Year Ended December 31,2000

Grant
Federal Gram Title Number
DEPARTMENT OF AGRICULTURE
Kachemak Nordic Ski Club 00DG11100000208
Passed Through the State of Alaska
Department of Health and Social Services -
FDA Tobacco Grant 99-0054
Total Department of Health and Human Services
FEDERALEMERGENCY MANAGEMENT AGENCY
Passed Through the State of Alaska
Department of Military and Veteran Affairs -
Homer Harbor Winter Storm (75% Federal) 1316-DK-AX
DEPARTMENT OF COMMERCE
eKachemak Bay Visitor Center (07-01-03891
Dock Demolition and Pile Purchase 07-01-04741
Passed Through the State of Alaska
Department of Community & Economic Development -
Design/Engineering for Shelter Renovation 800573
Total Department of Commerce
DEPARTMENT OF INTERIOR
Passed Through the State of Alaska
Department of Natural Resources -
Jack Gist Recreational Park 02-00369
Passed Through the State of Alaska
Department of Fish and Game -
Fish Waste Disposal System (75% Federal) Co-op 00-035

Total Department of Interior

DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT -
Kachemak Bay Multi-Purpose Ocean Dock B-99-SP-AK-0003

DEPARTMENT OF TRANSPORTATION
Passed Through the State of Alaska
Department of Public Safety -
Traffic Safety Saturation Patrols PT000513

Total Federal Financial Assistance

Major Program

Catalog of
Federal January 1
Domestic Total 2000 Federal
Assistance Grant Receivable  Share of Federal
Number Award  (Deferred) Exnendirures Receipts
10670 S 7,000 7,000 7,000
10.xxx 32,800 6973 3.000 9973
6.973 10,000 16.973
83.544 13,095 13.095 13.095
11.300 300,000 202,682 123,709
1xxx 1,300,000 707
1xxx 7,500 700 6.750 7.450
700 210139 131159
15916 169,792 688
15,605 66,000 63,258 35.314
- 63.946 35.314
14 XXX 500,000 2262 12.029 10595
20.600 14,664 11,322 11,322
S 9935 320531 218458

December 31
2000

Receivable

(Deferred)

78973
707

79.680

688

27944
28632

3696

112.008



CITdy|OF HOMER, ALASKA
u

Schedule of Suit Financial As-.isunce
Year Ended December 31,2000
January I, Sute December 31,
Toul 2000 Share of 2000
Grant  Receivable  Expen- Sute Receivable
Name of Award Grant Number Award  (Deferred)  ditures  Receipts  (Deferred)
DEPARTMENT OF REVENUE:
Raw Fish Tax S 2310 21.340 21,340
Electric and Telephone Sharing 23011 23011 23011
Liquor License 20550 20550 20550
Toul Department of Revenue 04901 -}],901
DEPARTMENT OF COMMUNITY AND
ECONOMIC DEVELOPMENT:
« State Revenue Sharing 57,039 57039 57039
Safe Communities FY00 101,073 101073 (101.073)
« Safe Communities FY99 113381 (113381) 113331
* Waste Oil Receiving Sution 96/569-4-001 130240 (10,128) 94,660 24393 60,139
Homer Visitor Center Construction 01-MG-065 49,689 41236 41236
University of Alaska, Kachemak Day Consortium Library 97/569-1-001 103655 (20.731) (20.731)
New Animal Shelter 00/569-9-001 102,500 (205500) (20500)
Shared Fisheries Business Tax 4,862 4862 4862
Community Recreation Facility 99/569-9-001 101862 (20372) 1933 (18,389)
Fist. Resource Landing Tax 87 87 87
Harbor Ramp Repair 00/569-0-002 35,069 34756 23404 11352
Toul Department of Community
And Economic Development (1851121 348004 252094 (89.202)
DEPARTMENT OF EDUCATION:
Public Library Assistance PLA-00-738-35 6.300 (6.300) 6.300
Public Library Assistance PLA-01-738-34 6.300 6,300 (6.300)
Meetings Interlibrary Cooperation Grant 1C-01-738-102 1250 1250 1250
Toul Department of Education (6 300) 7550 7550 (6.300)
DEPARTMENT OF ENVIRONMENTAL
CONSERVATION:
Water Storage Reservoir Design 40902 72,000 763 763
* Bypass Sewer /Lift Sution Upgrade 40901 345.124 10606 313924 169960 154570
BanelsofBoom MOA - 1406060/01 8,346 8.346 8346
Toul Department of Environmenul Conservation 10606 323033 178306 155333
DEPARTMENT OF NATURAL RESOURCES:
Mariner Park Habiut Restoration 93.000 (3921) 390921 36,000
Poopdeck Trail 10795211 16,370 16,370 16370
Volunteer Fire Assistance 5,000 5000 5000
Toul Department of Natural Resources (3921) _ <d,22i 41.000 16370
DEPARTMENT OF ADMINISTRATION:
Senior Employment Program 205141 9,672 1152 7463 8615
Senior Employment Program 215141 8116 4554 3582 972
Toul Department of Administration 1152 12017 . 12197 9
DEPARTMENT OF FISH AND GAME -
Fish Waste Disposal System Facilities (25% Sute) Co-o0p 00-035 22,000 21086 U1 9315
DEPARTMENT OF TRANSPORTATION
AND PUBLIC FACILITIES-
eHomer Small Boat Harbor Transfer 3587373 (3585873) 251609 (3334.264)
DEPARTMENT OF HEALTH
AND SOCIAL SERVICES-
Tobacco Sales lo Minors 0601-049 10000 7381 7381
DEPARTMENT OF MILITARY AND
VETERAN AFFAIRS -
Homer Harbor Winter Storm (25% Sute) 13160002 4,365 4.365 4.365
S (3769448) 1101237 579565 (3.247.776)

Toul Sute Financial Assistance

* Major program






Year
Ended

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

S

General
Government

836998 S

868,546
1,563,150
1514,196
1,214,321
1581176
1,376,588
1,534,640
1421672
1,449,470

Public
Safctv

1,752,359 S
1,709,314
1,794,808
1,790,708
2,090,374
2,133,053
2210412
2,198,709
2,608,205
2,043,570

CITY OF HOMER, ALASKA

General Govemmenial Expenditures by Function (1)
Last Ten Fiscal Years

Public
Works

789810 S
824,763
563,719
693,080
706,829
741,293
736,465
709,758
773,563
691,683

(1) Includes General Fund and Debt Service Funds

Library

203,540
202,670
221,988
228,955
223,189
242421
255,315
259,443
284,742
279,252

R

91

Parks
and
gcreation

74583 S
53.866
88,009
99,816
62,887
62,793
103,671
172,243
217,261
302,097

Airport

130,733
112,490
114.317
134,262
132.894

Other

§ 280,138 S 1060107 S

300,504
191.891
201.691
184,948
177671
205.523
185,765
161.884
122,359

Debt
Service

1,862,337
644,916
641471
615.976
602,327
608,050
596.270
619,284
644,381

Table 1

Tota

4,997,535
5,822,000
5,068,481
5169917
5.098,524
5,671,467
5,608,514
5,771,145
6.220.873
5,665,706



Year
Ended

1991 S 3,214,854 $

1992
1993
1994
1995
1996
1997
1998
1999
2000

Taxes

3,118,334
3,198,991
3,349,574
3,178,743
2,979,162
3,426,714
3,042,702
3,327,801
3,382,688

Licenses
and Permits

7,243 S
4,129
4,556
5,634
5,763
8,994
8,437
7,745
6,740
10,042

CITY OF HOMER, ALASKA

General Governmental Revenues by Source (1)

Last Ten Fiscal Years

Inter-
governmental

988,705 $
864,467
624,583
867,477
880,413
1,011,222
895,283
912,538
931,248
781,218

(1) Includes General Fund and Debt Service Funds

Charges
for
Services

616,015 $
836,457
1,195,998
825,613
990,031
1,027,391
1,076,242
1,077,224
1,071,430
1,326,039

Fines

11,809 $ 331,047 $

10,880
12,456
11,466
28,647
28,419
42,202
33,343
17,108
25,044

Investment
Income

143,624
132,252
152,339
274,439
237,933
226,365
296,095
224,492
210,638

Special
Assessments

80,691
187,336
79,726
170,568
115,324
98,011
89,242
103,462
99,873
85,325

Table 2

Total

5,250,364
5,165,227
5,248,562
5,382,671
5,473,360
5,391,132
5,764,485
5,473,109
5,678,692
5,820,994



(1)
()

CITY OF HOMER, ALASKA

Tax Revenues by Source
Last Ten Fiscal Years

(1) @)

Year Property Sales Total

Ended Tax Tax Taxes

1991 $ 1,105,207 $ 2,283,879 3,389,086
1992 1,090,774 2,579,946 3,670,720
1993 1,107,099 2,695,852 3,802,951
1994 1,143,158 2,733,420 3,876,578
1995 1,162,195 2,971,413 4,133,608
1996 1,212,370 3,079,629 4,291,999
1997 1,280,563 3,145,130 4,425,693
1998 1,240,627 3,162,119 4,402,746
1999 1,347,712 3,465,156 4,812,868
2000 1,407,579 3,457,312 4,864,891

Property tax for all years is recorded in the General Fund.

In 1991, 1992, 1993 and 1997, sales tax revenues were recorded in

the General Fund, Debt Service Funds and Sewer Enterprise Fund.

In 1994 and 1995, sales tax revenues were recorded in the

General Fund, Debt Service Funds, Capital Projects Funds and Sewer
Enterprise Fund. In 1996, 1998, 1999 and 2000, sales tax revenues were
recorded in the General Fund, Capital Projects Funds and Sewer

Enterprise Fund.
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Table 4

CITY OF HOMER, ALASKA

Property Tax Levies and Collections

Last Ten Fiscal Years
Outstanding

Total Delinquent

Total Current Percent Delinquent Total Collections Outstanding Taxes as a

Year Tax Tax of Levy Tax Tax as a Percent Delinquent Percent of

Ended Lew Collections  Collected Collections Collections of Lew Taxes Total Taxes

1991 $ 1118522 $ 987,468 88.28% $ 83,647 S 1,071,115 95.76% $ 139.066 12 43%
1992 1,068,169 969,432 90.78 106,711 1,076,143 100.75 152,004 14.23
1993 1,067,013 988,267 92.62 98,452 1,086,719 101.85 96,682 08.90
1994 1,116,945 1,033,867 92.56 86,869 1,120,736 100.34 81,336 07.26
1995 1,153,306 1,058,018 91.74 79,487 1,137,505 98.63 99,658 08.76
1996 1,198,613 1,101,388 91.89 93,663 1,195,051 99.70 77,326 06.22
1997 1,228,016 1,128,456 91.89 106,653 1,235,109 100.58 46,454 03.76
1998 1,184,204 1,119,732 94.56 89,848 1,209,580 102.15 48,046 04.06
1999 1,290,547 1,190,679 92.26 60,385 1,251,064 96.94 46,784 03.63
2000 1,328,213 1,245,592 93.78 90,071 1,335,663 100.56 46,617 0351
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Year
Ended

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

CITY OF HOMER, ALASKA

Assessed Value of Taxable Property (1)

Last Ten Fiscal Years

Real
Property

$ 150,650,550

158,253,500
160,792,600
166,210,870
171,671,589
177,061,261
182,460,650
191,928,412
218,639,912
223,830,212

Personal
Propertv (2)

$ 38,499,060

35,959,118
34,560,457
36,870,116
38,020,359
40,868,391
40,815,022
23,381,415
16,005,042
17,663,028

(1) Kenai Peninsula Borough (assessed at 100% of value).
(2) In 1998, the Kenai Peninsula Borough adopted Borough

Ordinance 97-73 that created a flat tax for watercraft, creating
a 5100,000 personal property tax exemption, and increasing

the motor vehicle tax.

95

Total

189,149,610
194,212,618
195,353,057
203,080,986
209,691,948
217,929,652
223,275,672
215,309,827
234,644,954
241,493,240

Table 5



Year
Ended

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

Y ear
Ended

1991 $
1992
1993
1994
1995
1996
1997
1998
1999
2000

CITY OF HOMER, ALASKA

Property Tax Rates and Tax Levies -
All Direct and Overlapping Governments
Last Ten Fiscal Years

Tax Rates
(Mills)

South Peninsula
Hospital Service

Area (a
component
Kenai unit of Kenai
City of Peninsula Kenai Peninsula Peninsula
Homer Borough Borough) College

5.50 7.55 2.75

5.50 8.55 2.00

5.50 8.55 2.00 -

5.50 8.59 2.00 0.03

5.50 8.59 2.00 0.03

5.50 8.30 2.00 0.04

5.50 8.30 2.00 0.08

5.50 8.30 2.00 0.08

5.50 8.00 2.00 0.10

5.50 7.50 2.00 0.10

Tax Levies

1,118,522 S 1,087,610 $ 425,586 $
1,068,169 1,660,518 388,425 -
1,067,013 1,670,269 390,706 :
1,116,945 1,661,599 388,678 6,092
1,153,306 1,801,254 419,384 6,291
1,198,613 1,808,816 435,859 8,717
1,228,016 1,853,188 446,551 17,862
1,184,204 1,787,072 430,620 17,225
1,290,547 1,877,160 469,290 23,464
1,328,213 1,811,199 482,986 24,149
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$

Total

15.80
16.05
16.05
16.12
16.12
15.84
15.88
' 15.88
15.60
15.10

2,631,718
3,117,112
3,127,988
3,173,314
3,380,235
3,452,005
3,545,617
3,419,121
3,660,461
3,646,548

Table 6



Table 7
CITY OF HOMER, ALASKA

Special Assessment Collections (1)
Last Ten Fiscal Years

Total Total
Assessments Ratio of Outstanding
Current Collected in Collections Assessments
Year Assessment Current to Amount at
Ended Billed Year Billed Year End
1991 $ 129,089 $ 265,860 205.95% $ 1,582,869
1992 137,771 414,913 301.16 1,404,360
1993 109,181 304,539 278.93 1,536,678
1994 151,033 302,227 200.11 1,277,388
1995 126,379 233,366 184.66 1,044,021
1996 113,525 216,008 190.27 828,013
1997 110,004 143,901 130.81 816,681
1998 130,614 169,889 130.07 646,792
1999 100,649 170,615 169.51 547,792
2000 91,980 132,738 144.31 415,243

(1) Includes special assessments recorded in the General Fund, Debt Service
Funds, Water Enterprise Fund and Sewer Enterprise Fund.
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Year

Ended Population

1901
1992
1993
1994
1995
1996
1997
1998
1999
2000

(1) Council determination.
(2) Includes all long-term general obligation bonded debt.

)

3937
3037
4349
4349
4133
4030
4126
4126
4154
4205

Assessed
Value

189,149,610
194,212,618
195,353,057
203,080.986
209,691,948
217,929,652
223,275,672
215,309,827
234,644,954
241,493,240

S

2
Gross
Bonded

Debt

5,413,000
4,160,000
4,026,000
3.876,000
3,705,000
3,540,000
3.355,000
3,325,000
3,060,000
2,760,000

$

Debt
Service
Moneys

Available

1,947,914
884,331
1,021,400
1,389,091
1,480,376
1,223.784
1,171,237
860,359
568,170
209,678

CITY OF HOMER, ALASKA

Ratio of Net General Bonded Debt to
Assessed Value and Net Bonded Debt Per Capita
Last Ten Fiscal Years

©)
Debt
Payable
From
Enterprise
Revenues

143,000
60,000
41,000
21,000

Tabic 8

Percent
ofNet Net
Bonded Bonded
Net Debt to Debt
Bonded Assessed Per
Debt Value Capita
3,322,086 176% S 844
3,215.669 1.66 817
2.963,600 1.52 681
2.465,909 121 567
2,224,624 1.06 538
2.316.216 1.06 575
2,183.763 0.98 529
2,464,641 115 597
2,491,830 1.06 600
2,550,322 1.06 607

(3) Includes water obligation debt and port obligation debt. Data for 1994 includes water obligation debt only.
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Table 9
CITY OFHOMER, ALASKA

Legal Debt Margin
December 31, 2000

No debt limit is mandated by law.
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Table 10
CITY OF HOMER, ALASKA

Computation of Direct and Overlapping General Obligation Debt
December 31, 2000

Percentage
Net Applicable
Debt to this City of
Name of Governmental Unit Outstanding Government Homer
City ofHomer $ 2,550,322 100.00% $ 2,550,322
Kenai Peninsula Borough 17,945,000 7.91% 1,419,586

$ 3,969,908
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Table 11

CITY OF HOMER, ALASKA

Ratio of Annual Debt Service Expenditures for
General Bonded Debt to Total General Expenditures
Last Ten Fiscal Years

Percent
(2) of Debt
Total Total Service to
Year (1) (2) Debt General General
Ended Principal Interest Service Expenditures Expenditures
1991 $ 248,000 $ 582,162 S 830,162 $ 4,997,535 16.61%
1992 1,202,500 356,221 1,558,721 5,822,000 26.77
1993 147,500 305,201 452,701 5,067,481 8.93
1994 162,500 299,357 461,857 5,169,917 8.93
1995 182,500 284,630 467,130 5,098,524 9.16
1996 197,500 272,431 469,931 5,671,467 8.29
1997 217,500 259,053 476,553 5,608,514 8.50
1998 205,000 220,981 425,981 5,771,145 7.39
1999 265,000 154,913 419,913 6,220,873 6.75
2000 300,000 127,054 427,054 5,665,706 7.54

(1) Does not include debt service paid by the Sewer, Water and Port Enterprise Funds.
(2) Includes General Fund and Debt Service Funds.
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Year
Ended

1991 $
1992
1993
1994
1995
1996
1997
1998
1999
2000

Operating
Revenues

1,957,269
1,986,500
2,183,060
2,342,746
2,351,510
2,471,376
2,389,761
2,386,190
2,360,330
2,173,072

Table 12

CITY OF HOMER, ALASKA

Revenue Bond Coverage - Port ofHomer Enterprise Fund
Last Ten Fiscal Years

Net
Revenues
(1) Available (2)
Operating for Debt Debt Service Requirements Times
Expenses Service Principal Interest Total Coverage

$ 1,879,731 $ 77,538 $ 118,394 S 180,434 $ 298,828 0.26
1,679,827 306,673 118,394 172,545 290,939 1.05

1,872,407 310,653 165,000 56,963 221,963 1.40
1,917,132 425,614 165,000 56,963 221,963 1.92
2,322,538 28,972 165,000 56,963 221,963 0.13
2,180,824 290,552 165,000 56,963 221,963 131
1,969,797 419,964 165,000 56,963 221,963 1.89
2,172,193 213,997 275,000 23,230 298,230 0.73
2,166,777 193,553 135,000 62,460 197,460 0.98
1,873,282 299,790 130,000 64,916 194,916 1.54

(1) Excluding depreciation.
(2) Required minimum coverage is 1.25.
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Year Operating
Ended Revenues
1991 $ 836,440
1992 930,071
1993 886,700
1994 914,020
1995 919,238
1996 1,043,996
1997 1,112,923
1998 1,056,071
1999 1,071,004
2000 1,160,476

(1)
(2)

Table 13

CITY OF HOMER, ALASKA

Revenue Bond Coverage - Water Utility Enterprise Fund
Last Ten Fiscal Years

Net
Revenues
(1) Available (2)
Operating for Debt Debt Service Requirements Times
Expenses Service Principal Interest Total Coverage

S 527,583 S 308,857 $ 20,000 $ 46,402 5 66,402 4.65

606,849 323,222 35,000 44,923 79,923 4.04
686,631 200,069 60,000 19,763 79,763 2.51
765,702 148,318 60,000 19,763 79,763 1.86
838,178 81,000 60,000 19,763 79,763 1.02
870,296 173,701 60,000 19,763 79,763 2.18
877,144 235,779 60,000 19,763 79,763 2.97
863,884 192,187 55,000 11,370 66,570 2.89
890,879 180,125 55,000 11,570 66,570 2.71
740,134 420,342 55,000 9,000 64,000 6.57

Excluding depreciation.
Required minimum coverage is 1.30 for 1991
through 1997, and 1.25 for 1998 and thereafter.
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Ended

1)
()

Year

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

Number of
Commercial
Permits
Issued

14
10
16

6
14
25
12
12

7

6

$

Estimated
Value

1,579,999
2,313,000
2,714,500

420,500
2,187,000
2,369,500
3,934,000
3,795,000
2,060,000
1,030,000

Individual branch office.

Kenai Peninsula Borough (property assessed at 100% of value).

CITY OF HOMER, ALASKA

Property Value, Construction and Bank Deposits

Last Ten Fiscal Years

Number of
Residential
Permits
Issued

26
24
18
38
33
38
42
44
20
23

$

Estimated
Value

1,535,775
1,144,000
1,209,500
3,735,820
2,766,500
3,171,800
3,730,265
3,219,615
3,646,000
2,611,040

@
Bank

Deposits
(in
thousands)

76,098 S
53,257
82,108
92,517
81,739
84,748
64,731
97,376
N.A.

N.A.

In 1998, the Kenai Peninsula Borough adopted Borough Ordinance 97-
73 that created a flat tax for watercraft, creating a $100,000 personal

property tax exemption, and increasing the motor vehicle tax.
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Table 14

Property Values

Real

Personal

15,650,550 $ 38,499,060

158,253,500
160,792,600
166,210,870
171,671,589
177,061,261
182,460,650
191,928,412
218,639,912
223,830,212

35,959,118
34,560,459
36,870,116
38,020,359
40,868,391
40,815,022
23,381,415
16,005,042
17,663,028



CITY OF HOMER, ALASKA

Principal Taxpayers
December 31, 2000

Taxpayer

Alaska Communications Systems
Herndon & Thompson Leasing
Circle De Pacific Corporation
National Bank of Alaska

Lands End Acquisition Corporation/Development

Robert Hunt

Harbor Enterprises Inc./Terminal Oil Sales
CGF Properties Inc./Eagle Quality Centers
Spenard Builders Supply

Maritime Helicopters/Tvlike and Mary Fell

105

Real
Property

3,713,800
1,692,800
2,834,700
3,037,800
3,153,500
2,869,000
1,833,300
1,983,400

235,500

Personal
Property

$ 9,471,883
i

1,667,337
366,564
121,560
192,158
466,552
202,422
1,732,857

Table 15

Total

9,471,883
3,713,800
3,360,137
3,201,264
3,159,360
3,153,500
3,061,158
2,299,852
2,185,822
1,968,357



CITY OF HOMER, ALASKA
Miscellaneous Statistical Data
December 31, 2000

Date of Incorporation
Authority for incorporation
Form of government

Area in square miles

Miles of City-maintained street

Emergency services:
Number of statons
Number of employees, inclusive of volunteers

Police protection:
Number of stations
Number of employees

Municipal water department:
Number of consumers
Water usage (in millions of gallons)
Miles of water lines

Sewers:
Number of customers
Miles of sewer lines

Building permits issued

Recreation and culture:
Number of Farks_ (46 acres)
Number of libraries
Number of volumes

City employees as of December 31, 2000 (full and
part—t|me§

Elections: .
Numoer of registered voters
Number of voters who cast ballots in last general
election . o
Percentage of registered voters voting in last
general election

Demographics:
Median age (1) .
Avera?e annual wage per worker-borough-wide (2)
School enrollment, City ofHomer (3%
Unemployment rate -borough-wide (2)
Homeownership (1)
Population (4)

") 1990U.S. Census

2) Stale ot Alaska. Department of Labor

3) Kenai Peninsula Borough School District

4) Alaska Department of Community and Economic Development

106

Table 16

March 31, 194
State of Alaska Borough Act of 1961
Council/Manager

10
2361

1
49

|
2

125
101
3

1,102

3363

254%

24
532275
1311
10.2%
54.1%
4205



(1)
(2)
@)
(4)

Year
Ended

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

(1)

Population

3,937
3,937
4,349
4,349
4,133
4,030
4,126
4,126
4,154
4,205

CITY OF HOMER, ALASKA

Demographic Statistics
Last Ten Fiscal Years

)
Annual
Average 3)
Wage Per Median
Worker Age
29,328 32.4
29,484 32.4
29,508 32.4
29,844 32.4
29,704 324
29,548 324
30,091 324
30,050 32.4
30,523 32.4
32,275 324

Alaska Department of Community and Economic Development
State of Alaska, Department of Labor.

1990 U.S. Census.
Kenai Peninsula Borough School District.

4)
School
Enrollment

1,436
1,241
1,486
1,317
1,341
1,364
1,412
1,321
1,343
1,311

(2
Unemployment
Rate

12.7%
14.3
12.3
12.6
12.4
141
13.6
9.8
10.5
10.2






Mikunda, Cottrell & CoO.

A Professional Corporation
CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
3601 "C" Street, Suite 600 » Anchorage, Alaska 99503
(907?) 278-8878, Fax (907) 278-5779
WWW.mcc-cpa.com

Independent Auditor’s Report on Compliance and on Internal Control Over Financial Reporting Based on
an Audit of Financial Statements Performed in Accordance with Government Auditing Standards

Honorable Mayor and City Council
City of Homer, Alaska

We have audited the general purpose financial statements of City of Homer as of and for the year ended
December 31, 2000, and have issued our report thereon dated April 10, 2001. We conducted our audit in
accordance with generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether City of Homer’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a dire tand material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit and, accordingly, we do not express :uch an opinion. Tlie result* of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing

Standards.

Internal Conf.ol Over Financial Reporting

In planning and performing our audit, we considered City of Homer’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. We noted no matters involving the internal
control over financial reporting and its operation that we consider to be material weaknesses.

However, we noted other matters involving the internal control over financial reporting that we have
reported to the management of the City of Homer in a separate letter dated April 10, 2001.

This report is intended solely for the information of City of Homer’s management, Honorable Mayor and
City Council, and appropriate federal and state agencies, and is not intended to be and should not be used by

anyone other than these specified parties.

April 10,2001
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Mikunda, C ottrell & Co.
A Professional Corporation
CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
3601 "C" Street, Suite 600 + Anchorage, Alaska 99503
(907) 278-8878, Fax (907) 278-5779
www.mcc-cpa.com

Independent Auditor’s Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordance with OMB Circular A-133

Honorable Mayor and City Council
City of Homer, Alaska

Compliance

We have audited the compliance of City of Homer with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-J33 Compliance
Supplement that are applicable to each of its major federal programs for the year ended December
31, 2000, City of Homer’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questions costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of City of Homer’s management. Our responsibility is to express an

opinion on City of Homer’s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards;
the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States. Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133, require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about City of Homer’s compliance with those requirements and performing such other procedures
as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for oui opinion. Our audit does not provide a legal determination on City of Homer’s

compliance with those requirements.

In our opinion, City of Homer complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended December 31,

2000.
l
l
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Honorable Mayor and City Council
City of Homer, Alaska

Internal Control Over Compliance

The management of City of Homer is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered City of
Homer’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose
of expressing our opinion on compliance and to test and report on internal control over

compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance woult not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to
a relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts and grants that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information of City of Homer’s management, Honorable
Mayor and City Council, and appropriate federal and state agencies, and is not intended to be and
should not be used by anyone other than these specified parties.

April 10, 2001



CITY OF HOMER, ALASKA
Schedule of Findings and Questioned Costs

Year Ended December 31, 2000

J. Summary of Auditor’s Results:
Financial Statements:
Type ofauditor’s report issued:

Internal control over financial reporting:
Material weaknesses .dentified?

Reportable conditions identified that are not
considered to be material weaknesses?

Noncompliance material to financial
statements noted?

Federal Awards:
Internal control over major programs:

Material weaknesses identified?

Reportable conditions identified that are not
considered to be material weaknesses?

Type ofauditor’s report issued on compliance for
major programs:

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of
Circular A-133?

Major programs: Agency CFDA Number

Department of Commerce 11.300

Dollar threshold used to distinguish between
Type A arid B programs

Low-risk auditee
Il.  Financial Statement Findings

I1l. Federal Awards Findings and Questioned Costs

112

AUDIT RESULT

Unqualified

yes X no

yes X none reported

yes X no

yes X no

yes X none reported

Unqualified

yes X nho
Program
Kachemak Bay Visitor
Center
5300,000
No
None noted

None noted



CITY OF HOMER, ALASKA

Summary Schedule of Prior Audit Findings

Year Ended December 31, 2000

There were no prior year audit findings.
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CITY OF HOMER, ALASKA
Corrective Action Plan

Year Ended December 31,2000

There are no current year findings; therefore no corrective action plan is required.
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Independent Auditor’s Report on Compliance and on Internal Control Over Financial Reporting Based on
an Audit of Financial Statements Performed in Accordance with Government Auditing Standards

Honorable Mayor and City Council
City of Homer, Alaska

We have audited the general purpose financial statements of City of Homer as of and for the year ended
December 31, 2000, and have issued our report thereon dated April 10, 2001. We conducted our audit in
accordance with generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether City of Homer’s financial statements are free of

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncomp) ance that are required to be reported under

Government Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered City of Homer’s internal control over financial

reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving
the internal control over financial reporting and its operation that we consider to be material weaknesses.

However, we noted other matters involving the internal control over financial reporting that we have
reported to the management of City of Homer in a separate letter dated April 10, 2001.

This report is intended solely for the information of the City of Homer’s management, Honorable Mayor
and City Council, and the State of Alaska, and is not intended to be and should not be used by anyone

other than these specified parties.

April 10, 2001
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Mikunda, Cottrell & Co.
A Professional Corporation
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Independent Auditor’s Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordance with the State o f Alaska Audit

Guide and Compliance Supplement for State Single Audits

Honorable Mayor and City Council
City of Homer, Alaska

Compliance I
We have audited the compliance of City of Homer with the types of compliance requirements
described in the State o fAlaska Audit Guide and Compliance Supplementfor State Single Audits

that are applicable to each of its major state programs for the year ended December 31, 2000.
City of Homer’s major state programs are identified in the accompanying schedule of state
financial assistance. Compliance with the requirements of laws, regulations, contracts, and
grants, general requirements, and the specific requirements applicable to each of its major state
programs is the responsibility of City of Homer’s management. Our responsibility is to express

an opinion on City of Homer’s compliance based on our audit. m

We conducted our audit of compliance in accordance with generally accepted auditing standards;
the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States and the State of Alaska Audit Guide and
Compliance Supplementfor State Single Audits. Those standards and the State ofAlaska Audit
Guide and Compliance Supplementfor State Single Audits require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major state
program occurred. An audit includes examining, on a test basis, evidence about City of Homer’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
Our audit does not provide a legal determination of City of Homer’s compliance with

opinion.
those requirements.

In our opinion, City of Homer complied, in all material respects, with the requirements referred
to above that are applicable to each of its major state programs for the year ended December 31,

2000. i
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Honorable Mayor and City Council
City of Homer, Alaska

Internal Control Over Compliance

The management of City of Homer is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to state programs. In planning and performing our audit, we considered City of
Homer’s internal control over compliance with requirements that could have a direct and material
effect on a major state program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on the internal control over
compliance in accordance with the Slate o fAlaska Audit Guide and Compliance Supplementfor

State Single Audits.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts, and grants that would be material in relation to a
major state program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to be material

weaknesses.

This report is intended solely for the information ofthe City of Homer’s management, Honorable
Mayor and City Council, and the State of Alaska, and is not intended to be and should not be

used by anyone other than these specified parties.

April 10, 2001
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STATE OF ALASKA

LOCAL BOUNDARY COMMISSION

IN THE MATTER OF THE MARCH 20,
2000 PETITION BY THE CITY OF
HOMER FOR ANNEXATION OF
APPROXIMATELY 25.64 SQUARE

MILES

TRANSCRIPT OF MEETING,

CONTINUED (EXCERPT: DECISIONAL SESSION)

Held in Homer, Alaska - December 15,

MEMBERS:

Kevin Waring, Chairperson At-Large
Kathleen Wasserman, Vice-Chairperson

Allan Tesche, Member, Third Judicial
Ardith Lynch, Member, Fourth Judicial

Dan Bockhorst, Staff
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1943 Hillcrest Drive
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(Requested por.ion begins:)

CHAIR WARING: Thai llicn concludes the public hearing part
of lire agenda, and we arc now al item VIl on the agenda, which
is Ihc point at which the Commission will decide whether to
proceed to a decisional session at that lime —at this time.

Let me ask the sense of the Commission about two things: first,
whether we arc all prepared to proceed to a decisional session.
and then whether we would wish to continue on with - with the
meeting at this lime or recess - it is 11:48 - recess for

lunch and return afterwards. First, is there any member of the
Commission who would wish to defer proceeding to a decisional
session at this time? Apparently it is the - the wish of the
Commission to - to hold a decisional session.

What is the Commission's preference about conthuing on
now or taking timeout for lunch and returning after that?

UNIDENTIFIED SPEAKER: It's fine with me to go on.

CHAIR WARING: Pardon me?

UNIDENTIFIED SPEAKER: It's fine with me to go on.

CHAIR WARING: Commissioner Tesche? 1think it is the —
the preference of the Commission to proceed right to decisional
session now.

Let me take a - amoment to explain what our process is
during a decision session. At this point Ihc - the record is
concluded, including the record of the public hearing. Our
practice once we have a motion before the Commission to act on

the petition is to proceed through each of the - in this case
14 - standards that are applicable. These arc the 14 standards
that were summarized in one of the handouts that was available
at the door. The Commission will proceed in turn through each
of the applicable standards. Typically we have one member of
the Commission - we rotate through - lake the lead in
addressing in their view how the facts of the —the record arc
to he weighed in accord with the —with the applicable
standard. Every commissioner has an opportunity to address, if
they wish —if they wish, each of the —of the 14 standards.

The —a majority of the Commission is required to approve
any petition for annexation. In this case it will be - it
would require a vote of three members of the Commission in favor
ofa—an annexation petition to approve it. Also, what the
Commission individually must - the commissioners individually
must conclude that the petition that —that is to be voted on
meets every one of the standards; that is, if - ifa
commissioner feels that one of the standards is not met
adequately, then —then the - the commissioner would vote
against the petition, and if a majority of the Commission, on
Ihc other hand, did not feel that each of the standards was met,
then the - Lie result would be that the petition would not
be - would not be approved.

So we will then proceed to discuss in turn the 14
standards that apply. What 1will do for aud- for the benefit
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of the audience is read each of the applicable standards, and
then, as 1say, a commissioner will - one commissioner will
begin the discussion and other commissioners add to it as they
see fit. The ethe first standard deals with the

compatibility - pardon me, Before we begin 1think we need to
slop and ask if there is a motion TorCommission action on the
petition,

COMMISSIONER TESCIIE: Mr. Chairman.

CHAIR WARING: Commissioner Tesche.

COMMISSIONER TESCHE: Yes. With respect tothe - the
application by Ihc City of Homer to annex an estimated 24 64
square miles, 1will —25.64 square miles —Lwill move to
approve the application with the suggested boundaries as set
forth by staffin staffs final report, and | will get the page
for that —as set forth on page 33 of stafl's final report.

COMMISSIONER WASSERMAN: I'll second.

CHAIR WARING: Commissioner Tesche has moved and
Commissioner Wassennan seconded that the Commission approve the
petition for--the City of Homer’s petition for annexation in
the form as recommended by die —with the boundaries -1
presume you mean the boundaries, Commissioner Tesche.....

COMMISSIONER TESCHE: That is correct.

CHAIR WARING: ...asrecommended by - in the staff
report on pages 32 and with subsequent - pardon me, that -
that - on page 32 of the report with the boundary adjustments

as recommended by staff. Shall wc pro- are we prepared, then,
tomove to discussion of the motion?

UNIDENTIFIED SPEAKER: Yes.

CHAIR WARING: Okay. The firstapplicable standard stems
from 3AAC 110.100. The substance of that standard deals with
the compatibility of the territory proposed for annexation and
the existing city. Briefly, it reads: The territory must be
compatible in character with the annexing city. In this regard.
the Commission will, in its discretion, consider several
factors, and they are enumerated in the - in the regulation,
and Commissioner Wassennan will - will initiate discussion of
that standard and its application to - to the petition.

COMMISSIONER WASSERMAN: The applications concerned Intld
use nnd subdivision platting, salability of land, popula‘ion
density, cause or recent population changes, and suitability of
the territory for reasonably anticipated community purposes. In
reading all of the documentation that we received, and in
listening to testimony, it appears that sa- taxable sales in
the proposed 25-plus square miles arc more than S14 million, and
it scents like most of that seems to be concentrated primarily in
the Millers Landing area. There appears to be substantial
commercial development along the Sterling Highway nud - ns well
asa number of governmental sites in the territory, including
borough, slate anil federal land, and much of the territory
with —much of the territory land is vacant land.

TRANSCRIPTS ONLY
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So that shows u large diversification of different types
of land use within the territory proposed for annexation, but
those same diversities appear to be present within the City of
Homer, including larger tracts of vacant land, city, state and
federal holdings, and large and smaller parcels. The smaller
subdivisions that are closer to the north end of the present
boundary seem to have smaller lots than those, of course, up on
the northern end, and it seems like as you gradually get away
from the northern boundary of the City that the lots become a
bit larger on the whole, but the areas closer to the present
city boundaries have smaller lots interspersed with larger ones,
but the City of Homer also seems to have many smaller lots
interspersed with larger ones.

Also, the elevation in the territory: It scents with the
City the elevation goes to about 1400 feet from sea level, and 1
know that was one of the arguments brought up was (hat, you
know, there's this large block in different geographic land —
the layout of the land, but it seems like there is quite a bit
of diversity within the City of Homer and with- within the
territory in elevations and geographic features.

I think - | - | noticed one thing that - one of the
applications for the standard is the significant development in
the territory, and many of the respondents said that the growth
within the territory was static. A couple of them said that the
growth within the territory was much larger than Ihc growth

within the City, so there didnt scent to be agreement on that
even within - according to the respondents themselves. So it
appears that there's a hit of diversity in that aswell. So 1
would say that you arc never going to find two areas where the
diversity is - or - or - or where the - where the land use
is exactly the same. So 1would say that the land within the
territory, which is predominantly residential and/or privately
owned, as within the City, all of this would - would lead me to
say that the pcTlion for annexation by the City satisfies the
compatible c! aracter standard set out in 3AAC 110.100.
CHAIR WARING: Thank you, Commissioner Wassennan. Do
other members of Ihc Commission have anything to add on - on
that particular discussion?
Jjust wanted to - toadd that in - 1believe based on,
you know, information that is in Ihc record and much of,
actually, the comment that we received, it is plain that - to
me that this larger region is - is an organic holding and - in
the sense that it is acommon area within which people move for
work, for trade, and that the —by and large the area that —
even the extensive area that is proposed in the City's petition
is an organic part of the - the city. 1think that if -if we
are addressing simply the - the area that is recommended by
staff, which is a much more modest area and close to the city
and much more similar in density and development patterns to -
to the city itself, that there is very strong information in the
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record that - that these two areas, the lesser area that is
proposed by staff, that it is compatible with the existing city,
and so 1would concur with Commissioner Wassennan in that
respect.

Arc there further comments? Then we will move on to the
second standard, which is a fairly straightforward matter of
fact. The relevant regulation leads as follows: |f a petition
for annexation describes boundaries overlapping Ihc boundaries
ofan existing organized borough, unified city - pardon me —
unified municipality, or city, the petition for annexation must
also addicss and comply with Ihc standards and procedures cither
forannexation of the enlarged city to the existing borough, or
detachment of the overlapping region from Ihc existing organized
borough, municipality or city. The - the question at issue
here is whether there arc overlapping boundaries affected by
this proposed annexation petition. Commissioner Tesche.

COMMISSIONER TESCHE: Thank you, Mr. Chairman. As you
stated, this is very straightforward. 1concur in the comments
made by staffat 201-202 of its preliminary rcpoit. To me it
unconlroverted that the proposed expanded jurisdictional area of
the City of Homer - and, again, Lrefer to the smaller area on
Ihc table - lies entirely within the corporate limits or the
Kenui Peninsula Borough, and (hat although the proposed expanded
boundaries of the city adjoin the corporate limits of the City
of Kachcinak, they do not overlap (hose boundaries or boundaries

ofany oilier existing city government. So on this technical
stand there's no question in my mind or in the record that the
standard of 3AAC 110.130(c) is satisfied. Thank you.
CHAIR WARING: Thank you, Commissioner Tesche. IS there
any further discussion of that standard?
Itearing none, then we will move on to the third applicable
standard, which again deals with a - a matter of fact, and that
is Ihc contiguity of the area ptoposcd for annexation am. lie
existing city. That standard , -adsas follows: Absent a
specific and persuasive showing to the contrary, the Commission
will, in its discretion, presume that territory that is not
contiguous to the annexing city does not meet the minimal
standards required for annexation. Commissioner Lynch.
COMMISSIONER LYNCH: Clearly, the territory recommended by
DCED staff, as well as the territory in the original petition,
are geographically contiguous to the existing boundnrics of the
City of Homer, as well as being connected by a network of
roadways, so this proposal clearly satisfies the proximity
standards of this regulation.
CHAIR WARING; Thank you, Commissioner Lynch. Is there
any further discussion un that standard?
Seeing none, then we will proceed In the fourth standard,
which deals with the civil and political rights of residents of
Ihc affected area. The pertinent state standard reads as
follows: A petition will not be approved by the Commission if

3 (Pages 6 to 9)
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Ihc effect of the proposed change denies any person ihc

2 enjoyment ofany civil or political right, including voting

3 richls, because of race, color, creed, sex, or national origin.

4 And | would mention that this particular standard in the state
5 regulations subsumes or essentially parallels a requirement in
6 federal law to the same effect, and 1will first address —

7 address this standard.

8 | - based on the record, 1think there has been no

9 showing that on that particular specified issue, that is. civil

10 orpolitical rights, including voting rights, being denied

Il because of race, color, creed, sex, or national origin, that

12 there is no -mno information in the record thatin any way

13 residents in the area that would - is proposed for annexation
14 would be - would be denied civil or political rights for those
15  reasons that are specified in the state regulations and in

16  the - the federal law. So | think on - on that count the

17 standard is —is met.

18 There have been other issues raised in regard to voting

19 and civil rights in the course of presentations, testimony and
20  continents made to Ihc Commission, and this seems a good point
20 to —to address those. First, there is - has been an alleged

22 constitutional issue raised that annexation without a vote of
23 theresidents or property owners perhaps was in some manner an
24 infringement of constitutional rights of those parties affected.
25 Thisis, in fact, for the Commission and for the State of Alaska

a settled mutter o fconstitutional law. The very first ease, in
fact, involving the boundary commission - a ".oundary commission
decision that was appealed to the stale supreme court addressed
this issue specifically; that is, the rights of - the question
ofwhether residents of an area that was affected by annexation
did have a vested constitutional right to vote on the

annexation, and dwill simply take amoment and read ham that
slate constitutional decision what the language of the court was
on this issue. Again, it was addressing the question of whether
residents of an annexed area were entitled to avole on the
annexation.

The words of the court were: Thrise who reside or own
properly in an area to be annexed have no vested right to insist
that annexation lake place onl/ with their consent. The subject
of expansion of municipal boundaries is legitimately the concern
of Ihc slate asawhole, and notjust that of the local
community. There has been no infringement o; deprivation of
rights protected by the fourteenth amendment - that is, the
fourteenth amendment of the federal constitution. In short, the
state supreme court has had (his issue presented to it and has
made a decision affirming that —that no —there is no vested
constitutional right to a vole on an annexation, and the - the
commission is - is abiding by that decision of the stale
supreme court. None of that speaks to the merits of the
proposal in —in other respects.
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There is a —a second important issue that has been
raised, and —and that is this question of whether the
Commission should consider or require in some manner or
condition that the - if - if the petition is approved, that
the terms of those elected officials now in office in the City
of Homer be truncated, to allow in (he —the near future an
election at which all residents ofihc city and including Ihc
areaannexed would have an opportunity to vote afresh forall of
their elected representatives. There are a couple of aspects of
this (hat - that Iwould like to address.

First, the Commission did request a—an opinion from the
state attorney's - attorney general's office as to whether the
Commission had the authority and could exercise the authority to
truncate the terms of city officials as a condition or a
recommendation of - ofihc decision for —to - to approve any
part of the annexation petition. A copy of the attorney - we
have a copy of Ihc attorney general's opinion on tlia:, and 1
believe it has been made available to - to respondents in
the —Ihc petition.

Basically, the attorney general’s office advised us the
following: That Ihc Commission docs have, in the - in the
opinion of ihc attorney general, does have the potential
authority to truncate terms of city officials were it to find
that is justified by the facts, and direct a new election.

That's only part of the story. The attorney general's office.

relying on another supreme court decision, also advised us that
in the absence oritaving adopted regulations, the finding -
procedures and standards under which the Commission would make
such a finding and impose such a condition, the Commission did
not have the practical authority to do that; that is, to impose
arequirement for truncation of the terms o f sitting city
officers.

The third case that went to the state supreme coun
liligalir  decision of the Commission dealt with that issue.
There is state legislation that defines and - the powers that
the Commission can exercise specifically mandates that the
Commission have adopted regulations to guide its —the exercise
ofits powers. In this ease the Commission has not adopted such
regulations, and, therefore, the advice of the attorney general
is that were we to exercise such powers we probably would be -
attempt to impose that sort of condition, we could not sustain
it in litigation. That is the legal advice of the attorney
general, and as a rule we are inclined as a commission to take
Ihc advice of our lawyer.

There is a separate set ofquestions, two that arc worth
addressing, and that is questions of fact, and the —the
essential point 1think that has been made is tltul residents who
were brought into the city by incorporation would for some
period of time be represented by elected officials for whom they
did not vote. This is as - even at the reduced scale that we
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1 arediscussing now, thal is, the area recommended by the staff,
2 this is asignificant annexation and bringing within the city if
3 itis approved a substantial population, approximately 18to 20
4 percent enlargement of the city's present population. So 1
5 think itis - it would be good to consider whether us a matter
6 of fact were there —were the Commission in a position to
7 exercise this power, whether the Commission should, and so | ask
8 myself, given the facts, whether —what - what | would - what
9 my finding would be.
10 1- 1guess in principle 1would - one puint to make is
1 that - and —and | don't think that the - ihc point is thal
12 oneindividual finding themselves newly in a territory where
13 they have not in (he past -pardon me, in a city - not in the
14 past have had an opportunity to vote for their representatives,
15 justifies anew election. In fact, wholly apart from
16 annexations, there is a lot ofcome and go in any municipality,
17 and for that reason there will always be residents who have not
IK had achance to vote for the elected officials who for the
19 moment represent them. It's also the case that people come of
20 age and have —new ly enfranchised, and until they get their
21 first opportunity to vo<. they —they are effectively not
22 represented by elected officials.
23 Actually, in —and the point is made there is in the —
24 in the record thal there is a significant amount of turnover as
25 aroutine matter, not only in Homer, but in all municipalities.
15
1 probably on the order of five or more percent a year, so that
2 overacourse ofacouple ofyears between any scheduled
3 elections there is - there is always going to be a substantial
4 population that has not voted for the elected officials. This
5 s perhapsjust a - an instance of the same phenomenon ata —
6 atanumerically larger scale
7 There arc other attenuating factors that | think, you
8 know, are worth considering. First is that electing your public
9 officials is not the only way available to people to influence
10  public decisions. There arc, you know, routinely public
1 meetings, public hearings, that deal with city business, and
12 hearings on budgets, on appropriations and levies, and —and
13 other municipal decisions, so there is over time always
14 opportunities to participate in public business. Also, there is
15 the fact that once elected there is always another election
16 coming and representatives in office are accountable to the next
17 election, you know, by anticipation to the next election, as
18  well as to those who elected or voted lor them in the past
19 election. It'sa fact, loo, that all of the elected scats, |
20 understand, in the municipal city council are at-large seats, so
21 that it is not as if there were -ethey were —represented some
22 areasof the city and - exclusively, and, therefore, there
23 would he with annexation an area that was orphaned anil had no —
24 no representative at all to - to represent it.
25 A further fact is that there are, in fact, within the next
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seven months elections scheduled for three of the seven elected
officers of Ihc city, two representatives and the mayot, and
thal anuthci year alter that two more come up, and another year
alter thal Ihc final two, so that in a relatively limited period
oflime there will be opportunity to - for all citizens of the
City ofthe Ztomer, voters in the City of Jontcr, regardless of
what iu boundaries arc, to participate.

The sum of this, 1think, is thal 1- 1would be - my —
my vote would be that even with tire —the facts of the case if
we do approve the —something on die order of die lesser
petition, the facts don't add up to a compelling reason to —to
take what would be for the Commission an unprecedented step,
to —to truncate the terms of siding officials. 1think that
the scale of change thal - thal would be - result Rom - from
approval of petition is —is just not on the scale or Ihc order
dial would justify in iny judgment fiir die Commission an acliou
of lital sort. So 1would find that not only docs the - the
petiiion satisfy that original standard that | met —thal 1
read, but Ih.il if —if we choose to address it, it would not
support truncation, a —a condition or a motion to truncate the
terms of city officials and - and prompt a new election. And 1
will give other commissioners an opportunity to add to that.
Commissioner Tesche.

COMMISSIONER TESCHE: Thank you, Mr. Chairman. Briefly,a
concurring opinion on two points. First, as far as truncation

17

of the terms of current members of the city council, (here are
really two questions there. Number one, docs the Commission
have the power at this time in the absence of regulatory or
statutory authority to truncate terms in connection with a - an
application for an annexation, and then secondly, if it does, do
the facts warrant such an action, which 1would agree is
unprecedented. 1lbelieve that particularly with respect to the
smaller annexation thal is on the table at this time the facts
would not warrant the extraordinary and unusual step of
truncating terms ofelected officials, and thal for that reason
it's unnecessary to reach the issue or even decide whether the
Commission in the first instance has Ihc power to do so in the
absence of regulation.

Secondly, with respect to the - the political rights
issue, certainly, there is a - a grave concern expressed by a
number of Ihc respondents here that they should be afforded a -
avote, and 1- ltake that to mean a separate vote in the area
proposed for annexation on the question of whether or not city
services will be extended into that area, From my reading of
the same ease law cited by you, but ulso Ihc area G homeowners
case in Anchorage, lam convinced based on prior court decisions
that our court would not agree with the proposition espoused
here, thal there is a constitutionally or statutorily recognized
right of vote in this nrca for wital would amount to be u veto.
Parenthetically, Iwould also note that we have an attorney

5 (Pages 14 to 17)
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general's opinion on house bill 13 and 1concur with the
reasoning of that decision, inasmuch as the hill itsclfdocs not
address separately-granted powers to the Local Boundary
Commission for annexations.

But to me the most significant effect of this application
on political rights is to provide the approximately 898
residents in the area - in the new area proposed for annexation
the right for the first lime to participate in voles as they
will come up in the future on city council scats. There arc
approximately 3,946 residents in Ihc city itself. Those when
added olhc 898 will yield a new city population of 4,844. Any
amateur or professional politician who sits on Ihc city council
at this time or who in the future might wish to sit on the city
council must take these numbers to heart and realize thal if
approximately 50.60 or 70 percent ofall of those people will
be registered voters, thal several hundred new registered voters
added to Ihc mix, if you will, in local elections can and will
most likely have a very decisive effect on local elections. So
there is a new political right being extended by litis
application, so for that reason, certainly, 1believe Ihc
standard has been met,

CHAIR WARING: Thank you, Commissioner Tesche. Do other
commissioners have anything to add?

Forgive ntc, I'nt going to lake an opportunity, a brief
opportunity, to supplement Mr. Tesche and my own remarks on —

19

on this particular point, because 1-1 feel with and think
with many ofyou who spoke to the Commission and 1would like
this to be reflected in our decision record, thal this issue of
voting rights is in some form avery valid one, and | see it in
a somewhat different light,m ust say, than - than Lheard
from - from looking at the testimony or interpret
(indiscernible). There is one revolutionary principle of
longstanding appeal in our nation's history that 1did not hear
at this testimony at this - at this hearing, and that is the
principle of taxation without rep- representation. | did hear
lots of information to the effect that residents who lived
outside ol'lhc city paid taxes, paid sales taxes on businesses
in (he city, but no complaints that they were in any fashion
deprived of taxation without representation. The - and 1
believe that Ihc long-run effect of an annexation o fis area
will be - toapprove it would be to endow some of those
residents with the opportunity to participate in government.
One of the underlying principles, 1think, of —of the
slate constitution on local governmental matters was - pardon
me - the - it's been said titut hc Commission has a great deal
ofauthority in - in this matter, and actually the Commission's
scope of authority is a -- significant, hut fairly narrow, the
main partofit being to define the governmental jur—the
jurisdictional atcas within which the controversies and debates
oflocal government occur. There is | think an important

6 (Pages 18 to 21)
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principle that governmental jurisdictions do encompass residents
who share problems and share issues and share a government, in
that rather than having fights between governments we have
governments with territories sufficient to keep the local
government debate, so to speak, within the family. 1do think
that ihc gentleman who spoke initially to the Commission this
morning made - made an excellent point on that regard. In
substance, 1think dwill just repeat, 1believe the - this

standard is satisfied by the - the record.

And hearing no further comment we'll move on to Ihc - the
next standard, which reads as follows, and Commissioner
Wassennan will address it: The proposed boundaries of the city
must - that is, with the annexation - must not include entire
geographical regions or large unpopulated areas, except when
boundaries arcjustified by the application of standards in
certain referenced parts of.....

(Tape changed to No. 13)

COMMISSIONER WASSERMAN: ...the borough, like
uninhabited areas, from being annexed. So as there arc parts of
litis territory that scent to be uninhabited toa bit, they arc
just partially uninhabited. So | would say that the City of
Homer's proposal that has been adjusted by DCED staff satisfies
3 AAC 110.040-0r,120(d). I'm sorry.

CHAIR WARING: Thank you, Commissioner Wassennan, Are
there any additions to Commissioner Wnssennan's assessment of

2

that standard?
Hearing none, then we will move on to the sixth applicable
standard dealing with the population size and stability of - of
the resulting city boundaries, and that reads as follows: The
population within the proposed boundaries of the city must he
sufficiently large and stable to support the extension of city
government, And then the regulation enumerates certain factors
that ihc Commission may consider. Mr. Tesche.
COMMISSIONER TESCHE: Thank you. Mr. Chairman. First 1
want to remind [hc Commission and public that my comments arc
addressed to the 3.9 acres, approximately, recommended by staff
inits - its final recommendation. The standard . issue here
is population, found at 3AAC 110.120. 1believe die standard
is easily met here. 1would incorporate the more detailed staff
analysis and findings at 219 to 226 o f its report.
There are basically two elements that have to be
satisfied: first, that ihc population of the entire area, and
that is ihc area that includes the city and the area to be
annexed, is large enough to suppor ily government. The
analysis dial we have suggests that with the new 3.9-acrc
annexation proposed added to Ihc current area of Ihc city we
would have probably the seventh-most populous city government in
Alask; G'.arly, that is a population that is large enough to
support city government throughout the entire urea. That
portion of the slandatd is easily met.
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Somewhat more interesting is Ihc second element of this,
and (hut is stability, it is not enough to have sufficient
people. There has to be a population that is stable, and by
that Ihc statute and the regulations require us to look ata
number ofissues. Looking at those briclly, the duration of
residency is one factor that we can consider, and | would rely
particularly on the testimony ofthe —of die residents that
was given to us here in finding thal - that by and large the
population of Homer is a comparatively long-term - long-term
residents, perhaps more than many other cities in (lie slate. |
know that a number of people here witli considerable pride
testified as to how many years they'd lived in Alaska and lived
in this borough, and indicating relatively long duration of
residency.

Historic population changes: That I think shows steady
growth, probably tied to Alaska’s economy, perhaps most in
fishing and tourism, but steady, clear growth over the last 40
or 50 years, which indicates that, again, there's an element of
stability in the population here.

Seasonal population changes: 1think the concern there is
that yon could meet a lot of these other standards, but if you
have large numbers of migrant workers moving into the area
solely for the purpose of work and then people who leave as soon
as the jobs arc finished on a seasonal basis, that that type of
population may not he as supportive as a population which | find

23

exists in ilonicr, and thal is a number oTpeople or perhaps many
people who, while they work seasonally in summer fishing and
oilier businesses, tourism, remain here in llomcr, and
understandably su. This isa - this is a very pleasant.
cohesive community, and a - | think a fine place for people to
live, even though they may not technically be employed lull time

during the year.

Finally, the other consideration is die age distribution.

and | suppose there if there was something unusual about Ihc age
distribution or die patterns of the population that would —

that would again suggest thal perhaps the population is nut as
stable or it has some quirks about it. |see nothing in Ihc

record to suggest thal there's any unusual pattern of age
distribution here in Homer that would call into question the
ability of the population within Ihc area to be annexed in the

city to support municipal government. So for ail of those
reasons | would find this standard of3 AAC 110.120 has been
met.

CHAIR WARING: Thank you, Commissioner Tesche. Docsuny
commissioner wish to add to Commissioner Tcsche's analysis?
Then we'll move on to (lie seventh standard, which deals

with the resources of the proposed expanded city. The app~
applicable standard reads as follows: The economy within the
proposed boundaries of die city must include the human and
financial resources necessary to provide csscnliul city services
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on uu efficient, cosl-cflcclive level, and then goes on to
enumerate a series of 10factors thal —that lire Commission —
specific factors that the Commission may —may consider in
applying that standard. Commissioner Lynch.

COMMISSIONER LYNCH: Thank you, Mr. Chairman. | think I'm
going to discuss these 10 factors in order. The first one is

the reasonably anticipated functions of Ihc city and the
territory being annexed, and those functions are listed in the
petition. They include the - the services thal the city is
providing now within its boundaries. | would also note that
some of these services are available to residents outside Ihc
city boundaries. Some, of course, such as road services, arc
only provided within Ihc city boundaries.

Tire next factor is the reasonably anticipated new expenses
ofthe city, and | understand from the testimony that there's
some quesliun as to the City's ability to estimate those, but |
think we need to recognize thal although they're not necessarily
cast in concrete, they arc reasonable. The City's providing
those sendees now and has a good basis for estimating those for
the future.

The next factor is Ihc actual income and the reasonably
anticipated ability to collect local revenue and income from the
territory, |think again the City has a good basis for knowing
what the local properly lax base is there, a fairly good
estimate of the ability to collect sales lax in thal area, and

25

(lie analysis is that the - the revenue in that area would
exceed the expenses of providing the services.

Thai leads into the next factor, the feasibility and
plausibility of the anticipated operating budget of the city,
and | think thal it can he reasonably anticipated that any
increased costs (hut ate associated with future growth in the
area to be annexed would be offset by the increased properly tax
and sales tax revenue

The rext factor Is the economic base of (lie territory
after annexation. | think the economic base in this - in the
territory is stable, with some —some amount o fgrowth. And
the same is true for the property valuations in the territory
proposed for annexation, that there's probably likely to he some
steady growth in that area, also.

Thai again leads into the next factor, which is the
existing and reasonably anticipated industrial, commercial and
resource development in the area. Some of the territory is
residential; other is more suited for commercial and industrial
development.

So for these reasons | believe that Ihc standard set out
in 3AAC 110.110 is satisfied by the Homer annexation proposal,
and specifically in the 3.9 miles in the staffs recommendation.

CHAIR WARING: Thank you, Commissioner Lynch. Do
commissioners have anything to add to her discussion?

Then we will move on to the eighth applicable standard,

7 (Pages 22 to 25)
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nmi that deals with a transition plan, and there are three

parts, three pertinent parts, actually, of that standard thal

apply to this particular annexah -n To deal with them in turn,
the - the first clement reads as follows- A petition for
incorporation - a petition for annexation must include a
practicable —practical plan in which the municipal government
demonstrates its intent and capability to extend essential city
services into the territory proposed for annexation in the
shortest practicable —practicable lime aficr the effective

date of the proposed change. And let me lake a moment to
preface discussion of that standard with n briefexplanation of,
as | sec it, what the intent ofthc requirement fora

transitional plan is.

The Commission deals with a wide variety of municipal and
borough governments across the state, some large, some small,
some sophisticated, some very elementary. They have varying
degrees of capability and financial and staff resources
available to them. A's'understand it, the intent of this —
this standard is to put on the petitioner a burden of
demonstrating that they have given forethought to the question
of how it will act to extend services to the territory they
propose to admit, annex, and show thal it has some good faitli
intent to do that. Compared to many of the cities that we deal
with, llomcr - the City of Homer does in fact - is a
substantial municipal government with superior resources and

27

staffcapabilities than many other municipalities —city
municipalities throughout Ihc stale.

I believe that in Ihc information the City has provided
and based on the analysis that the stafflias done of - of that
information, that the - the City lias satisfied the intent of
this requirement. The City has not presented a transition plan

or practicable plan - practical plan that includes an adopted
budget or ordinances or a tax levy or anything of that sort, hut
that is not the requirement, that the City spell nut in every

jot a\d tittle what it will do, but to provide the Commission
evidence that it has given foresight —fore- forethought to —
to what it will need to do to provide services to the annexed
area if the petition were approved, and | think it has done
thal, satisfied that standard for the - the area proposed by
staff for annexation.

The second element of this standard reads as follows: A
petition for a proposed action by the Commission must include a
practical plan for assumption of all relevant and appropriate
powers, duties, rights, and functions presently exercised by an
existing borough, city, service area, or other entity located in
the territory proposed for - for change. Again, we did have —
we have Ihc record and we do have the information, statement,
provided by the representative of the Kcnai Peninsula Borough
and the City that they have discussed and expressed a confidence
that they can resolve questions ofassumption of - by the City

8 (Pages 26 to 29)
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of fire and emergency services and road services from the
Borough if- if, indeed the--the Commission approves the
petition. Again, | think that us far as this standard requires.
the —the City and the record itself substantiate thal - thal
the requirement has been —has been met.

Finally, the third clement in this requirement is - reads
as follows: A petition for a proposed action by the Commission
must include a practical plan for the transfer and integration
of all relevant and appropriate assets and liabilities ofan
existing borough, city, service area, or other entity located in
the territory proposed for change. Again, wc heard statements
from both the representative o f the Borough, which is
responsible ultimately for the services areas, and from the City
that they arc confident thal they can resolve the issues, many
of them enumerated, at least on the Borough's part, as it would
affect them by the borough attorney. They both expressed
confidence, that is, the Borough and Ihc City, that they would
be able to satisfactorily resolve all these tiansitiona! issues
which she enumerated. Therefore, | believe that Ihc petition
also satisfies this third clement of - of this standard.

Finally, I think | heard the Borough representative say
thal there were no assets — transfer of assets involved in
the - in the case —expected in the case of the Kachcmak
emergency service area, and, again, concurrence by the City that
they basically were in agreement with - with the statement of

29

the Borough. So I don't think that there is any obstacle in
that element,

So, in sum, 1helieve that the record and the statements
ofthe two affected local governments, the borough and the City,

are adequate basis for finding thal this - the requirements of
this particular standard arc met. Do other commissioners wish
to add anything on thal —that count?

[ tearing none, we will then move on to the ninth standard,
Which reads as follows: The proposed boundaries of the city
must include all land nnd water necessary to provide the lull
development of essential city services on nn efficient, cost-
effective level, and then goes on to enumerate five specific
factors that the Commission may consider in applying this
standard. Commissioner VVassemian.

COMMISSIONER WASSERMAN: Thank you. Mr. Chairman. The
territory closest to the current bounty —boundaries of the 39
square miles that's been recommended by DCED seems to Invc a
great deal of development for residential, commercial and many
other purposes The density of the 3.9square miles is 230, and
the average ofall Alaskan cities is only 174, so once again it
shows that the density is in keeping, if not higher than the
average of other Alaskan cities.

As faras transportation, there are seven major roadways
that scent to come into the area, nnd those roadways would - do
serve to link Ihc area, and which would lead lo Ihc sharing of
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cultural, economic untl employment endeavors. And we heard much
testimony to the fact that everyone in the community seemed to

feel thal this was one community, even though there seemed to be
corporate boundary lines thal - thal not everyone was in favor

or.

The City has been authorized by the Borough to exercise
extraterritorial jurisdiction in the Bridge Creek watershed, nnd
those —thal extraterritorial jurisdiction is to protect Ihc
City's water.

Also, it appears that the other provisions of service that
Ihc City of Homer provides to people outside the boundaries
would include med- emergency medical service, util- water
utility service, sewer utility service, fire protcelion, and
while there - | am sure arc arguments as to how much is
provided and to exactly what areas, it still is - Ihc City is
still providing some services to people outside of the
boundaiics, and I'm sure at a great cost.

There was - there was also the change issue. Many people
brought up that they didn't feel thal there was a need for
change, but the issue here is not just what some of the
respondents feel is the need for change. Obviously, the City
fell there was a need for change. So those two arguments 1
think need to be - to be balanced. Hopefully, in lime, when
a- asacity, any community, continues to grow their - they
have more ability to provide belter and more increased services,
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and 1think it sort of led me to realize that perhaps as the
area continues to grow the increased burden uf the taxes cannot
fall on a group of people that - that arc being asked to
shoulder all of (lie tax burden, especially in light of the
growth that seems to be taking place outside of the current city
boundaries.

Based on those facts, Iwould say that the standard set
out in 3AAC 110.130(a) is met.

CHAIR WARING: Thank you. Commissioner Wasserman. Any
further thoughts from commissioners on that standard?

Then we will move on to the tenth standard, which reads as
follows: The proposed boundaries of the city must include
only - only that area comprising an existing local community.
plus reasonably predictable growth, development, ami public
safely needs during the 10years following the effective date of
annexation of that city. Commissioner Tesche.

COMMISSIONER TESCHE: Thank you, Mr. Chairman. This
standard breaks down into two different issues The first is
whether the - the boundaries encompass only an area
encompassing an existing community, and then a second standard
with respect to the foreseeable growth in the area. As to
whether the area proposed —and, again, Lrefer to the new
recommended area by staff—whether that constitutes an
existing community has to be made in light ofa number of
factors in 3AAC 110920, and these are stale regulations that
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give us some guidance as to how you define community, and the
questions break down, are the residents in this area, and i mean
the city aswell as Ihc area proposed for annexation, do they

live permanently in close geographic proximity. Again, nty
earlier comments on what appeared to be the —the permanency of
residency here resolve (his issue. There's no question about

the geographic proximity. Clearly, in the area proposed for
annexation these residents arc within blocks of the city itself.
Allowing for frequent personal contacts character and —
characterizing that of neighborhood living, 1guess physically 1
don't sec how the residents in the area proposed for annexation
could avoid frequent personal contacts with people in the city,
even if they wanted to, and 1don't think they do. So that
standard is easily met.

Characteristics ofneighborhood living: 1barken hack to
testimony by several neighborhood organizations of the existence
ofhomeowners associations which do various things for people,
an indication to me that the patterns of development in the area
proposed for annexation have gone from remote nnd isolated
homesteads to more neighborhood living, whereby people live
closer to each other, they're more integrated in terms of their
daily needs, their daily contacts witli - with each other, such
that they're developing into a community. So for those reasons
Iwould find the standard is met.

To he sure, there arc certain people who testified that
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disagree. Inotice the testimony of Sallic Dodd Butlers who
suited that they chose - some people chose to live outside of
the eity specifically to avoid itsjurisdiction, and then there

was testimony by Pete Roberts that outsiders chose the area
outside of Jomer because they wanted nothing to do with the
city. lcertainly recognize that testimony and | certainly
understand their sentiments, but that's not Ihc testimony that

in my view is credible here. Instead we have testimony of
Michael Kennedy, who said we all live here as one community, the
testimony as well of a Margaret Scclye who said we arc all
members of one community —virtually the same thing. The
geography of the area compels that the hoard give greater weight
to that latter testimony.

Moving on, the location has to be that of a discrete and
identifiable unit. Factors thal are considered here are school
enrollment: Plainly, children that do go to school most likely
attend the Jomer public schools. They do not attend schools to
any large degree outside of that - those - those boundaries
Sources of employment: Again, primarily in the Homer area.
Voter registration: Voters arc registered here. There's no
evidence suggesting voters are registered in any significant
degree elsewhere. Precinct boundaries: Same result. Permanent
versus temporary nature of the dwellings: Our on-site visit of
the area and much of the testimony here suggests that the
dwellings indeed arc quite substantial and quite permanent in
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1 the area to be annexed. The presence ofcommercial

2 establishments: Probably not terribly well established. |

3 suppose there arc several, but, again, we're dealing primarily

4 with aresidential component to an existing community.

5 And I guess finally on this standard | would rely on tire

6 testimony ofn "umber of people here, especially those in

7 opposition to the annexation, that they volunteer, and | think

8 properly so, for the good of this community, volunteer in the

9 Homervolunteer fire department and the animal control facility,
10 the museum and the library. Their good words, their good deeds.
1 their commitment to the community | think clearly shosvs that,
12 indeed, they recognize by their actions that there is one

13 community here, and that community clearly encompasses the —
14 the city and the area proposed for annexation, So for those

15 reasons | would find that the first standard, that is, that

16 (here be a community, is easily met.

17 I'do not find any reason to invoke the presumptions of

18 3AAC 110.920(b) that there is not a community, certainly

19 because there is no evidence suggesting thal public access to

20 the population in the area proposed for annexation is blocked.
21 There's no evidence to suggest that that area is itself

22 contiguous or tied to some other community or social unit and
23 dependent on that community, except, of course, the City of

24 Homer. And, finally, thal there's no evidence suggesting that

25 the area proposed for annexation is populated by people who xvork
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1 inaremote site, namely, that area, and are there as a

2 condition of employment, rather than a voluntary choice to live.

3 So for those reasons that presumption, which is in my view

4 largely technical, is not applicable here.

5 The only other standard that has to be met, of course, is

6 whether the petition - petition area includes that area

7 reasonably - for reasonably predictable growth, development and
8 public safety needs for the next 10years, and, again, we

9 respect the statute and the regulation, which speaks toa 10-

10 year time frame from the date the annexation becomes effective.
1 Again, | believe this standard is easily met. A review of

12 aerial photographs, the testimony of residents as to development
13 patterns, the proximity of this area to the original area of the

14 city, suggests that a logical pattern of more intense urban

15 development or suburban development is developing from Ihc south
16 to the north, moving upward as services are extended, certainly
17 depending on property values and market conditions. So | - |

18 think that while this standard could be met by even a larger

19 piece of property, | certainly think a conservative and cautious
20 approach would easily encompass this area as meeting the

21 standard for growth for 10 years.

2 So forall of these reasons | would conclude that the

23 reasonable growth standard of 3AAC 110.130is easily met here
24 with the revised area. Thank you.

25 CHAIR WARING: Thank you, Commissioner Tesche. Arc there
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any further comment?

I do want to concur particularly on one aspect of this,
and that is the pan that deals with whether (lie proposed
annexation area includes only un aiea that mews reasonably
predictable growth development and public safety needs during
the 10years following the effective date of annexation. The
view Iwould take, and I ask myselfa hypothetical, is that, if
anything, this annexation initiative for that area is tardy
rather than premature. | think if - if there were no residents
in that atca at present and Ihc City came with an annexation
proposal that was based on a - very firm information titat —
that said within 10years we expect there would be perhaps 900
residents in that area, developed at a density roughly
approximating the existing City of Homer and settlement patterns
very similar to the existing City of Homer, and would interact
very much with services,job opportunities, available in the
City of Homer, were there no residents living in that area, but
an expectation that there would be 900 residents in that area
within 10years. 1don't think there is any question but that
the condition would be supportive of- of an annexation
petition of that sort. In fact, there arc already 900
residents, approximately, in that area, and an expectation of
additional residents in the years to come. | think - so | very
much concur with Commissioner Tesche's finding on that count,
and thal, if anything, it is a very reasonable and conservative
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area to propose for - for annexation.
Arc there any further comments? Commissioner Lynch.
COMMISSIONER LYNCH: | concur With the statements ofboth

Commissioner Waring a,id Commissioner Tesche. One message thal

came across to me loud and clear is that this is a community,

and even people who live faroutside Ihc boundaries, Ihc current

city boundaries, feel themselves part of this community. If

anything. | agree that this is probably a fairly conservative

approach, this 3.9 square miles, because | doubl lltat most of

the people in that area - or let me put this another way - |

think that probably most of the people who live in that area

come into the city boundaries on an almost daily basis,

certainly a very regular basis, because il just can't really he

avoided. You've got to come to the post office and lake your

kids to school nnd go grocery shopping, and, clearly, those

people that live there do participate in community activities,

the volunteer work that's already been mentioned, and - and,

clearly, the community expands far beyond that 3.9 square miles.
LHAIR WARING: Thank you, Commissioner Lynch. Any further

discussion of this standard? Then we will move on to the

eleventh applicable standard, which reads as follows: A

territory may not be annexed to a city if essential city

services can be provided more efficiently and more effectively

by another cxisiing city or by ;m organized borough.

Commissioner Lynch.
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COMMISSIONER LYNCH: Thank you, Mr. Chairman. In looking
al the standard we can look at Ihc other municipalities that may
be in a position to provide services to this area. 1don't
really Ihink thal either the City of Scldovia or the City of
Kuchcmnk ate reasonable alternatives. There was a lot of
testimony that people arc very pleased wills the level of service
thal they gel from the Kenai Peninsula Borough through service
areas, but 1don't believe that mat is actually a more
efficient or more effective inellintl of providing services titan
annexation to a city, especially one in such close proximity to
the current city boundaries. The constitution, 1think, did not
contemplate thal we would have multiple layers of service areas,
one providing emergency medical - or emergency services, and
another one providing road service ar—or road maintenance
powers. But it's —and when you consider all the other
services that Ihc City provides, it's clearly not reasonable or
practical for Inc Borough to provide those services, also, on a
service area basis,

So, in conclusion, 1think it's the City of Homer that
possesses the greatest legal capacity to extend its services to
this territory proposed for annexation, although it's - it's
possible that the City of Kaehemak could - could do so, hut
it —it - clearly, lit“Kenai Peninsula Borough ranks last
among those three municipalities in its ability to provide the
services on an area-wide basis.
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CHAIR WARING: Thank you, Commissioner Lynch. We will
then, hearing no further comments fiom commissioners, move on to
the twelfth standard, which deals with the need for city
government in the territory proposed for annexation.

The applicable standard reads tts follows: 1lie territory
must exhibit a reasonable need for a city government. In this
regard, the Commission will, in its discretion, consider several
factors, and those listed are existing or reasonably anticipated
social oreconomic problems; existing or reasonably anticipated
health, safety, and general welfare problems; existing or
reasonably anticipated economic development; the adequacy of
existing services; and the extraterritorial powers of adjacent
municipalities.

Ina sense, 1- the Commission usually approaches this
standard in relation to annexations of areas thal arc lightly
settled or in process of developing that - and so we arc
dealing with these questions on a prospective level, that is,
looking ahead to see what the dynamics of growth arc in the
particular situation and whether, in fact, the petitioner lias
demonstrated that there is a need for city government. 1think
we've got a significantly different factual situation here in
Ihc area that the staffhas recommended that the Commissioner
consider for annexation. In fact, the question of whether local
governmental services arc needed is prtly well settled.

Already local govemmenlal services arc provided in the form of
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roads, lire and emergency services, public safety in part of the
area and —by local government, and in part by state troopers.
water supply to residents of —many residents of the Dottier area
in general, both inside and outside of the city - not all, but
many. Water and sewer service, as opposed to simply water
supply is provided to sonic areas in the city and some areas
outside ofthe city. Parks and recreation services arc
available for those who would wish to take advantage of them, as
arc library services. Ports and harbors arc provided, again, on
an enterprise basis, as is the water and sewer service.

But Ihe - the fact is that local govemmenlal services
are already provided and enjoyed, whether from the City or the
Borouglt or borough service areas, throughout the city and much
of the area proposed for annexation. So this really comes down
to a question of not whether services are needed, they ate
already there, but whether the City is the appropriate level or
government to be providing these services.

Commissioner Lynch in addressing the previous standard
really has essentially addressed (hut question, whether in fact
in light of the standards that govern the Commission the City is
the most appropriate governmental entity to providing - to
provide these services in the territory proposed for annexation,
as well as within the city, and 1concur her finding and - and
her analysis and application or - of that standard, so thal |
do ihink dial the - the facts demonstrate that there is,
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indeed, and they're al—already provided, extensive local
govemmenlal services in Ihc area proposed fot annexation, and
concurring with Commissioner Lynch that the City is the - the
most appropriate entity to be providing services within —
within the area proposed for annexation as well.

Is there any further discussion on that? Then we will
move on to the thirteenth standard, and this is thc matter of
balanced best interests, and the appropriate standard reads as
follows: Territory that meets all of the annexation standards
specified in law must he —may be annexed - pardon me —
specified in certain —let me start all over.

Territory thal meets all of the annexation standards may
be annexed to a city by the legislative review process if the
Commission also determines that annexation will serve hc
balanced best interests o f the state, the territory to be
annexed, and all political subdivisions affected by the
annexation. In litis regard the Commission will consider - and
then a number of specific factors are enumerated. Commissioner
Wasserman.

COMMISSIONER WASSERMAN: Thank you

CHAIR WARING: Any-any..

COMMISSIONER WASSERMAN: ....Mr. Chairman.

CHAIR WARING: ...discussion on that?

COMMISSIONER WASSERMAN: Health and safety issues seem to
always he very important to most residents, and under Ihc
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circumstances il - il appears dial as most boroughs have a
large urea with which to afreet - cither through their capital
improvement list, grants, whatever - that the closer a
government is to home, the more able they arc It) affect the
health and safety of their residents in a positive way, and 1
would think that the City of Jomer could concentrate more on
cither the sewer and water projects that might be necessary in
the area, probably ntc'c quickly, if —if they so choose,

than - than the Borough. The Borough has otlic communities to
look at also, and probably has a more expanded capital
improvement list than perhaps the City.

The commercial growth of - of the entire Jomer community
seems to b expanding quite a bit, nnd while —while sales tax
probably will continue to grow, without some sort of annexation
proposal property tax will probably stay fairly static and will
inhibit the City of Jomer to provide services in other areas. 1
know user fees were brought up quite a bit, and where there may
be times when user fees arc viable, there seem to be other times
when they are not. We have ballparks that little kids use
and - and 1think recreation areas, nnd if those arc dependent
primarily on user fees, you can bet there probably won't be
anypincc for those activities to lake place.

There seemed to also be quite a bit of discussion from the
respondents that they felt that they've paid their fair share of
taxes. W hile they talked about their volunteer projects and
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their sales tax, thal —I'm sure that is very true, but the

people within the city, I'nt sure feel that they also pay those
things plus properly tax. So there can be Ihc argument that (he
tax inequity problem is - exists at the present time without
annexation.

Another —the —the City of Homer has listed some o f the
provisions that they - that they service now, nnd the
respondents have also listed things that arc provided to them
from cither the State or the Borough. One of those mentioned
was, ofcourse, the Alaska stale troopers, and 1lhink under the
State's current budget woes that they have that it could be
argued that Alaska state troopers will be cut even more, and so
1think that's something thal all people have to address,
whether they feel that their safely needs are met now; if met by
the State will they continue to be met. The City of Horner has
given some notice thal they would increase police activity, and
some people Inoticed said it wasn't nearly enough, but other
people said there was no crime anyway, so there was no need to
increase it, they didn't need anything more. So it seemed like
that was sort ofa washout at the end. but 1--1lhink there
needs to be a proactive stance hv the area to look at what their
requests might be in the future and how they can solve those
requests.

Again, | —il —it scents to me that the closest
government is the one that more people can take part in, and 1
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would Ihink as - if 1were a resident of the - of the 3.9
acres that is under discussion now would - even if 1were
unhappy with the current government, il would be a great
opportunity to get involved, and there's always the chance to,
you know, become what you are so against and to become part of
the government and to affect it in that way, where before there
was not as much opportunity to do that.
Inoticed in Ihc figures that Ms. Fuller gave that had to
do with sales lax she mentioned the fact thal much of the sales
lax or @ majority of the sales lax was paid by people that lived
outside of the city, but, you know, | - I've always understood
that tourism is fairly large here in Jomer, and | know that
those of us who come from outside the community also helped with
that. So lwould assume that the sales lax is not being
shouldered by just Ihc people that live outside Ihc territory
close to the city of Homer, but by people from all over the
stale, nnd all over the nation, for that matter.
So - oh. and, also. Dr. Gerald (ph) mentioned lit the
mayor of Ihc Kenai Peninsula Borough had come on. in opposition
to her, would assume, against Ihc annexation, but as Lrecall
the —the Borough's attorney said thal ihc borough government
had not taken a stand on the annexation as far as cither being
against it or in opposition. So 1would say the mayor’s
comments were just as a individual member of the community.
With these things in mind, then, would have to say thal
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the balanced best interest of the State and the local residents
and the City of Homer has - by the annexation of the 3.9 square
miles has been met. Thank you, Mr. Chairman.

CHAIR WARING: Thank you, Commissioner Wasserman. Do
commissioners have anything to add to Commissioner Wasscmtan's
analysis?

caring none, then we will move on to the final applicable
standard, which remains a standard in the Commission's
regulations, but lias been superseded by other law, nnd our
regulations have not been..

(Tape changed to No. 14)

CHAIR WARING: ..that, but Commissioner Tesche will
address this still-standing regulation, which reads as follows:

The Local Boundary Commission may consider any proposed
municipal boundary change. It may reject the proposed change,
accept the proposed change, or amend and accept the proposal. A
Local Boundary Commission decision under this subsection may be
appealed under the Administrative Procedure Act. Commissioner
Tesche.

COMMISSIONER TESCHE: Thank you, Mr. Chairman. This
standard is specifically Ihc best interests of the Stale
standard, and lconcur with staffthat the same analysis that
was previously used by Ms. Wasserman on the balanced best
interests of the State standard would apply us well to the
standard that I'm addressing here, the best interests of the
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| Slate, and to thal end | would incorporate her comments and the
2 comments made by slalT at pages -» | believe 333 ofits

3 preliminary (indiscernible -tape malfunction) as well.

4 There is a stale constitutional policy supporting maximum

5 local self-government in Alaska, and 1think that's important

6 here and Llthink it applies here. The effect of this petition

7 with the new area to be annexed will be to extend a greater

8 measure oflocal control over local affairs to Ihc citizens of

9 the area proposed for annexation, and by that Imean - 1would
10 give the example of land use planning. There was testimony that
1 decisions with respect to laud use planning in the area outside

12 oflhccity ofllontcrare made in Soldotna. Soldntna is a city

13 relatively distant from Homer. The effect, however, of this

14 annexation will be to bring those land use decisions back to

15 Homer where, at least in my view, they belong, because they will
16 give Ihc residents of area proposed for annexation direct access
17 tolocal elected officials and appointed oflicials of the

18 planning commission who are only blocks away and who live in (he
19 same community. So we're extending greater local self-
20 government to the people of this area.
2 Another reason 1lhink should be mentioned is that the
22 City ofllomer by virtue of the special legal powers that it
23 enjoys over the Kenai Peninsula Borough has more flexibility in
24 terms ofacquiring additional powers to provide additional
25 services as they become necessary to residents in the area
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proposed for annexation.

Finally, as Imentioned earlier, the annexation, if
approved, will enfranchise almost 900 new voters in the Jomer
area, and w ill give those voters a direct say over governmental
decisions made by that city, which even today affect them and
their lives very - very importantly. As Imentioned earlier.
the addition of those additional voters to the rolls will
necessarily change the political makeup of this community.

Finally, as far as ‘he Slate's own financial or pecuniary
interests, 1think the - the biggest impact is most likely
going to be in the - in Ihc public safety area, as noted. As
the City moves into this area with its own police protection,
again, handled locally, that will allow the Alaska state
troopers to focus on more rural responsibilities are they're
probably belter equipped to do.

So for all of those reasons, and incorporating the earlier
comments of Commissioner Wasserman, 1would find that the
standard of 29.06.040(a) is met. Thank you.

CHAIR WARING: Thank you, Commissioner Tesche. Let me
make a clarification. My tongue got twisted around and put
things backward. The analysis (hat Commissioner Tesche has
provided of this section of law actually is the new statute that
the - the effect of which is alsc encompassed by the preceding
regulation, and Jjust wanted to —to make that clarify my
misstatement earlier.
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Thank you, Mr. Tesche. Is there any additional comment on
Commissioner Tesche's analysis?
COMMISSIONER LYNCH: Thank you...

CHAIR WARING: Commissioner Lynch.
COMMISSIONER LYNCH: ...Mister - thank you, Mr.
Chairman. I'd like to follow up on a comment by Commissioner
Tesche about the greater local self-government, because one of

the things thal we kept hearing is that the city council did not
listen - or probably more accurately said - did not respond to
the issues (hat were brought before it by people who were
affected by Ihc annexation but lived outside Inc city
houndaries, and - nnd i agree that Ihc people who reside in
this 3.9-square-milc area if this annexation is approved will
have more input into the decisions of city council because il is
incumbent upon the city council to act in the interests oT the
residents and property owners of the city, and it's my belief
that that's what they believe thal they were doing in filing
this petition. And - and 1think thal that's one of the
strange dichotomies here is that this is a community and people
probably feel that thal is their elected government, even
though, in fuel, the jurisdiction is considerably smaller than
the size of the community.

CHAIR WARING: Thank you, Commissioner Lynch. Any further
comment? Then that concludes cur review of the application of
the standards to the motion that is on the floor, and that is
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the - a motion to approve the petition of the City of Lomer for
annexation, revised to relied the recommendations of the stall
In its - the boundary recommendations of the staffin its
revised - in its final report on page - 1lbelieve 32

COMMISSIONER TESCHE: 32-3

CIAIR WARING: 32. Is there - arc there - there further
discussion of that motion or any revisions that the Commissioner
would - commissioners would care to make? Commissioner Teschc.

COMMISSIONER TESCHE: Yes, Mr. Chairman. 1» 1think now
is agood lime to address the issue of the Fowler and Lester
properties. If Lrecall the testimony correctly Mr. Fowler
stated thal he would or was in concurrence in his propeny being
included in the area to be annexed, and did lunderstand that
comment from the City concurs in that? We've not licarJ anything
front Mr. Lester. 1don't know if - through the Chair - if the
City could be asked if we've heard anything in addition to wltal
we've heard previously, perhaps, from Mr. Lester?

MR. TANS: Mr. Lester....

CHAIR WARING: Mr. Tans.

MR. TANS: ...contacted (indiscernible - away from
microphone).

CHAIR WARING: Well -thank you.

MR.TANS: (Indiscernible).

CHAIR WARING: Il appears that information will not be
available. There is a point of fact 1voulJ like perhaps
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Mr. Bockhorst lo clarify with regard lo dial, ind dial is if for
die bencfrt ofihc Commission you could jus go lo die map llierc
and show us Ihc configuration or Mr. Fowler properties and the
relationship of Mr. Lester's lo dial area.

MR.BOC/.IIORST: The properties idcnli icd as owned by
Mr. Fowler ycste.dny were this parcel, this parct. and

Mr. Lesler owning ibis parcel.
CHAIR WARING. Sothat Mr. Lesler's would be an in-

MR. BOCKHORST: That's correct.

CHAIR WARING: ...were welo..

MR. BOCKHORST: (Indis.-cmihlc).

CHAIR WARING:  concur or —or accept Mr. Fowler's
request without also incorporating Mr. Lesler's. Ycali.

MR. BOCKHORST: Yeah.

(Whisnercd conversation)

COMMISSIONER TESCHE: Mr. Chairman.

CHAIR WARING: Yeah. Let mejust share with the —with
die listening audience and for the record what —what wcjust
discussed. Mr. Bockhorst showed us the location on (he map of
the two properties thal Mr. Fowler requested dial the Commission
consider including in any annexation lo - lo Ihc munic—to the
City of Jomer. They are - Mr. Fowler's two arc adjacent lo Ihc
area that the staff has recommended, abutting; the area that the
staffhas recommended (hat the commissioner —Commission
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approve for - for annexation. Mr. Lester's property is

encircled by the - would be encircled hy Mr. Fowler's

properties and would essentially be a (indiscernible) in-holding

if the Commission were lo proceed to honor Mr. Fowler's request.
Asa- asarule, and one of the —actually, lhc = the

Commission docs not and seeks lo avoid creating any in-holdings
with —w i’li annexations or areas within city boundaries that

are not part of the —the city. So 1think that is a mailer of

fact that the Commission might consider if —if we Were lo —

if we wish to act on Mr. Fowler's request, or how wc might also
treat Mr. Lester's property, whether or not lie were here to

speak for —to the Commission. Mr. Tesche.

COMMISSIONER TESCHE: Mr. Chairman, 1will move to amend
the motion on the door to include both the Lester and Fowler
properties.

CHAIR WARING: Commissioner Tesche has moved and
Commissioner Lynch seconded an amendment to Ihc motion before
ihc Commission. The effect of the amendment would be lo add die
properties that were identified as - by Mr. Fowler and Ihc
adjacent property owned by Mr. Lester, to include il in Ihc area
proposed for incorporation.

Iwould like lo lake a moment to - to invite
Mr. Bockhorst to make a clarification on u uiscrepancy in some
of the maps, so that - in the area that the staffhas proposed
for annexation, so that there is no confusion stemming from —

14 (Pages 50 to 53)
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from that map discrepancy as to what the Commission is
considering.

MR. BOCKHORST: Thank you, Mr. Chairman. In (he
department’s final report all of Ihc analysis and the —the
inventory of properties recommended for annexation by the
department is accurate. However, there - in the publication of
the map in appendix G there was a very small portion of the
city-owned property at the reservoir off in the extreme
uorlneast part thal was not colored in inadvertently, rigid.....

CHAIR WARING: This. ..

MR. BOCKIIORST: ...litis parcel.

CHAIR WARING: ...is actually part oflltearea.

MR.BOCKHORST: This parcel..

CI1AI WARING: Yeah.

MR.BOCKHORST:  right there.

CHAIR WARING: Okay, do wc need lo move that....

MR.BOCKHORST: Itis accurately reflected on (he map that
you just referred to in the back here.

UNIDENTIFIED SPEAKER: Wlliclt part?

MR. BOCKHORST: This —this map accurately reflects.....

COMMISSIONER TESCHE: This is referred.....

MR.BOCKHORST: ....(indiscernible).

COMMISSIONER TESCHE: ....to on this.

CIAIR WARING: Right. This —this is part of the—in
word, part o f the staffs recommendation. They....
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UNIDENTIFIED SPEAKER: This parcel right here.

CHAIR WARING: Thisis..,

UNIDENTIFIED SPEAKER: Oh, gol it.

COMMISSIONER TESCHE: So the only.....

CHAIR WARING: 1(indiscernible).

COMMISSIONER TESCHE: ...Ihc only discrepancy is that
it'snot...

UNIDENTIFIED SPEAKER: It'snot on the property map...

COMMISSIONER TESCHE: ....set out on the map.

UNIDENTIFIED SPEAKER: ...(indiscernible)

MR. BOCKHORST: Right.

UNIDENTIFIED SPEAKER:  this map.

COMMISSIONER TESCHE: Well, hc motion that is on the
floor references page 33, so it'sin..

CHAIR WARING: Thai's line.

COMMISSIONER TESCHE: ....in page 33....

CHAIR WARING: Ijust wanted

COMMISSIONER TESCHE: ....so the motion (indiscernible).

CHAIR WARING: ...Inc record to be - not be confused in
any way by an inaccurate map as lo what the Commission was
considering. The motion on the - before the Commission, then,
is that the Commission approve die petition for annexation with
the boundary changes recommended by the staffin its final
report, and further to include ihc properties that Mr. Fowler
aid Mr. Lesterown in - as - as previously identified. Are-
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is "here any further discussion or amendments"." Commissioner
Wasserman.

COMMISSIONER WASSERMAN: Yes, I'dalso likelo offer an
amendment. Due to the avoidance of confusion injurisdiction on
testimony we iteard concerning health and safety m illers, | would
like lo include the area south of the Sterling Highway along the
bluff urea.

CHAIR WARING: For clarification let me ask if - if you
arc moving to add....

COMMISSIONER WASSERMAN: Yes.

CHAIR WARING:  theproperly identified --the full
property identified.....

COMMISSIONER WASSERMAN: Yes.

CHAIR WARING: by the City in its request in that
vicinity south of the Sterling Highway

COMMISSIONER WASSERMAN. Yes.

CHAIR WARING:  al the west end of town; that is, the
properties below the bluff of the....

COMMISSIONER TESCHE: Fordiscussion purposes, second Ihc
motion.

CHAIR WARING: Commissioner Wasserman has moved and the -
Commissioner Tesche seconded nil amendment to add to Ihc area
proposed for annexation the area identified in the preliminary
report on page 7as the bluffpoint of Sterling Highway —

Sterling Highway corridor, nnd shown and mapped on that page 7

ofihc final report, toinclude all of the area thal the City
identified in its recommendations lo Ihc Commission for - lo be
added lo the staffs original recommendation. So that has been
moved and seconded. Is there.....

UNIDENTIFIED SPEAKER: Yes.

CITAIR WARING:  discussion on that motion?

COMMISSIONER TESCHE: Do you want to speak?

COMMISSIONER WASSERMAN: No. ljust - | - when we -
okay, yes. When wc flew over in the helicopter | wasjust - |
remember thinking to myself, boy, there's - there's a potential
for, you know, a lot of.....

CHAIR WARING: May | interrupt?

COMMISSIONER WASSERMAN:  health andsafely issues.

CHAIR WARING:I think 1have maue a parliamentary —mistake
in not calling for a vole on Commissioner Teschc’s previous....

COMMISSIONER WASSERMAN: Okay.

CHAIR WARING: motion before........u..

COMMISSIONER WASSERMAN: Go back "o that.

CHAIR WARING:  moving on to asecond. So
Commissioner Tesche has moved that we do add the Fowler and
Lester parcels to the area proposed for annexation. If there's
no further discussion of that amendment, Mr. Bockhorst, could
you please call the roll on that amendment?

MR.BOCKHORST: Commissioner Tesche.

COMMISSIONER TESCHE: Yes.
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MR.BOCKHORST: Commissioner Lynch.
COMMISSIONER LYNCH: VYes.

MR. BOCKHORST: Commissioner Wassennan.
COMMISSIONER WASSERMAN: Yes.

MR. BOCKHORST: Commissioner Waring.

CHAIR WARING: Yes. Sowc have approved that amendment to
the original motion, nnd now we'll move on to die amendment
proposed by Commissioner Wasserman, | believe, and seconded by
Commissioner Lynch.

MR. BOCKHORST: Tesche.

CHAIR WARING: Oh, seconded by Commissioner Tesche.....

COMMISSIONER TESCHE: Correct.

CHAIR WARING:  toadd the...
COMMISSIONER TESCHE: Correct.
CHAIR WARING:  bay-e the —the property south of

the - the bay - bluff point and Sterling Highway - property
south of the Sterling Highway as identified by the City and on
page 7ofthe final report. Is there any further discussion of
that amendment?
COMMISSIONER WASSERMAN: Again, my purpose was lo avoid
the confusion ofjurisdiction pertaining to health and safely
matters that might occur along that bluff area.
CHAIR WARING: Thank you. Further discussion? Then wc
will please call Ihc roll on Commissioner Wasserman's amendment
to expand the area proposed for annexation lo include the full
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bluffpoint and Sterling Highway corridor property al -
proposed by the City for addition.

MR. BOCKHORST: Commissioner Wassennan,

COMMISSIONER WASSERMAN: Yes.

MR. BOCKHORST: Commissioner" :scltc.

COMMISSIONER TESCHE: Yes.

MR. BOCKHORST: Commissioner Lynch.

COMMISSIONER L"NCH: Yes.

MR. BOCKHORST: Commissioner Waring.

CHAIR WARING: Yes. So wc have amended the original
motion to include that property as well. Is there.....

COMMISSIONER TESCHE: Yes, I'll - I'l move lo - yes,
Mr. Chainnan, I'll - | haveooc final motion.

CHAIR WARING: Mr. Tesche.

COMMISSIONER TESCHE: Thank you, Mr. Chairman. At page 35
ofthe final report there is a discussion and a recommendation
by staffwith a recommendation that we ensure that the City of
Hunter consents lo the particular boundary determinations made by
the Commission here, and | would move that our decision
incorporate the second paragraph of that recommendation found on
page 35 and the specific process or wording as set out by staff

CHAIR WARING: Is theieu second for Commissioner Tvsche's
motion? Is there a - a need for that amendment?

COMMISSIONER TESCHE: Perhaps staffcould elaborate on

that recommendation.

15 (Pages 54 to 57)
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MR.BOCKHORST: Mr. Chairman, i) was the department's
intention to ensure that —as indicated in the report, to
ensure that whatever outcome of this proceeding, if (he
Commission were to modify in any fashion or to add conditions to
the City's proposal, thal an opportunity be given for Ihc City
to tacitly agree to or alternatively to withdraw its petition.

Il seems lo me from the testimony and the discussion offered by
the City officials that they have chosen the former, that they

are in agreement with the - with the outcome of ee0f this as

it has evolved here lo the - to the motion, but should the City
have any different —per- perhaps you could inquire and just
confirm, but it was (lie department's intention to make sure that
some un- undue proposal was not pul upon the petitioner without
having given them the opportunity to withdraw it if they felt it
was not acceptable. 1don't sec that there is a need to put it

in the motion, bill just.....

CHAIR WARING: Yeah.

MR.BOCKHORST: ...wc wanted to ensure that that step
was not overlooked.

CHAIR WARING: With —with - without responding to
Commissioner Tesche's motion, it is certainly an outcome that 1
think is sensible fur lhc Commission, and perhaps il can be
resolved simply by taking a moment to ask a - the
representative o f the City whether the motion now pending bcfoie
the Commission is objectionable to it in any way.
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UNIDENTIFIED SPEAKER: As foraswcknow, there is no
objection.

CHAIR WARING: Thank you. Commissioner Tesche, may lask
if that satisfactorily.....

COMMISSIONER TESCHE: That's satisfactory, in light
of....,

CHAIR WARING: Okay.

COMMISSIONER TESCHE: ... the foci thal the City's made
that comment.

CHAIR WARING: I've also been presented by - a letter -
faxed letter that was presented to me City, and this is an item
of information thal the Commission has been asking about and is
of relevance lo its decision, so 1will read it in —accept it
and read it into the record. Itis a letter from Joseph and Des
Lester to Ron Dralhman, the city manager orllomer. The letter
reads as follows:

Dear Ron: We havejust been made aware of the final
annexation meeting on increasing the boundaries of ihc city of
Homer. Wc would like our property to be included in the
annexation into the city of Homer. It s our understanding that
the city of Homer requirements for road construction will be
under rural road construction requirements, and not more
restrictive than the present grade standards for the Kenai
Peninsula Borough. Please present this letter to the annexation
board on our behalf. Thank you. Best regards. Signed, Joseph

16 (Pages 58 to 61)
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Lester and Des Lester.

So that information requested by the Commission is now
available to it, for the record. Are there any further
amendments to the motion that Commission members would like to
suggest?

Hearing none, then we will call fora vote on the - the
motion. The motion is that the Commission approve the proposed
annexation to the city of Homer of approximately «
approximately 3.9 square miles. This is the proposed amendment
as - pardon me —the proposed petition submitted by the City
oTHomer as amended to reflect the recommendations of the staff,
the bou-"dary recommendations of the staffin its preliminary
report on page 32, further amended lo include the bluffand -
point and area south of the Sterling Highway, and to include the
properties identified as owned by Mr. Lester and Mr. Fowler.

Did,

MR. BOCKHORST: Could lask fora point of clarification?

CHAIR WARING: Yes.

MR.BOCKHORST: On the - in the department's final report
on page 34, in the second full paragraph from the top, the
department bad included in its recommendation that the
Commission expressly stipulate that annexation to the city of
Tomer ofany territory that is within the Kenai Peninsula
Borough road service area or the KaJicmak emergency service
area, that annexation of that territory would automatically
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result in the detachment or that territory with a boundary
adjustment of those two service areas.

CHAIR WARING: And....

MR. BOCKHORST: So 1

CHAIR WARING: ZLunderstood that to be included in the
department’s.....

MR. BOCKHORST: Oh

CHAIR WARING: ...recommendation....

MR. BOCKHORST: ...ilis, and 1.

CHAIR WARING: ...which Lcited.

MR. BOCKHORST: Okay.

CHAIR WARING: Yes, thank you. If wc arcin understanding
of what the - the motion is before the Commission and there is
no further discussion. Mr. Bockhorst, could you please call the
rol? At affirmative vote is a vole lo approve Ihc petition as
amended.

MR. BOCKHORST: CommissionerTcschc.

COMMISSIONER TESCHE: Yes.

MR. BOCKHORST: Commissioner Wassennan.

COMMISSIONER WASSERMAN: Yes.

MR. BOCKHORST: Commissioner Lynch.

COMMISSIONER LYNCH: Yes.

MR.UOCKHORST; Commissioner Waring.

CHAIR WARING: Yes. The Commission then has unanimously
approved the annexation petition os amended.
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Mr. Bockhorst, will you —find my copy Of the agenda —
will you please review briefly for the benefit of the audience
what ihc schedule for Ihc next steps of the Commission will be
on —on this petition?

MR. BOCKHORST: Thank you, Mr. Chairman. The next Step in
the process is for the Commission to adopt a formal written
decision setting nut the basis for its - its decision here, and
the department would be prepared lo issue n draft for
consideration by the Commission at a meeting sometime upon
December 26lh or 271h, al the pleasure of the Commission. There
would be - alter the adoption of that decisional statement it
would be mailed to all of the petitioners —lire petitioner, the
City of Jomer, and lo all of the respondents, and lo anyone else
that requests a copy of it. individuals would then have a
window of 20days from Ihc date of mailing during which they
could ask for reconsideration, and as lindicated in my summary
or (he department’s report and recommendation, there arc
specific circumstances under which the Commission would give
reconsideration, nnd it is nnt a common factor absent those -
the existence of some of those characteristics.

If the Commission aficr the opportunity for
reconsideration has still kept in place the decision it made
today, the - the Commission would then submit to the slate
legislature by January 23rd a recommendation for Ihc annexation
of this territory to the city of Horner. The state legislature

%ﬁ%BBBB%QSEEGB:B@OO\ICDU‘I-POOI\J—
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would then have a 45-day period during which it could review or
would review the action of the Commission, and ahsenta dcc-
a - anaction by both the house and the senate lo adopt a
resolution rejecting the action of the Commission, it would
become tacitly approved at the end of the 45-day period.

CHAIR WARING: Thank you, Mr. Bockhorst. For the-the
short run, then, the inmediate question the Commission needs to
settle on is a dale at which lo meet alter we've received the
draft decisional statement and - to review, revise and perhaps
adopt the decisional statement. December 26lh is Ihc earliest
opportunity wc have for that. Let me ask if a - an afternoon

time on December 26th is generally agreeable. Let me tty a
time. 2:00 0"clock on the afternoon of December 26t

UNIDENTIFIED SPEAKER: 2:30.

CHAIR WARING: 2:30? Thenwc will plan and Mr. Bockhorst
will please —proper advertisement for a Commission meeting at
17 2:30 December 26th, and a: thal lime the Commission will take up
18 adoption of the decisional statement lor our decision today.

19 Let me move on lo the final item on our agenda, which is

20 item VIII, and thal is an opportunity for commissioners or staff

21 lo make any comments. Arc there any members of the Commission
22 who have comments at this time? Mr. Tesche,

23 COMMISSIONER TESCHE: Yes, Mr. Chair, briefly. Ijust
14 wanted to thank and recognize the staff for Ihc work they did on
25 this. This is probably one of the most voluminous and in some
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ateas most complex annexations tltat the Commission has had to
consider, and 1know that the stafl has gone to extra and
extraordinary lengths to pul arecord together for us that made
sense, and Jjiift wanted to recognize our staff for the hard
work on this particular application.

CHAIR WARING: Thank you, Commissioner Tesche. 1
certainly second your comments and commendation ofstaff. Other
comments by commissioners? Mr. Bockhorst, is there

anything....
MR.BOCKHORST: No, sir.
CHAIR WARING: ....you need to inform the Commission of/

Hearing none, [lien will thank all ofyou for your patience and
forbearance, and for the time you have committed to this
significant public issue and for the information thal you
have —those ofyou who spoke to the Commission have —have
provided. Thank you, nnd we arc in adjournment.

(End of recording)
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I, Dana J. Kelly, Certified Electronic Transcriber, hereby

certify:

That the foregoing pages numbered | through 84 arc a true,
accurate and complete transcript of a meeting transcribed by me
to the best of my knowledge and ahility from two cassette tapes
provided to me by Perkins Coic.

DATED: January 23,2002.
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City of Homer

Organizational Chart . .
Coal was the impetus for the first

settlement on the far end of the Homer Spit.
Discovered by the Russians circa 1840, by the
early 1890's coal was being mined by Ameri-
can companies. But when the demand for
coal ceased, the Spit town was abandoned.

People of Homer

Mayor & City Council Because the Spit lacked fresh water and pro-
| tection from inclement weather, a community
Task Forces and Committees —  Advisory Commissions began in the uplands in the early 1900's.

Slowly, a road system developed and by the
1940's, strong social organizations had been
established. The Rural Electric Association
brought power to Homer in the late 1940's.
Residents made various attempts at self-
government over the years, such as the
. Homer Civic League and the Public Utility
Public Safety - Port & Harbor District, but it wasnit until March 1964 that
Homer incorporated as a 1st Class City with a

Administration & Finance Public Works & Utilities Mayor, City Manager and City Council.

City Attorney —

City Manager

The Manager's Message

2000 was a remarkable year! Notable progress was made on major construction initiatives and an ef-
fort was begun by the City of Homer to ‘share the benefits and share the costs’ of many city services by an-
nexation. Annexation, as il always does, has generated much controversy. The issue remained an open one
before the Alaska Local Boundary Commission. Based on the merits of the proposal, the Commission will de-
cide whether or not to recommend annexation to the Alaska Legislature during the 2002 session.

Design work was completed on the new Kachemak Bay Multi-Purpose Dock also known as the Pio-
neer Dock, and on major additions and improvements in the Ilomer Small Boat Harbor. Those projects will
commence during 2001 a be completed by the following year. Also on the Spit: A fish carcass grinding fa-
cility was completed, wimn should benefit both sport and commercial fishermen, and a waste oil disposal fa-
cilities were constructed. Both projects will enable the City to remain in compliance with all EPA/DEC require-
ments. Several ramps leading into the Small Boat Harbor were refurbished and Spit camping was expanded.

Off the Spit, a new sewer Mil station was placed in operation on the Sterling Highway. The Poopdeek
Trail, named allcr a colorful local personage, was completed. This trail, built by volunteers and City staff, con-
nects downtown Homer with the Sterling Highway. Poopdeek Street and Hazel Avenue were pul into service
providing a new pedestrian and vehicle route between Heath Street and the
western side of the Sterling Highway.

The 2000 Annual Report summarizes the results of the dreams,
planning and work of an involved citizenry, elected policy-makers and a
hardworking City staff. It contains an overview of the financial activitie- of
the City of Homer, it’s Enterprise Funds and Capital Improvement Program,
as well as City departmental reports on goals and accomplishments. A review
of this year’s report wili confirm that the City of Homer remains not only a
great place to live, but a great place to do business.

These are truly exciting times to he part of the City oj Homer ... but the
bestisyet to come! Homer City Manager
Ron Dratliman



Mayor & Homer City Council

Steering the City That Works

The City of Homer is a 1st Class general law municipality. The legislative body is composed of a
mayor and six council members, elected al-largc, to serve the residents of the city and lo utilize public funds to
provide for the health safety and welfare of the community.

The legislative power of the City is vested in the council, which sets policy, adopts ordinances, resolu-

Mayor Jack Cushing

Term 2IMI2

Patricia Cue.

Term 2002

Luke Welles

Term 2000

tions and determines funding for programs and services in the municipal budget.
Commissions and boards arc advisory to the council and members arc appointed
by the mayor and confirmed by the council.

Council members address a diverse set of issues in an effort to improve
the lives of Homer’s citizens, including community enhancements, economic de-
velopment, tourism, parks and recreation, public safety and public works. With
the assistance of advisory commissions, boards, staff and public input, council
sets priorities for the six-year capital improvement program and annual legislative
requests.

Regular council meetings are held the second and fourth Mondays of
each month at 7:30 p.m. It is council’s policy to either cancel or reschedule regu-
lar meetings that fall on holidays. Regular meetings arc broadcast on KBB1 and

Cable. Public input is welcomed and encouraged.

Ray Kranich Kurt Marquardt
Term 2IXH Term '002
Michael Yourkowski John Fcnske
Term 2001 Term 2001



2000

Homer Profile & Key Statistics

Date of Incorporation March 31. 1964 Elections
Form of Government Council- Manager Registered Voters 3,368
Arca in Square Miles 21 Voters in last election 854
Percent of Registered Voters 25.4
Public Safety
Fire Department Volunteers 40 Demographics
Total Personnel Hours 8,908 Population
Fire Calls 100 In City Limits 3,946
EMS and Rescue Calls 311 Kenai Peninsula Borough 49,691
Police Personnel 24 Median Age 324
Request for Police Services 4,453 Average Annual Wage 32,275
Homer Jail: Average Unemployment Rate/Borough 10.2
Prisoners Booked 460 Public School Enrollment (Homer) 1,311
Days Served 1,113 Public School Enroliment (Borough) 10,158
Animal Control Incidents 1,660
Taxes
PublicWorks City Mill Levy 55
Miles of City Maintained Stcets 21.91 Borough Mill Levy 7.50
Miles of State Maintained Streets 21.50 Kenai Peninsula College Mill Levy 0.10
Water Utility Customers 1,218 South Peninsula Hospital Mill Levy 2.00
Water Usage (millions of gallons) 129.8 City Sales Tax 3.5%
Sewer Utility Customers 1,115 Borough r iles Tax 2.0%
Miles of Maintained Sewer Line 4141 City Assessed Value
Miles of Maintained Water Line 36.41 Real Property S5223.830.212
Personal Property S$17,663,028
Recreation/Culture Tax Receipts
Uptown City Campgrounds 1 Property Tax S1,407,597
Spit Campgrounds 1 Sales Tax $3,457,312
Baseball Diamonds 4
Parks (267.43 acres total) 18 City Long Term Debt
Library Volumes 33,810 Net Bonded Debt $2,550,322
Library Circulation 104,190 Gen. Obligation Bonds Outstanding S2,760,000
Library Volunteer Hours 64 Revenue Bonds Outstanding $2,150,000
Library Visitors 92,008 Assessment Bonds Outstanding 536,927
Pratt Museum Visitors 30,257 Capital Leases 5432,063
Pratt Museum Volunteer Hours 4,667 Notes Payable $3,431,618
Pert & Harbor Homer City Debt
Stalls 772 (in Millions)
Transient Space (lineal feet) 4,000 N
Moorage (vessels) 1,872 ke
Grid Use (tides on) 343 | >
Tons of Ice Sold 3,740 ft
Dockage (days on) 132 .-
2»
General Government 0’
Building Permits Issued 58 159 2000
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"Finance Department

Putting Public Money To Work

In an effort to make a complex City budget
easier for the general public to read and understand,
the Homer Department of Finance continues working
on an improved budget format. Helping to drive that
effort are major changes for the presentation of finan-
cial information coming in the next few years. Finan-
cial statements for the year 2003 will be restated un-
der the requirements of GASB 34, a new set of finan-
cial reporting guidelines. Those changes will make
financial information easier for the public to under-
stand.

In the past, the City has had lo tap its Gen-

eral Fund balance, essentially its
working savings account, in order
to pay for annual City operations.
We are trying to reverse that trend.
During the last two years, Homer
has attempted to maintain a status-
quo budget.

The City of flomer has a
ncv  City Web page (www.ci.
homcr.ak.us) with a section avail-
able for each department. This
year, the Finance department listed
the entire budget on the web page,
making it convenient for interested
members of the public to review the document at their
convenience. At the same time, it saved the City the
cost of making numerous hard copies. You can find
the website at (www.ci.homer.ak.us/Budget.htm).

Increases in the Water and Sewer Utility
rates and the Port and Harbor Tariff have kept these
enterprise funds from going deeper into debt.

The City launched several capital projects in
2000, including construction of the Waste Qil Dis-
posal Building, and the Fish Grinder and its building.
Other projects included the Homer Bypass sewer lifi
station and construction of a new building for the
Homer Chamber of Commerce, both accomplished
with grant money through the City of Homer. Poop-
deck Trail was completed and Poodcck Street and

Hazel Avenue were paved.
The City continued en-

gineering and planning for two
major Port and Harbor construc-
tion projects which will start in
2001. They arc the Kachcmak
Bay Multi-Purpose Ocean Dock,
also known as the Pioneer Dock,
and reconstruction of harbor
floats formerly owned by the
state, as well as construction of
new floats.

The City improved its
computer systems in 2000, con-
necting all offices by email and

installing a wireless communication system with the
Port office. The Husky boat inventory system now is
used at the Harbor for billing and information. These
advances in technology have increased efficiency.


http://www.ci
http://www.ci.homer.ak.us/Budget.htm

City Clerk's Office

Public Liaison

The City Clerk is an official of the City of Homer, appointed by
the City Manager and confirmed by the City Council. The City Clerk's
duties arc detailed in Title 29 of the Alaska Statutes and the Homer City
Code, Chaplcr 1.30.

The City Clerk attends meetings of the governing body and
keeps the journal; has custody of the municipal seal; assures regulations
for public meetings are met, such as notice and other requirements, and
assures that public records arc available for public inspection as required
by law.

The Clerk manages municipal records and develops retention

and procedures for inventory, storage, and destruction of rc-

; maintains an indexed file of all permanent municipal records, pro-
vides for cod" .-ation of ordinances and authenticates or certifies records;
prepares agendas and packets for the governing body; administers oaths
of office and takes affirmations and acknowledgments; acts as the parlia-
mentary advisor to the governing body; and performs other duties re-
quired by law, the City Manager, and/or the Mayor or governing body.

Public notice and information are essential. The City Clerk's

docs a regular weekly informational segment on piulic radio sta-
KBBI, and continues to maintain the City Informational Kiosks at
Eagle Quality Center (Carr's), Lakeside Mall (Ulmers) and at City Hall.
Council agendas arc also delivered to the local coffee shops.

The Clerk’s Office maintains a Website: (http://clcrk.ci.nhomcr.ak.us). This website contains the City
annexation information; quarterly newsletter; special announcements; community survey; regular meeting dales
and agendas for the City Council, Advisory Commissions, boards and committees. It also contains the City di-
rectory; activities for the current week; public notices including public hearings; project information including
plan holders list; election information; street renaming/naming; sister City information; City code; and other
links.
The City Clerk administers all municipal elections and coordinates with the Borough and State. The
2000 election year began with a Special Borough Election. The City and Borough General Municipal Elections
were held Oct. 3rd. In the City election. Mayor Jack Cashing was re-elected for his third two-year term, Coun-
cilman Ray Kranich was re-elected fora three-year term and Rick Ladd was elected to a three-year term. In all.
854 out 0f3,363 registered voters cast ballots, a turn out 0f25.4%.

There was a state primary in August and the National and Stale General Elections were combined in
November. Our Presidential Election went smoothly, aided by use of the Accuvote Ballot Tabulation System.

The Clerk's Office also works with area hi'th school students who assist the City Clerk with multiple
tasks.
In 2000, the City Clerk was a presenter at the Alaska Association of Municipal Clerk's Spring Institute
held in Anchorage. The City Clerk received a national designation as Parliamentarian by the National Associa-

tion of Parliamentarians.


http://clcrk.ci.homcr.ak.us

The Homer Public Library

Quenching the Thirstfor Knowledge

During 2000, the Homer Public Library updated and implemented
policies, procedures and plans that resulted in improved services to the com-
munity of Homer. New and continuing grants enabled the library to con-
tinue services and programming, and buy books and equipment. The library
received grant continuations for the Born to Read library program for new-
born babies, and a staffed reading room for senior citizens at the Friendship
Terrace Assisted Living Center. Staff began implementing the Library
Technology Plan for 2000-2003, improving services to the public. Im-
provements included adding six public access computers with high speed
Internet access — made possible by a grant from the federal L-Ratc
(educational) Program. Inlcrlibrary loan (ILL) procedures were updated in
2000 and a new subscription to a bibliographic database (OCLC), used by
libraries in Alaska as well as nationwide, resulted in improved ILL services.
The library’s Collection Development Policy was updated to improve book
selection, as well as de-selection. The staff implemented an aggressive
weeding program to insure the collection remained useful and vital, as well
as to gain room on the shelves.
The Friends of the Homer Public Library won the 2000 Friends of
Libraries USA/HarpcrCollins/Barbara Kingsolver Award for outstanding
community and volunteer involvement. The honor, which included a
S10.000 prize for the purchase of library books, was bestowed upon the Library 1999 2000
Homer Friends for their innovative Top Drawer project, which publishes .. .
and catalogs the works of local writers. The llomer Friends also raised Circulation 99,018 104,000
money for the library' through sales of their own book, a compilation of lo- Volumes 33,649 33,810
cal reminiscences of the 1964 Good Friday earthquake. The Library Advi- Visitors 87 453 92.000
sory Board and Friends of the Homer Public Library. Inc. continued to : '
lobby and raise funds for a much needed new and larger facility.
Patrons used the Homer Public Library extensively in 2000. Circu-
lation increased by 5,000 items for a total of over 104.000 and attendance
increased by 5,000 for a total of over 92,000 visits. Over 1,200 children
and adults attended the library’s weekly pre-school story hour. The interli-
brary loan program grew by one-third in 2000. with users requesting 745
inlcrlibrary loans. The library loaned over 200 items to other libraries both
in state and around the nation. Over 900 new library cards were issued.
Library staff added nearly 2,100 new items lo the collection and withdrew
almost 1,900 older items that were either lost, damaged or contained out-
dated information.
The library staff continued lo visit local schoois and host school
groups at the library. Literacy was promoted through joint programs with
area health agencies. Finally, the ever-popular book readings by local and

visiting authors continued during evening hours al the library.
Programs for young readers at-
tract eager groups of children to
the Homer Public Library.



Planning & Zoning

M aking the Piece. Fit

In July of 2000, Planning Director Eileen Bcchtol left
to pursue personal goals alter more than ten years with the
Homer Planning Department, The City began a search for a
new director.

The Planning Department began work on a new chap-
ter of the Homer City Code, Chapter 12.12, entitled Flood Dam-
age Prevention. The Homer Advisory Planning and Zoning
Commission held a public hearing on the proposed chapter. The
Department also continued work on a Bridge Creek Watershed
Ordinance, which would serve to protect the City’s water sup-
ply.

The Commission reviewed and forwarded to the
Homer City Council a proposed ordinance amending Chapter

The magnificent view from Baycrcst Park.  21.60 Sign Regulations, restricting the size of freestanding
signs on the Homer Spit and a section of the Sterling Highway
within the Central Business District to a ground sign only 36 square feet and no taller than 10 feet.

The Commission reviewed and held a public hearing on a proposed ordinance that would have regulated
motor vehicles on City beaches. The proposed law was scrapped, but the debate resulted in creation of the Homer
Beach Policy Task Force to further research and address public concerns expressed about the use of City beaches.

In other work during 2000, commissioners reviewed five eonditional-usc permits and 12 preliminary
plats, reviewed and approved a request for a variance from the right-of-way setback due to continuing bank ero-
sion, reviewed and approved nonconforming status for two homes on East Hill Road made nonconforming at the
time the new road was developed, and approved one request for ofi'-site parking.

The Planning Department issued 58 zoning permits, including 23 for new residences valued at
$2,611,040, six for S1,030,000 worth of new commercial developments. 10 for residential remodels equaling
5278,060 and 15 for commercial remodels with a value 0f 52,356.392, as well as four permits issued to S853.480
worth or projects by non-taxable agencies.

Together the projects totaled 57,128,972. The Department issued 71 permits for water and sewer installa-
tion, driveways, and work in wetlands or rights-of-way. The Commission’s Bylaws and Procedures Manual was
updated. Among the changes, the Commission reinstated a two-mectings-a-month schedule after a year of oncc-a-

month meetings.

Building Permits 2000 Building Permit Values
1991-2000
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Capital Improvement Program

The following projects, completed or in progress, reflect the City’s goals lo provide the infrastructure
needed to sustain economic growth while maintaining the highest quality of life for Homer residents. On Sept.
25, 2000, the llomcrCity Council adopted the Fiscal Year 2002 CIP legislative request list, showing projects
for which the City is seeking funding through the State of Alaska.

Lciiislativc request Projects Projects Accomplished or
For 2002 In Prourcss in 2000

1 Water Reservoir S1,500,000 1 Poopdeek Trail
2. Homer Public Library 850,000 2. Poopdeek Streel/Hazel Road LID
3. Homer Animal Shelter 400,000 3. Ramp Surfacing Replacement (2,3,4,6.7)
4.  Mountain View/East Hill Water Main 350,000 4. Waste Oil Collection Improvements
5. Freight Dock Road Reconst/Paving 545,000 5. Spit Camping Expansion
6. Downtown Restrooms 180,000 6. Steel Boat Grid Access Platform Replacement
7. Kachcmak Drive Separated Pathway Support 7. Freight Dock Road Improvement Planning
8. DWD Fcndcring Upgrade Phase 375,000 8. Kachcmak Multi-Purpose Dock Design
9.  Utilities-Watcr/Scwcr Improvements 5,300,000 9. Triangle Park Planning
10. Harbor Pedestrian Ways 650,000 10. Mariner Park Conceptual Plan
11 South Peninsula Firearms Training Fae. 750,000 11 Small Boat Harbor Renovation Planning
12. Satellite Sewer Dump Stations 60,000

On Sept. 25, 2000. the Homer City Council adopted a resolution advising the Alaska Department of
Environmental Conservation of its water and sewer capital improvement priorities and a second resolution list-
ing projects the City considers applying to the greater Homer area.

APEC Capital Improvement Priorities Area-Wide Projects

Water Reservoir Kachcmak Bav Campus Facility
Brid[ 'reek Watershed land Acquisition Pratt Museum Fire Alarm/Security
Mot View to East Ilill Water Main Homer Senior Center Independent Housing
Wate .iiid Sewer Utilities Improvements North Pacific Volcano Learning Center

Telemetry and Control Equipment-Phase I
Satellite Sewer Dump Stations (2)

Summary of Project Categories by Year and Cost

Category/ 2001 2002 2003 2004 2005 2006 Totals
Project

Roads 545,000 1,175,000 0 0 0 0 1,720,00
Trails 648,000 0 1,400,000 0 0 0 2,048,000
Utilities 9,900,000 3,250,000 300,000 500,000 0 0 13,950,000
Structure 20,932,000 15,240,000 5,500,000 0 0 0 41.672,000
Equipment 491,000 80,000 0 350,000 0 0 921,000
Totals 32,516,000 19,745,000 7,200,000 500,000 0 0 60,311,000



Homer Police Department

Keeping the Peace

Distribution of Major Offences

mSex O flenses

B Hir{*ar>-

n Assaults

0 Vandalism'Criminal

Mischief

U K I/julx"zrfeinent

The Homer Police Department (HPD)
utilize.,, community-based policing along with
enforcement to keep Homer a safe and healthy
community. The Police Department works with
several community groups ir. promoting public
safely. The Department has a DARE officer who
provides education to our area youths on the
harmful effects of drugs and alcohol. The De-
partment participates in numerous community
events to foster a close relationship with the
community served.

The Department operates and maintains
a seven-bed jail facility under a contract with the
State of Alaska. Prisoners can be held up lo ten
days. The Alaska State Troopers and Fish &
Wildlife Protection officers assigned to the
Homer area contract with the City to maintain
their offices at the Homer Police Department.

The Department's 9-1-1 service includes

TDD for the hearing impaired. Homer 9-1-1 dispatches all emergency agencies such as police, Fish & Wildlife
Protection, Alaska State Troopers, Search & Rescue Teams, Civil Defense, Alaska State Parks and Fire/
Rcscuc/EMS south of Ninilchik including Scldovia, Port iraham, Nanwalck, Kachcmak Bay Wilderness State
Park and the outlying Russian villages from Anchor Point to the head of Kachcmak Bay.

HPD is the designated emergency communications and operating center for the Southern Kenai Penin-
sula in the event of a natural or man-made disaster. The Department operates with the enhanced system which

allows 9-1-1 emergency operators to have
instant access to the addresses of the 9-1-1
callers. A police officer is assigned to the
Homer Spit, on bicycle patrol, as a commu-
nity liaison officer during the summer months
to help provide a safe environment for both
local residents and visitors.

The Police Department supervises
the operation of the Homer Animal Shelter.
This shelter is open three hours daily and is
operated by a private contractor. In addition
to the ten police officers there arc seven com-
munity jail officers and seven civilian public
safety dispatchers working at the Police De-
partment.

Lt. Randy Koscncrans of the Homer Police Department.
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Homer Volunteer Fire Department

Ready to Respond

General Information

The Homer Volunteer Fire Department is di-
vided into three branches: Departmental Services, Fire
Services and Emergency Medical Services. Departmental
Services is the fire departments administrative branch,
taking care of such tasks as departmental purchasing,
public education and prevention of fires and injuries. The
Fire Services encompass all phases of firefighting in-
cluding training, response, and rescue practices. The
Emergency Medical Services branch is responsible for

medical training and response.

A full-time staffof four provides day-to-day
consistency and a readily available emergency crew dur-
ing business hours. This staffincludes the Fire Chief,

Assistant Chief, Departmental Services Coordinator, and
an Emergency Service Specialist (EMT-III/Firclightcr ~ Homer Volunteer Fire Department Fireball on

II). The staff provides assistance to the volunteer fire-

fightcrs, EMT’s, and Departmental Services staff.

Departmental Services

Pioneer Avenue is the center of emergency scr-
vices in Homer.

Departmental Services provides administrative support to the chief of the Department and supports the
activities of the volunteers. The Departmental Services personnel fill non-emergency rolls in the lire depart-
ment. and provide a wide-range of fire prevention materials to the public, including both public and private
schools in our response area. Departmental Services also supports injury" prevention activities by co-sponsoring
the annual Bike Rodeo in conjunction with the Safe Kids Fair, and works with the local Safe Kids Coalition
with its bicycle helmet program, and child passenger safety program (car scats). The Department hosts numer-
ous station tours each year for area children. In addition. Departmental Services assists the State of Alaska Di-

vision of Forestry in issuing bum permits each year.

Firefightcrs at a practice burn.

Fire Services

Response Summary

The Department responded to 107, fire-related inci-
dents in 2000. Forty-six percent were classified as “fires/
explosions,” 6.8% were listed as "rescue” calls, 16.6% were
classified as “hazardous condition™ responses, 18.6% were
categorized as "good intent” calls, and almost 5% were
listed as false alarms.

Staffing
As of December 31, 2000 there were 21 State Cer-

tified firefighters on the department roster. The number of
volunteers continues to decline for numerous reasons. This
is not only a local trend but hits seriously impacted etner-



gency services across the nation. A recruit class for additional firefighters is scheduled for early 2001
A full-time Emergency Service Specialist was hired in 2000 to supplement the daytime staffing of the De-

partment and to assist with training, response readiness and other daily activities.

Training/Education
The Department sponsored and instructed classes for a Fire Science Degree Program through the Kenai

Peninsula College continued throughout 2000. All HVFD firelighters are trained and certified at either the Fire-
lighter I or Il levels prior lo being permitted to respond to any type fire. The State of Alaska Fire Service Training
Office accredits ihc Department’s training program at both the Firefighter I and Il levels. Monthly training is con-
ducted each Tuesday to keep our firelighters up lo date on ihc latest techniques and methods of fighting fire and

rescue practices.
Emergency Medical Services

Response Summary
The Department responded to some 336 EMS calls in 2000. The vast majority of calls were to patient's

residences (36%), followed by calls to the hospital (16%) to transport patients home or to the airport with an An-
chorage based medc’ac team. 13% of calls were to “Assisted Living” facilities (up from 7.9% in 1999 and 11% in

1998).

Staffing
At the end of 2000 there were a total of 25 emergency medical responders including EMT-1’s, I1's, I11’s,

and 3Mobile Intensive Care Paramedics (MICP’s). As many of our EMS responders are cross-trained as firefight-
ers, some of these responders pulled double duty during each wccklong shill. Also, since the vast majority
(approximately 80%) of all Fire Department responses arc EMS related, our EMT’s remain quite busy throughout

the year.

Training

All TIVED EMS responders arc Slate ol
Alaska Certified providers at one of the four recog-
nized certification levels. EMT-1's provide basic
level life support functions including: CPR, handag-
ing, splinting, and assisting with patient prescribed
medications administration and use of the External
Automated Defibrillator (AED).

Department EMT-H’s arc trained in the use
of advanced airway devices such as the endotracheal
tube, and can initiate intravenous lines as well as ad-
minister a few physician prescribed medications.

EMT-IH’s arc trained lo render aid to pa-
tients suffering from heart problems and more ad-
vanced medical emergencies.

MICP’s arc licensed by the State Medical
Board and arc the highest level of prehospital care
providers in the State. MICP’s, working under the di-

rection of a physician sponsor, are training in a wide _ _
variety of emergency procedures and advanced life Fire mid rescue crews provide coordinated emergency

support activities. coverage in Homer and heyond.



Homer Public Works

The Finely Tuned Machine

The Public Works Department operates and maintains the City's roads, drainage, water and waste-
water systems, cemeteries, parks, campgrounds and recreational facilities. Public Works also maintains pub-
lic buildings, including City Hall, the Police Department, Fire Hall, Airport Terminal Water and Sewer Treat-
ment Plants, Harbor Shop, Library and the Public Works complex. The Public Works building housi s a
maintenance shop and motor pool and services police, fire, ambulances. Port and Harbor, Animal Control.
City Hall and Public Works construction and
maintenance vehicles. Public Works operates the
water and sewer treatment plants. The Depart-
ment is responsible for maintaining Port and Har-
bor facilities and upland improvements on the
Spit. Planning, engineering, construction manage-
ment and inspection services for a wide range of
capital improvements projects are provided.

The Sewer Treatment Plant, completed in
1991, utilizing Deep Shaft Technology, continues
to operate in a highly effective manner.

The on-going preventive maintenance
program, managing 43 miles of wastewater collec-
tion lines, seven sewer lift stations, 17 water pres-
buton ngs, es mmmized disraptons 1y - TOUCNers and thelr parents enjoy ‘the sunshine i

! one of several parks ‘and campgrounds maintained

vice to customers. City crews arc responsible for .
grading, snow pfowing and snow removal, sind- b?ﬁ the Homer Pubific Works Degartment,

ing and road maintenance on 22.56 miles of City
maintained roads; comprised of 1321 miles of paved roach, 61 1 miles of gravel roads, and 3.24 miles of

winter-only maintained roads. Public Works continued to complete street sweeping using our own sweeper.

We were able to get the streets clean for the Kachcmak Bay Shorchird Festival in May.
Other projects overseen by the Public Works Department were improvements to Poopdeek Street

and Hazel Avenueand the construction of Poopdeek and Lucky Shot Trails. Public Works continued lo coor-
dinate design of theSmall Boat Harbor repair and renovation project as well as that of the new S10.8 million

Multi-purpose Ocean Dock.
The Homer Bypass sewer main and Beluga

Pump Station replacement projects were completed. A
new campground was created near Pier One Theatre.
In 2000, the Public Works Department re-
placed the surfaces on Harbor Ramps 3. 4, 5& 7 using
a 544, 730 state Grant That project was completed in-

house.
Also completed by Public Works crews was

construction of a waste-oil collection building which
included acquisition of a new vacuum truck, as well as
an upgrade to the System 5 collection site. Public
Works crews also built the new Fish Grindim Build-
ing and installed its equipment.

The U.S. Coast Guard Buoy Tender Sedge.
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Homer Port and Harbor

Where the Land Meets the Sea

The stalT of the Homer Port and Harbor Depart-
ment operates, maintains and administers the largest single-
basin boat harbor in Alaska, as well as the adjacent Deep
Water Dock and the Main/Ferry Doek — and does it 24
hours a day.

Fishing Support & Activity:

Ice sales to the fishing fleet and fish packers at the
Fish Doek lee Plant decreased 28% from 1999 (down from
5231 tons to 3,740 tons) reflecting a decrease in halibut
landings compared to 1999, Approximately 9 million
pounds of halibut were landed commercially in 2000.
However, this total was sufficient to keep Homer the num-
ber one halibut port in Alaska during this sixth year of the

Homer attracts vessels from across Alaska. IFQ fishery.

Small Boat Harbor (SBII):
The SBH consists of a 48-acre basin with 772 reserved slips. 4,000 lineal feel of transient floats, the

Homer Fish Dock with 483" vessel berthing on sides and face, and eight (8) cranes, the Homer Ice riant pro-
ducing up to 100 tons of flake ice per day. a wood grid and a steel grid, five (5) lane boat launch ramp and
bargc/landing-eraft loading ramp. The T.0.R.A. Harbor renovation project will add 140 new boat slips and

800 feet of transient moorage during 2001/2002.

Port:
The Port consists of the Deep Water Dock with a 324-feet of face plus three (3) mooringdolphins,two

(2) mooring buoys, and 40-loot water depth (MLLW) at theface; and ihc Main (ferry) Doekwith 410-fcct of
face, and 20-feet of water depth (MLLW), Activity at the Deep Water Dock was down in 2000 compared to
1999. Wood chip loading decreased by 77% (from 89,524 bone dry units to 20.507 bone dry units), and log
load-outs decreased by 34% from 26.8 million board feet
to 17.7 million board feet. The wood chip decrease was
a result of approximately nine months with no wood chip
exports following the bankruptcy of the former shipper.
The design package for the new Pioneer Dock
(Multi-Purpose Ocean Dock) was completed and funding
was finalized. The new dock will provide preferential
berthing for a new, larger Coast Guard buoy lender and
the Alaska Marine Highway System’s ocean class ferries
Tustumcna and Kcnnieott, as well as general cargo capa-
bility.
Designed lo replace the aging timber Main
(ferry) Dock, this new facility will be bid during Spring
2001 with construction commencing July 2001 and to be

completed Summer 2002, _
The Homer Deep Water Doek and the chip-

loading conveyor superstructure used to load
- J chip ships bound for overseas ports.



The Spit and the Kenai
Mountains, above, make Homer
one of the most bcautifi.il places on
Earth. Homer’s Fish Dock, left,
helps make Homer the halibut capi-
tal of the world. Below, a view of
Homer’s inviting beaches.



Financial Indicators
1991-2000

Assessed Property Values
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C|ty Of Homer— Combined Balance Sheet — All Fund Types & Account

Groups

Assets and Other Debits

Assets and Other Debits

Equity in central treasury S
Receivables, net:
Taxes
Accounts
Assessm ents
Accrued Interest
Other governments
Other
Due from other funds
Inventory
Propaid ilems
0 lherassets
Restricted assets -equity in central treasury
Bond issuance co'ls, nol
Note receivable
Litigation rocn”rablo, net
General fixed assets
Properly, planl and oquiPmenI, nel
Amount available In Dob! Fervicn Punds
Amount lo be provided for retirement of
long-lerm debt

| otal assets and other debits 5

Liabilities. Fund Enultv. and Other Credits

Liabilities:
Accounts payable S
Ace.uod liabilities
Deferred revenues, prepaid rentals and deposits
Due lo local agencies
Due lo other funds
General obligation bonds
Revenue bonds, net
Special assessment bonds
Capital lease obligations
Rotirem ent incentive program
Notes payable
Total liabilities

Fund equity and other credits:
Contributed capital, nel
Investment ii general fixed assets
Retained earnings:
Reserved:
Bond redemption
Debt service and water/sewer construction
Unreserved
Fund balances
Reserved:
Endowments
Debt service
Inventory, prepaid Items and other assets
Unreserved:
Designated for capital projects
Undesignaled
Total fund equity and other credits

Total liabilities, fund equity, and other croi S

Fund Types
Government Proprietary
Dobt Capital .

General Sorvico Projects Entororiso
1,688,398 211,496 3,203,198 1,063,028
450 .2 07 130.82 7 130,82 7
- 269,224

103,3 61 72,900 : 283,704
15,981 17,123 96,581
972 99,737 273,582

82,007

368,1 69 - -
46.04 4 - 123,725
103988 - 45,089
16 414 - 75,250
- 5818603

- - 74567

- - - 77.859

- 680,170

- - m 58785065
2875541 284 .396 3.450.885 67.797.2 74

Debt Capital

General Service Proiect Enterprise
79,361 1,818 180 237,537
172,753 - 93 224,399
315,219 72,900 69,311 4,260,780

- - 368,169

- . - 2,070,815

- * - 31,270

- - - 3,431,618

567.333 74.718 69,594 10.624,588

- - - 50,356,241

_ - - 367,450

- - 6,448,995

- 209,678 - -

166,446 - -

- - 3,381,301 -
2,141,762 - -
2,308,208 209,678 3,381,301 57,172,686
2.875,541 284.396 3,450,885 67,797,274
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Totals
1999
/.39 .G64

6,345,409

(Memorandum Only)

Gonatal
Long-Toiin
Deni

Account Groups

100 .4 3u

Fiduciary

18.059

Proprietary
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The Dedicated People Who Make Homer

"The City That Works!"

Administ ration
Ron Drathman
Rachel Livingston
Sheri Hobbs
Steve Bambakidis
Citv Clerk

Mary L. Calhoun
Taena Benson
Finance

Dean Baugh

Jo Earls

Jean Mack
Michele McCandlish
Laurie Moore
Joanne Perret
Lori Sorrows
Plannina

Beverly Guyton
Librar v
Katherine George
Susan Gibson
Kathleen Pankratz
David Swarthoul

Fire Departrnent
Robert Painter
Elaine Grabowski
Scolt Elmer
Steve Boyle
Police Department
Officers:

Mark Robl

Glenn Buchanan
Andy De Veaux
Joe Hamilton
William Hutt
Lary Kuhns
Randal Rosencrans
David Shealy
Aaron Parker
Jailers:

John Browning
Michael Prouty
Chuck Thorsrud
Barth Troughton
Steve Smith
Mark Kryzick
Wayne Stanley

Dispatchers:
Jane Stewart
Kelly Huddleston
Sandra Johnson
Greg McCullough
Bonnie Nesvick
Gall Teter

Patti Morris
Public Works
Carey Meyer

Ed Barcus

John Berelc
David Bolt
Russell Cheney
Don DeArmoun
Ken Frazier
Dan Gardner
Richard Gibson
Tammy Hagerty
Don Henry

Jim Hobbs
Diana Hutt
Patrick Johnson
Jan Jonker

Gerald Lawver
Barbara Logan
Steve Martin
Brian McCarthy
Jim Nelson
Terry Overton
Kurt Roe

Glenn Satterfield
John Wythe
Port and Harbor
Bill Abbot

John Bacher
Wes Cannon
Dan Cornelius
Chris Dabney
Steve Dean
Ruth Hall

Bryan Hawkins
Bonnie Judge
Julia Martin
Larry Rutherford
D.J. Stokes

Volunteers Working to Serve You

Planning Commission

Bill Smith, chair
Leroy Gannaway
Irene Randolph
Rick Foster
Frederick W. Pfeil
Betsy Webb

Port/Harbor Commission
Rodney Val McLay, chair

Bill Choate
Otto Kilcher

Melvyn Strydom
Michael M. Disler

Gary Ault

Parks/Recreation Commission
Robert Rosenfeld

RJ Langman

Mary Lentfer

Carole Hamik

Kim Greer/Tim Daugharty

Water/Sewer Standards Cmte.
John Fenske

Patricia Cue

Gary Nelson

Bill Smith

Library Advisory Board
Ruth M. Brown, chair
Suzanne E. Haines

Lois Andrews

P.J. Bauer

Dan Coyle

Nancy Lord

Mindy Parks

Matt Beaumont-Gay

Road Standards Co mmitlee
Kurt Marquardt, chair

Dennis Leach

Mike Yourkowski



