
         Homer City Hall 

         491 E. Pioneer Avenue 
         Homer, Alaska 99603 

         www.cityofhomer-ak.gov  

City of Homer 

Agenda 

City Council Committee of the Whole 

Monday, December 13, 2021 at 5:00 PM 

In Person at City Hall Cowles Council Chambers and by Zoom Webinar 

https://cityofhomer.zoom.us/j/953097829?pwd=RlVmSlc1YnpUUExhbFE0b0NwSCtqUT09 

Or Dial: (669) 900 6833 or (253) 215 8782  or Toll Free  (888) 788 0099 or (877) 853 5247 

     Webinar ID: 953 097 829 Passcode: 234969 

 

CALL TO ORDER, 5:00 P.M. 

AGENDA APPROVAL (Only those matters on the noticed agenda may be considered, 

pursuant to City Council’s Operating Manual, pg. 6) 

CONSENT AGENDA 

REGULAR MEETING AGENDA 

DISCUSSION TOPIC(S) 

a. Ordinance 21-63(S), An Ordinance of the City Council of Homer, Alaska  Settling the 

Current and Future Distributions of Income and Debt in the  Natural Gas Distribution 

Special Assessment Bond Sinking Fund.  Mayor/City Manager. Introduction October 11, 

2021 Public Hearing and Second Reading October 25, 2021 Postponed to November 8, 
2021 and December 13, 2021. 

Ordinance 21-63(S-2), An Ordinance of the City Council of Homer, Alaska Settling the 

Current and Future Distributions of Income and Debt in the Natural Gas Distribution 
Special Assessment Bond Sinking Fund.  Mayor/City Manager. 

Memorandum 21-200 from City Manager as backup 

Memorandum 21-191 from City Manager as backup 

Memorandum 21-187 from Finance Director as backup 

COMMENTS OF THE AUDIENCE 

ADJOURNMENT NO LATER THAN 5:50 P.M. 
Next Regular Meeting is Monday, January 10, 2022 at 6:00 p.m., Committee of the Whole at 5:00 

p.m. All meetings scheduled to be held in the City Hall Cowles Council Chambers located at 491 

E. Pioneer Avenue, Homer, Alaska. 
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Financial Update – Natural Gas Fund (175)
City Council Committee of the Whole Meeting 12/13/21

12
/1
0/
20
21

1

Presentation Roadmap

• Provide purpose of natural gas fund
• Provide timeline of events
• Define and discuss uses of Free Main Allowance (FMA)
• Display Natural Gas SAD demographics
• Discuss financial statements
• Define and walkthrough restricted cash
• Discuss future revenue streams
• Discuss Ordinance 21-63(S)
• Wrap-up
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Purpose of Natural Gas Fund (175)

• Per financial statements, “The Gas Line Capital Project Fund 
accounts for all activities related to the construction of the 
gas line”
• Examples include: debt obligation costs, administrative costs, 

Free Main Allowance (FMA) deposits, and Special Assessment 
District (SAD) revenues
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SAD Revenue

Natural Gas Fund 
(175)

Debt Obligation

Administrative

FMA Deposits

Timeline of Events
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2013 2014 2021 2024

• Entered into loan agreement with KPB for up to $12,700,000
• City signed agreement with Enstar
• Dedicated bank account established

• City drew $12,359,388 on KPB loan
• SAD established; owners began paying

• Paid off KPB Loan for $2,511,190.83
• Liquidated dedicated bank account

• End of Natural Gas SAD (10 years)

Free Main Allowance (FMA)

• The contractual definition can be found in your packet (it’s 
not very helpful).

• Basically speaking…
• FMA is a fee that people pay when they hook up to natural gas.  

Enstar collects the fee, and quarterly remits to the City. The FMA 
is charged/collected for ten years (through 2025).

• Any restrictions on uses of FMA?
• No.  Council is able to determine the appropriate use.
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FMA Appropriations

• Authorized use of FMA, per Council appropriations:
• Ordinance 21-13 authorized the use of $1,971,808 (full balance) 

in FMA to payoff the loan with the Kenai Peninsula Borough
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Updated Pie Charts
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Balance Sheet – FY20
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Natural Gas Fund (175) - Assets

• Cash and Investments
• Simply speaking, representative of 

proportional share of Central Treasury
• Accounts

• Accounting standards state that revenue is 
recorded in period in which it is earned.  

• FMA was received in January 2021, but it 
was representative of FMA collected in 
2020. Therefore, it is posted here as a 
receivable (as we didn’t actually receive 
the money from Enstar until January).

• Assessments
• Represents the amount we are expecting 

to collect in revenue by end of district
• Restricted Cash

• Amount required per KPB contract; now 
eliminated
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Natural Gas Fund (175) - Liabilities

• Enstar FMA Refunds
• Amount is listed under liabilities until 

Council authorizes use of FMA
• This value represents total FMA collected 

since inception
• In FY21, City used this full amount to 

payoff KPB loan
• Special Assessment not yet due

• Represents the amount outstanding to 
collect on assessments

• Total Liabilities and Deferred Inflows of 
Resources
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Natural Gas Fund (175) – Fund Balances

• Unassigned (deficit)
• Represents the fund 

balance at end of fiscal 
year

• All negative balances will 
be categorized into the 
unassigned fund balance
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Statement of Revenues, Expenditures, and 
Changes in Fund Balances (Deficits) – FY20
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Natural Gas Fund (175) - Revenues

• Special Assessments
• Represents the amount of 

assessment revenue collected 
(incl. interest/penalties)

• Investment Income
• Interest earned on investment 

account; closed in April 2021 
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Natural Gas Fund (175) - Expenditures

• Debt Service (Principal)
• Amount paid in principal to KPB for 

loan
• Debt Service (Interest)
• Amount paid in interest to KPB for 

loan

• In FY21, these amounts will be larger 
due to the payoff ($2,510,651.67 total)

• In FY22 (and beyond), these amounts 
will be zero due to no future 
payments
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Natural Gas Fund (175) – Fund Balances

• Excess of Revenues Over (Under) 
Expenditures
• Represents the amount of revenue 

that exceeded expenses for the 
fiscal year

• Special Item
• Escrow fees, recording fees

• Net Change in Fund Balances
• Represents the increase in fund 

balance for the fiscal year
• Beginning Fund Balances (Deficit)

• Illustrates the fund balance at the 
start of FY20

• Ending Fund Balances (Deficit)
• Illustrates the fund balance at the 

end of FY20
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KPB Loan Payoff
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KPB Loan Payoff

$2,511,190.83

Transfer from 

Primary AMLIP

$1,000,000

Liquidate

Investment Account

$1,871,832.85

Restricted Cash

• Loan agreement with the Kenai Peninsula Borough 
required that the City of Homer have $1.27 million 
set aside in a dedicated bank account
• This was done and a restriction on cash in the balance 

sheet was placed to designate this cash

• When loan was paid off, the cash restriction was 
lifted and that cash became available to use for other 
purposes
• All else remains equal, overall cash balance for the City 

would not change, but the cash line on balance sheet 
would increase

• City used this restricted cash to payoff the loan and, 
therefore, overall impact on City’s cash position will be 
neutral (cash in and cash out)

FY21 financial statements forward will illustrate the removal of this cash restriction
• Fund balance values will NOT change in response to the change in cash restriction
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Future Revenue Streams
• Approximated Free Main Allowance (historical trends):

• FY2022 – $40,000
• FY2023 – $30,000
• FY2024 – $25,000
• FY2025 – $20,000

• Approximated Future Assessment Revenue:
• FY 2022 – $481,187 ($429,631 principal; $51,556 interest)

• FY 2023 – $464,002 ($429,631 principal; $34,371 interest)

• FY 2024 – $446,816 ($429,631 principal; $17,185 interest)

 ‐

 200,000

 400,000

 600,000

 800,000

 1,000,000

 1,200,000

 1,400,000

FY 2022 FY 2023 FY 2024 FY 2025

Future Position

FMA SAD FB
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Ordinance 21-63(S)

• As written, ORD 21-63(S) directs the Finance department to 
transfer the positive fund balance out of the Natural Gas 
Fund (175).
• This review will be done annually after the Financial Statements 

have been formally accepted by City Council
• The transfer will occur the next business day after the 

acceptance of the statements
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Proposed Amendment

• It was noticed that future FMA needs to be appropriated in 
order for this to be recognized as revenue on the financial 
statements.

• Finance proposes that ORD 21-63 (S-2) be substituted for 
ORD 21-63(S) to include language that appropriates the FMA 
to the Natural Gas Fund (175)
• This will streamline the management of the FMA and fund 

balance
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Closeout

• Staff Recommendation
• Substitute ORD 21-63(S-2) for ORD 21-63(S) to appropriate 

future FMA to the Natural Gas Fund (175) and allow for annual 
transfer of positive fund balance out of Natural Gas Fund (175)

• Any questions?
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Appendix – Key Terms
• Balance Sheet Terms:

• Cash and Investments – The City has a Central Treasury and, therefore, each fund does not 
have its own bank account. This is representative of each fund’s proportional share of 
Central Treasury.

• Assets - Probable future economic benefits obtained or controlled by a particular entity as a 
result of past transactions or events (GAAP – Generally Accepted Accounting Principles)

• Liabilities – Obligations owed to outside parties.  Probable future sacrifices of economic 
benefits that arise from present obligations or past transactions. (GAAP Accounting)

• Restricted Cash – Cash that is held for a specific purpose, and, therefore, not available for 
immediate or general business use (GAAP – Generally Accepted Accounting Principles)

• Deferred Inflows – Acquisition of net assets by government that is applicable to a future 
reporting period.  Recognition of revenues is deferred until the future period in which the 
inflows are related. (GAAP – Generally Accepted Accounting Principles)

• Original Receivable
• Represents the total amount of assessments due and amount borrowed from KPB.
• The Natural Gas SAD was created and total amount billed to all customers was $12,359,388. 
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Appendix - City Facilities

• All city parcels that were assessed have been paid in full.
• Total of 85 city lots for $277,335.45 (ORD 15-21)

• Facilities NOT Connected to Natural Gas:
• HERC 1 & 2
• Raw Water Pump Station
• Ice Plant
• Smaller facilities include water delivery systems (PRV stations).  

These are heated with electricity.
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Appendix - Natural Gas SAD Demographics

• All information is as of 7/31/21

• Originally assessed parcels in the SAD: 3,788 ($12,359,388)
• Parcels paid in full: 2,745 ($11,070,494 approx. principal)
• Parcels still owing: 1,403 ($1,288,894 approx. principal)
• Parcels current on payment plan: 993
• Parcels in late status: 137 (of which 50 have never paid)
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NATURAL GAS ASSESSMENTS Date:  15‐Oct‐21

Original 
Receivable 

Amt.
Original
# Parcels

Approximate
Unaudited/
Unreconciled 
Receivable 
7/31/21*

Approximate
Principal 

Outstanding

Approximate
 # Parcels 
Still Owing

#Parcels
Never Paid

Amount 
Delinquent*

#Parcels
Delinquent

# Parcels
Paid in 
Full

#Parcels
on Pmt. Plan

Approximate
Principal 
Received 
Since 

Inception
$12,359,388 3788 $1,370,701 $1,288,894 1043 50 $245,943 137 2745 993 $11,070,494

Per Reso 15‐17; District began 2015 ends 2024.

Original #s not refactored for condo lawsuit or for any exempting legislature that came after.

Delinquent parcels includes the 50 Never Paid, many only behind one payment and many missing various payments.

50 Never paids include many State properties and a handful of deferred (a few approved this year and some unapplied for currently, but were approved in prior years.

Unaudited/Unreconciled Receivable: General Ledger and Accounts Receivable ‐ January ‐ June 2021 
Outstanding Principal: Amount due on payment plans.
Delinquent: Amount late on payment plan.
Never Paid: Those who have never paid on assessment.

*Includes interest & late fees charged.

Natural Gas Figures ‐ Approximates
Original Receivable Amount ‐ $12,359,388

As of 7/31/21

Principal Received
Since Inception
$11,070,494

On Payment Plan
993

Natural Gas Parcels Report
Original # Parcels ‐ 3,788

as of 7/31/21

Paid in Full:
2,745

Outstanding: 1043
Consists of ‐
50 ‐ Never Paid
993 ‐ On Payment Plan
(with 87 ‐ Delinquent)

Outstanding
Principal 

$1,288,894
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Exhibit B-1

Major Funds
City Gas HART

Utility  CARES Facilities Line Roads Total
Special  Special Capital Capital Capital Nonmajor Governmental

December 31, 2020 General Revenue  Revenue Project Project Project Funds Funds

Assets

Cash and investments 8,872,675$   6,066,095  - 502,440 313,971  6,272,850  5,657,447  27,685,478  
Receivables, net of allowance:

Accounts 188,108  232,943  246,206  - 18,624 -  -  685,881  
Property taxes 143,700  -  -  - - -  -  143,700  
Sales taxes 1,043,307  232,709  -  -  -  217,196  124,110  1,617,322  
Assessments - 2,961,524 - -  1,870,307 - 476,700 5,308,531  
State and federal grants 93,979  113,449  1,714,547  163,944  -  -  -  2,085,919  
Interfund loans 104,764  -  -  -  -  -  -  104,764  

Due from other funds 1,852,009  -  -  -  -  -  -  1,852,009  
Inventory 32,351  544,866  -  -  -  -  - 577,217 
Prepaid and other assets 337,916  26,855  -  -  -  -  10,000  374,771  
Restricted cash and investments -  -  -  -  1,270,000  -  -  1,270,000  

Total Assets 12,668,809$ 10,178,441  1,960,753  666,384   3,472,902  6,490,046  6,268,257  41,705,592  

Liabilities

Accounts payable 187,501$      125,965  472,616  204,335  - 24,448 80,475  1,095,340  
Accrued payroll and related liabilities 305,173  41,576  18,793  -  -  -  -  365,542  
Unearned revenue -  -  -  -  -  -  22,827  22,827  
Unearned grant revenue -  -  -  -  -  -  6,673  6,673  
Customer deposits 20,888  45,701  -  -  -  -  - 66,589 
Enstar FMA refunds -  -  -  -  1,971,808  -  -  1,971,808  
Due to other funds -  -  1,456,332  -  -  -  363,690  1,820,022  

Total Liabilities 513,562  213,242  1,947,741  204,335  1,971,808  24,448  473,665  5,348,801  

Deferred Inflows of Resources

Deferred property taxes 147,850  -  -  -  -  -  -  147,850  
Special assessments not yet due - 2,961,524 - -  1,870,307 - 476,700 5,308,531  

Total Deferred Inflows of
Resources 147,850  2,961,524  - -  1,870,307 - 476,700 5,456,381  

Total Liabilities and
Deferred Inflows of Resources 661,412  3,174,766  1,947,741  204,335  3,842,115  24,448  950,365  10,805,182  

Fund Balances

Nonspendable 475,031  571,721  -  -  -  -  - 1,046,752 
Restricted -  -  -  -  - 6,465,598 1,607,310  8,072,908 
Committed 4,493,489  -  -  -  -  - 804,705 5,298,194 
Assigned 171,314  6,431,954  13,012  462,049  -  -  3,269,567 10,347,896 
Unassigned (deficit) 6,867,563  -  -  -  (369,213)  - (363,690) 6,134,660 

Total Fund Balances (Deficit) 12,007,397  7,003,675  13,012  462,049  (369,213)  6,465,598  5,317,892  30,900,410  

Total Liabilities, Deferred Inflows 
of Resources and Fund Balances 12,668,809$ 10,178,441  1,960,753  666,384   3,472,902  6,490,046  6,268,257  41,705,592  

See accompanying notes to basic financial statements.

Balance Sheet
Governmental Funds

City of Homer, Alaska 
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Exhibit B-3

 City  Gas  HART 
 Utility  CARES  Facilities  Line  Roads  Total 

 Special  Special  Capital  Capital  Capital  Nonmajor Governmental
Year Ended December 31, 2020  General  Revenue  Revenue  Project  Project  Project  Funds  Funds 

Revenues
Property taxes 3,718,482$   -  -  -  -  - 26,828 3,745,310  
Sales and use taxes 5,705,499  1,401,880  -  -  -  1,261,822  701,069 9,070,270  
Permits and licenses 43,425  -  -  -  -  -  -  43,425  
Intergovernmental 1,555,388  173,157  9,345,363  508,514  -  -  6,640  11,589,062  
Charges for services 2,239,725  3,756,236  -  -  -  -  - 5,995,961 
Special assessments - 481,370 -  -  924,474  - 81,116 1,486,960 
Investment income 207,849  127,748 2,122  48,566  11,353  152,136  119,577 669,351  
Fines and forfeitures 10,100  -  -  -  -  -  -  10,100  
Donations -  -  -  -  -  -  10,145 10,145  
Other -  -  63,013  1,901  -  -  1,538  66,452  

Total Revenues 13,480,468  5,940,391  9,410,498  558,981  935,827  1,413,958  946,913  32,687,036  

Expenditures
Current:

General government 3,135,343  - 1,822,084 -  -  118,630  44,615  5,120,672  
Public safety 4,774,940  - - -  -  -  -  4,774,940  
Public works 2,666,318  - - -  -  -  -  2,666,318  
Library 816,125  - - -  -  -  -  816,125  
Airport 196,466  - -  -  -  - 196,466 
Community services 94,000  - 7,575,402 -  -  -  -  7,669,402 
Water - 2,092,129 -  -  -  -  - 2,092,129 
Sewer - 1,635,761 -  -  -  -  - 1,635,761 

Debt service:
Principal - 870,645 -  -  559,717  - 216,257 1,646,619 
Interest - 132,235 -  -  122,441  - 200,250 454,926  

Capital outlay - 300,546 - 3,816,454 - 128,290 625,621 4,870,911  

Total Expenditures 11,683,192  5,031,316  9,397,486  3,816,454  682,158  246,920  1,086,743  31,944,269  

Excess of Revenues Over (Under)
 Expenditures 1,797,276  909,075  13,012  (3,257,473) 253,669  1,167,038  (139,830)  742,767  

Other Financing Sources (Uses)
Transfers in 658,680  99,629  -  -  -  -  551,565  1,309,874  
Transfers out (500,146)  (36,475)  - (300) - (608,810) (167,577)    (1,313,308)    

Net Other Financing Sources (Uses) 158,534  63,154  - (300) - (608,810) 383,988     (3,434)  

Special Item - construction of gas 
pipeline on behalf of third parties -  -  -  -  (2,349)  -  -  (2,349)  

Net Change in Fund Balances 1,955,810  972,229  13,012  (3,257,773) 251,320  558,228  244,158  736,984  

Beginning Fund Balances (Deficit) 10,051,587  6,031,446  - 3,719,822 (620,533)  5,907,370  5,073,734  30,163,426   

Ending Fund Balances (Deficit) 12,007,397$ 7,003,675  13,012  462,049  (369,213)  6,465,598  5,317,892  30,900,410  

See accompanying notes to basic financial statements.

Major Funds

Statement of Revenues, Expenditures, and Changes in Fund Balances (Deficit)
Governmental Funds

City of Homer, Alaska 
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CITY OF HOMER 1 
HOMER, ALASKA 2 

Mayor/City Manager 3 

ORDINANCE 21-63(S) 4 
 5 

AN ORDINANCE OF THE CITY COUNCIL OF HOMER, ALASKA 6 

SETTLING THE CURRENT AND FUTURE DISTRIBUTIONS OF 7 

INCOME AND DEBT IN THE NATURAL GAS DISTRIBUTION SPECIAL 8 

ASSESSMENT BOND SINKING FUND 9 

 10 

WHEREAS, Ordinance 13-02 created the City of Homer Natural Gas Distribution Special 11 

Assessment District; and 12 

 13 

WHEREAS, Ordinance 13-03(S)(2) authorized the City to issue a Natural Gas Distribution 14 

Special Assessment Bond in the principle amount of not to exceed $12,700,000 to finance the 15 

design and construction of natural gas distribution improvements in the City; and 16 

  17 

WHEREAS, The City and Enstar signed an agreement titled “Natural Gas Distribution 18 

System Extension Contribution in Aid of Construction Agreement for the City of Homer Natural 19 

Gas Distribution Special Assessment District” (2013 Enstar Agreement) in 2013; and 20 

 21 

WHEREAS, The natural gas distribution system extension, owned by Enstar, was 22 

successfully constructed and put into operation; and 23 

 24 

WHEREAS, The City has appropriated an additional $663,119 to natural gas-related 25 

expenses from the General Fund ($301,097), Utility Fund ($95,023), and Harbor Fund ($266,999) 26 

since 2012; and 27 

 28 

WHEREAS, The City has collected both annual assessment payments from property 29 

owners and a quarterly refund from Enstar known as free main allowance payments which is 30 

based on calculations contained within §602 of Enstar’s Tariff; and 31 

 32 

WHEREAS, Ordinance 15-17(S) permitted the City to prepay principal of the Natural Gas 33 

Distribution Special Assessment Bond; and 34 

 35 

WHEREAS, Ordinance 16-43 provided for the creation of a Natural Gas Distribution 36 

Special Assessment Bond Sinking Fund; and 37 

 38 

WHEREAS, Ordinance 21-13 appropriated an amount not to exceed $2,512,000 from the 39 

Natural Gas Distribution Special Assessment Bond Sinking Fund to retire the debt that was 40 

utilized for the construction of the natural gas distribution line; and 41 

9



PAGE 2 OF 3 
ORDINANCE 21-63(S) 
CITY OF HOMER  

 

WHEREAS, The City’s Finance Department used $2,459,945 to pay off the bond as 42 

directed, which included the entirety of the $1,971,808 in free main allowance which had been 43 

collected by the City since the initiation of the project; and 44 

 45 

WHEREAS, On-time assessment payments will continue until September 1, 2024 and 46 

Free Main Allowance payments will continue for 10 calendar years after construction; and 47 

 48 

WHEREAS, Late assessment payments are likely to continue well beyond 2024; and 49 

 50 

WHEREAS, There is value in planning for the end phase of the Natural Gas Distribution 51 

Special Assessment Bond Sinking Fund to ensure that surplus funds are put to appropriate 52 

uses; and 53 

 54 

WHEREAS, The 2013 Enstar Agreement allows free main allowance to be put towards 55 

whatever the City “determines to be appropriate”; and 56 

 57 

WHEREAS, The City Council has determined it is appropriate to direct excess funds to 58 

the General Fund where it can be used for purposes beneficial to the entire City. 59 

 60 

NOW, THEREFORE, THE CITY OF HOMER ORDAINS: 61 

 62 

Section 1. Once any debt within the Natural Gas Distribution Special Assessment Bond 63 

Sinking Fund is retired, all payments into the Natural Gas Distribution Special Assessment 64 

Bond Sinking Fund are income to the City of Homer. 65 

 66 

Section 2. Following debt retirement, the City Treasurer shall annually transfer, on the 67 

business day following the passage of the Resolution accepting the basic financial statements, 68 

the accumulated revenues in the Natural Gas Distribution Special Assessment Bond Sinking 69 

Fund to the General Fund – Fund Balance. 70 

 71 

Section 3. This is a budget amendment ordinance only, is not permanent in nature, and 72 

shall not be codified. 73 

 74 

ENACTED BY THE CITY COUNCIL OF HOMER, ALASKA, this ___ day of _____, 2021.  75 

 76 
CITY OF HOMER 77 
 78 

_____________________________ 79 
KEN CASTNER, MAYOR 80 

ATTEST: 81 
  82 
______________________________ 83 

MELISSA JACOBSEN, MMC, CITY CLERK 84 
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PAGE 3 OF 3 
ORDINANCE 21-63(S) 
CITY OF HOMER  

 

YES: 85 
NO: 86 
ABSTAIN: 87 
ABSENT: 88 

 89 

First Reading: 90 
Public Hearing: 91 
Second Reading: 92 

Effective Date: 93 
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CITY OF HOMER 1 
HOMER, ALASKA 2 

Mayor/City Manager 3 

ORDINANCE 21-63(S-2) 4 
 5 

AN ORDINANCE OF THE CITY COUNCIL OF HOMER, ALASKA 6 

SETTLING THE CURRENT AND FUTURE DISTRIBUTIONS OF 7 

INCOME AND DEBT IN THE NATURAL GAS DISTRIBUTION SPECIAL 8 

ASSESSMENT BOND SINKING FUND, AND ACCEPTING AND 9 

APPROPRIATING FUTURE FREE MAIN ALLOWANCE REFUNDS.  10 

 11 

WHEREAS, Ordinance 13-02 created the City of Homer Natural Gas Distribution Special 12 

Assessment District; and 13 

 14 

WHEREAS, Ordinance 13-03(S)(2) authorized the City to issue a Natural Gas Distribution 15 

Special Assessment Bond in the principle amount of not to exceed $12,700,000 to finance the 16 

design and construction of natural gas distribution improvements in the City; and 17 

  18 

WHEREAS, The City and Enstar signed an agreement titled “Natural Gas Distribution 19 

System Extension Contribution in Aid of Construction Agreement for the City of Homer Natural 20 

Gas Distribution Special Assessment District” (2013 Enstar Agreement) in 2013; and 21 

 22 

WHEREAS, The natural gas distribution system extension, owned by Enstar, was 23 

successfully constructed and put into operation; and 24 

 25 

WHEREAS, The City has appropriated an additional $663,119 to natural gas-related 26 

expenses from the General Fund ($301,097), Utility Fund ($95,023), and Harbor Fund ($266,999) 27 

since 2012; and 28 

 29 

WHEREAS, The City has collected both annual assessment payments from property 30 

owners and a quarterly refund from Enstar known as free main allowance payments which is 31 

based on calculations contained within §602 of Enstar’s Tariff; and 32 

 33 

WHEREAS, Ordinance 15-17(S) permitted the City to prepay principal of the Natural Gas 34 

Distribution Special Assessment Bond; and 35 

 36 

WHEREAS, Ordinance 16-43 provided for the creation of a Natural Gas Distribution 37 

Special Assessment Bond Sinking Fund; and 38 

 39 

WHEREAS, Ordinance 21-13 appropriated an amount not to exceed $2,512,000 from the 40 

Natural Gas Distribution Special Assessment Bond Sinking Fund to retire the debt that was 41 

utilized for the construction of the natural gas distribution line; and 42 

12
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WHEREAS, The City’s Finance Department used $2,459,945 to pay off the bond as 43 

directed, which included the entirety of the $1,971,808 in free main allowance which had been 44 

collected by the City since the initiation of the project; and 45 

 46 

WHEREAS, On-time assessment payments will continue until September 1, 2024 and 47 

Free Main Allowance payments will continue for 10 calendar years after construction; and 48 

 49 

WHEREAS, Late assessment payments are likely to continue well beyond 2024; and 50 

 51 

WHEREAS, There is value in planning for the end phase of the Natural Gas Distribution 52 

Special Assessment Bond Sinking Fund to ensure that surplus funds are put to appropriate 53 

uses; and 54 

 55 

WHEREAS, The 2013 Enstar Agreement allows free main allowance to be put towards 56 

whatever the City “determines to be appropriate”; and 57 

 58 

WHEREAS, The City expects to receive the Free Main Allowance refunds through 59 

2025 and Free Main Allowance deposits that the City receives shall be appropriated at 60 

time of receipt; and  61 

 62 

WHEREAS, The City Council has determined it is appropriate to direct excess funds to 63 

the General Fund where it can be used for purposes beneficial to the entire City. 64 

 65 

NOW, THEREFORE, THE CITY OF HOMER ORDAINS: 66 

 67 

Section 1. Once any debt within the Natural Gas Distribution Special Assessment Bond 68 

Sinking Fund is retired, all payments into the Natural Gas Distribution Special Assessment 69 

Bond Sinking Fund are income to the City of Homer. 70 

 71 

Section 2. The City Council hereby accepts and appropriates future Free Main 72 

Allowance refunds as follows: 73 

 74 

Account               Description             Amount 75 

175-0375           City of Homer Natural Gas Distribution Special  76 

Assessment Bond Sinking Fund                 TBD 77 

 78 

Section 3. Following debt retirement, the City Treasurer shall annually transfer, on the 79 

business day following the passage of the Resolution accepting the basic financial statements, 80 

the accumulated revenues in the Natural Gas Distribution Special Assessment Bond Sinking 81 

Fund to the General Fund – Fund Balance. 82 

Section 4. This is a budget amendment ordinance only, is not permanent in nature, and 83 

shall not be codified. 84 
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 85 

ENACTED BY THE CITY COUNCIL OF HOMER, ALASKA, this ___ day of _____, 2021.  86 
 87 

CITY OF HOMER 88 

 89 
_____________________________ 90 
KEN CASTNER, MAYOR 91 

ATTEST: 92 
  93 

______________________________ 94 
MELISSA JACOBSEN, MMC, CITY CLERK 95 

 96 

YES: 97 
NO: 98 
ABSTAIN: 99 

ABSENT: 100 

 101 

First Reading: 102 
Public Hearing: 103 

Second Reading: 104 

Effective Date: 105 
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Memorandum 21-200 
TO:  Mayor Castner and Homer City Council 

FROM:  Rob Dumouchel, City Manager 

DATE:  November 2, 2021  

SUBJECT: Update to Ordinance 21-63  

At the October 25th Council meeting, the Council chose to postpone a decision on Ordinance 21-63 to our 
November meeting. During Committee of the Whole, there was a lot of discussion regarding the ordinance 
and the type of information that would be required for the Council to get to a point where they would be 
willing to adopt Ordinance 21-63. Inspired by that discussion, I have created a substitute ordinance which 
hopefully provides the information the Council was seeking in order to more confidently make a decision on 
the matter. The substituted memo ultimately does the same thing as the original draft, however, it takes a 
different pathway to explaining the concept. This memo contains some discussion of the substitute 
ordinance.  

Natural Gas Line Bond and Special Assessment District Origins 

Ordinance 13-02 created the Natural Gas Distribution Special Assessment District and Ordinance 13-03(S)(2) 
authorized the bond for up to $12,700,000. The City signed an agreement with Enstar in 2013 which defined 
our contribution in aid of construction. The natural gas distribution system extension was constructed 
thereafter. Enstar owns, operates, and maintains the main. 

Free Main Allowance 

Enstar provides a refund to the City called a free main allowance (FMA) when new customers connect to the 
gas line. FMA is explained in more detail in §602 Enstar’s tariff (attached to this document). It is also discussed 
in section 11 of the agreement between the City and Enstar which was signed in 2013 (also attached). The 
City will receive FMA payments for ten calendar years following construction. 

Year FMA Payments Year FMA Payments 

2015 $1,302,822 2019 $114,996 

2016 $169,998 2020 $88,006 

2017 $130,242 2021 (to date) $38,961 

2018 $144,120 TOTAL $1,989,145 
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There is not much guidance in the tariff or the City’s contract with Enstar regarding use of FMA. Our agreement 
has the following language: 

The CITY may distribute the refund entitlements, credit the refund against assessments due the CITY 
under the HSAD, make special assessment bond payments (related to financing the HSAD), deposit the 
refund in a fund used as security for said special assessment bonds, or may make such use of the refund 
as it determines to be appropriate (emphasis added). 

To date, the only thing on which the City has spent FMA funds is the payoff of the gas line bond earlier in 2021. 
$1,971,808 of the $2,459,945 payoff came from FMA. 

Additional Natural Gas-Related Appropriations 

Throughout the life of the gas line, the City has put approximately $663,119 from non-gas line-related funds 
into supporting gas line-related purposes. These investments include paying assessments, retrofitting 
facilities, etc. The table below identifies some of the known appropriations. 

Ordinance General Fund Utility Fund Harbor Fund 

Ord. 12-46 $50,165   

Ord 13-19(A)(S) $148,319 $76,461  

Ord 14-07 $34,089   

Ord 14-22(A)  $18,562 $64,708 

Ord 15-21 $68,524  $202,291 

TOTAL $301,097 $95,023 $266,999 

 

Staff Recommendation: Adopt Ordinance 21-63(S)  

Enclosures: 

1. Excerpt of Enstar Tariff (§602) 
2. 2013 Contract with Enstar 
3. Gas Fund 175 Spreadsheet from Finance Department 
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RCA No.4 Second Revision 
Cancelling 

Sheet No. 59 

RECEIVED 
APR 3 0 2018 

First Revision Sheet No. 59 STATE OF ALASKA 
REGULATORY COMMISSION OF ALASKA 

ENSTAR ENSTAR Natural Gas Company -.... 
§602 Extension of Mains 

§602a General 
The Utility will construct the facilities necessary to extend a Gas Distribution Main (a "Main 
Extension") to any location within its certificated area if the Main Extension is economically 
feasible and does not cause an umeasonable added cost burden to be bome by existing 
Customers. With the exception of Feeder Mains described in Section 602f(4) below, each 
Main Extension must be considered individually for economic feasibility. A Main Extension 
may involve one or more Participants. 

§602b Costs to Construct 
The Utility will calculate the costs to construct each Main Extension. These costs are based 
on the facilities necessary to provide service and include Mains, underground service pipes, 
meters, regulators, etc., as well as the engineering and supervision necessary to design and 
construct the facilities to meet all legal and safety requirements (including applicable 
overhead costs). 

§602b(l) Standard Construction Costs 
In calculating the costs to construct a Main Extension, the Utility will use the Standard 
Construction Costs (Sheet 236) applicable for the year of construction. 

On or before May 1 of each year, the Utility will, by tariff advice letter, file the Standard 
Construction Costs applicable for the next calendar year. The Standard Construction 
Costs filed will be calculated by using the actual average cost per foot ofthe construction 
of two-inch Main Extensions for the previous five years subject to a 10% increase C 
limitation over the previous approved cost per foot. For example, if the approved C 
Standard Construction Cost for a given year (Year 1) is $20.00 per foot, and the C 
calculated five year average for the next year (Year 2) is $23.00, the 10% increase C 
limitation would apply and the new revised Standard Construction Cost for the next year C 
(Year 2) would be $22.00. FUliher, when computing the Standard Construction Cost for C 
Year 3, the increase limitation will be based upon the revised Standard Construction Cost C 
for Year 2 of$22.00. C 

Tariff Advice 304-4 Effective: June 14, 2018 

Issued By: ENSTAR Natural Gas Company, A Division ofSEMCO ENERGY, Inc. 
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RCA No.4 Original Sheet No. 60 
RECEIVED 

NOV 22 1999 Cancelling 

Sheet No. State of Alaska 
r-----------------------------------------I Regulatory Commissfon f1t Alask, 

1t,!5TAR ENSTAR Natural Gas Company 

§602b(2) Charges in Excess of Standard Costs 
The Utility may include Charges in Excess of Standard Costs in its calculation of the 
cost to construct a Main Extension for items which are particularly unique to that Main 
Extension and which could cause an undue additional cost burden to be borne by 
existing Customers if only Standard Construction Costs were used. Examples of such 
unique charges would include, but are not limited to, costs for: the construction of river 
or stream crossings; construction in swamp, hard rock, or frozen ground areas; 
construction and permitting in ecologically fragile areas; road bores, open cut crossings, 
asphalt removal and replacement; or, construction in the right-of-way of a limited 
access highway. Charges for th~se items will be based on the Utility's current 
engineering cost estimates. 

§602b(3) Mains in Excess of Two Inches 
If the size of the Main Extension that is required for service is in excess of two inches, 
the cost to construct will be based on the Utility's estimate of actual construction costs. 
If the actual cost of construction is less than the Utility's estimate, then the difference 
will be refunded to the Participant. 

§602b(4) Cost of System Upgrade 
Charges in excess of Standard Construction Costs may include the cost of a system 
upgrade if it is incidentally the result of a potential Customer's (or Participant's) 
addition to the system and the potential . Customer has a load requirement that is not 
comparable to those in the area being served by the facilities requiring upgrade. 

Pursuant to: May 16, 2001 
U-99-93(2) I U-99-94(2) Effective 

----------------
pany, A Division of SEMCO ENERGY, Inc. 

By: Title: Vice President, Rates and Planning 
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RCA No. 4  16th Revision Sheet No. 61 
Cancelling 
15th Revision Sheet No. 61 

ENSTAR Natural Gas Company 

§602b(5) Calculation

For Main Extensions utilizing Standard Construction Costs, the costs to construct a Main 
Extension will be the total of the footage for a two-inch Main necessary to provide 
service multiplied by the applicable Standard Construction Cost plus any Charges in 
Excess of Standard Costs.  For Main Extensions requiring pipe in excess of two inches, 
the costs to construct the Main Extension will be calculated in accordance with Section 
602b(3) above. 

§602c Free Main Allowance

In determining if a Main Extension is economically feasible, the Utility will calculate a Free 
Main Allowance.  This allowance is an estimate of the amount of Main expenditure that can 
be incurred for an “average” Customer of each class without significant adverse effect to the 
existing Customer base. 

§602c(1) Standard Load Allowances

In calculating the Free Main Allowance for a Main Extension, the Utility will use the 
Standard Load Allowances (Sheet 236) applicable for the year of construction.  On or 
before May 1 of each year, the Utility will, by tariff advice letter, file Standard Load 
Allowances and supporting documentation applicable for the next calendar year. The 
Standard Load Allowances will be the actual average embedded plant cost per Customer 
for each Customer class as of the end of the prior calendar year less that prior calendar 
year’s cost per Customer (by class) for meter assemblies and Service Lines.  These per 
Customer costs will be calculated using the methodology accepted by the Commission 
in the Utility’s most recent cost of service study.  For computing average loads the Utility 
will use the following: 

2021 2022 
§602c(1)(a) Average G1 load 143  143  Mcf per year 
§602c(1)(b) Average G2 load 371  373  Mcf per year 
§602c(1)(c) Average G3 load 1,169 1,173 Mcf per year 
§602c(1)(d) Average G4 load 7,370 7,408 Mcf per year 

C 

I 
I 
I 

TA 326-4 Effective:  

Issued By: ENSTAR Natural Gas Company, A Division of SEMCO ENERGY, Inc. 

ENSTAR .. 

June 14, 2021

RECEIVED 
 APR 30 2021 

 
 

STATE OF ALASKA 
REGULATORY COMMISSION OF ALASKA 
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RCA No.4 First Revision

Cancelling

Original

REOEIVEÐ
MAR 2't 2012

næumoflffiffiffio¡nusxE

Sheet No.

Sheet No.

Tariff AdviceNo.22I-4
Effective MAY 14,2012

: ENSTAR Natural Gas ompany, A Division of SEMCO ENERGY,Inc.Issued

By:

ENSTAR Natural Gas GomPanY

5602c(2) Calculation
The Utility will compute a Free Main Allowance for each Participant that is anticipated

to connect directly to and begin taking service (thereby becoming a consuming

Customer) from the proposed Main Extension at the time of construction. The

allowance is the product of the Participant's estimated permanent annual load

multiplied by the applicable Standard Load Allowance in effect.

5602d Evaluation of Economic Feasibility

5602d(I) If the costs to construct a Main Extension as computed in Section 602b

above do not exceed the sum of the Free Main Allowance for all Participants anticipated

to become consuming Customers on the Main Extension at the time of construction, the

Main Extension is considered economically feasible.

5602d(2) If the costs to construct a Main Extension as computed in Section 602b

above exceed the total of the Free Main Allowance for all Participants anticipated to
become consuming Customers on the Main Extension at the time of construction, the

Utility may require an Advance of the cost of the Main Extension above the total of the

Free Main Allowances from the Participants

D
T

Daniel M.

Title: Manager, Rates and Regulatory Affairs
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By: 

Cancelling 

Sheet No. 

ENSTAR ENSTAR Natural Gas Company a.....:. 

State of Atsskii 
Regulatory Commiss4ontri Alatkr 

§602e Main Extension Advances 
Main Extension Advances may be in the fOlm of a Main Extension Deposit or a Main 
Extension Contribution in Aid of Construction. The Utility may require a Contribution in 
Aid of Construction when the estimated total load during the life of the Main Extension is 
insufficient to avoid an undue cost burden on existing Customers. 

§602e(J) Calculation ofInitial Advance 
The initial Main Extension Advance is calculated by taking the excess of the costs to 
construct over the total of the Free Main Allowance for all Participants anticipated to 
become conswning Customers on the Main Extension at the time of construction. This 
is the total Advance required for the entire Main Extension. 

Normally, the total Advance required for the entire Main Extension is divided by the 
total number of Participants. However, the Participants can agree to unequal individual 
Advances, as long as the sum of all of the Advances equals the total Advance required 
for the entire Main Extension. The individual Advances for a Feeder Main are 
calculated as provided in Section 602f( 4) below. 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

ral Gas Compa ,A Division of SEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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State of Atas~ 
Regulitorv Commission of A1a$kt 

a ...... 

§602e(2) Customer Additions 

§602e (2) (a) Any previously paid Main Extension Advances for a completed Main 
Extension, except a Feeder Main, must be recomputed when a new consuming 
Customer who was not a Participant in the Main Extension is added in the calendar 
year of construction and for two full calendar years following. The new consuming 
Customer will become a Participant and will be required to pay, as a Main 
Extension Advance, a prorated share of the original Main Extension Advance. The 
Utility will calculate the new consuming Customer's Free Main Allowance using 
the applicable Standard Load Allowances in effect at the time the new consuming 
Customer joins the system. 

§602e(2)(b) Any new consuming Custom~rs added to the Main Extension after 
two full calendar years following the calendar year of construction will not be 
required to pay a prorated share of the original Main Extension Advance. 

§602e(3) Refunds 

§602e(3) (a) Refunds will be calculated for those Participants who made Main 
Extension Advances except for Feeder Mains, pro rata, equal in total to the amount 
of Advances received from new Participants plus the Free Main Allowance from 
new consuming Customers directly served by the Main Extension during the 
calendar year of its construction and for two full calendar years following. These 
refunds will be calculated and paid by the Utility annually by April 1 based upon the 
prior year's Participant and Customer additions to the Main Extension. 

Pursuant to: 
Effective May 16, 2001 U-99-93(2) I U-99-94(2) 

pany, A Division of SEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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State of AI~ka 
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g.,!STAR ENSTAR Natural Gas Company 

§602e(3) (b) After the two full calendar years following the calendar year of 
construction, refunds will be calculated for those Participants who have Main 
Extension Advances on the Main Extension except for Feeder Mains, prorata, equal 
in total to the amount of the Free Main Allowance for each new consuming 
Customer directly served by the Main Extension until all of the Advance has been 
refunded or until the end of ten full calendar years following the calendar year of 
construction, which ever occurs earlier. These refunds will be calculated and paid by 
the Utility quarterly within one month following the end of the calendar quarter 
based upon the previous calendar quarter's Customer additions to the Main 
Extension. . 

§602e(3) (c) After the end often full calendar years following the calendar year of 
construction: 

§602e(3)(c)(i) For Main Extension Deposits, the entire remaining Advance 
shall be refunded by the fIrst of April of the eleventh year. . 

§602e(3)(c)(ii) For Main Extension Contributions in Aid of Construction, all 
remaining portions of the Advance become non-refundable. 

§602e(3)(d) In no case may the· amount of the refund or the amount totally 
refunded exceed the amount of the original Advance. 

§602e(3) (e) After April First of each year, any Participant with an outstanding 
Main Extension Advance may request a report of Customers added to the Main 
Extension in the preceding calendar year. 

§602e(4) Interest 
The Utility shall not pay interest on Main Extension Advances. 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

---- -----------------------
any, A Division of SEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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§602f Types of Main Extension Advances 
Main Extension Advances generally fall into one of the following general categories. Each 
type can be either a Deposit or a Contribution in Aid of Construction. 

§602f(l) Standard Main Extension Advance 
A standard Main Extension Advance generally involves a group of property owners 
who have joined together to request gas service to their properties without the help of a 
Governmental agency. The costs to construct are calculated in accordance with Section 
602b above and the total Advance is calculated as provided for in Sections 602c through 
602e above. 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

y, A Division of SEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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§602f(2) Developing Subdivisions 
Main Extensions into an area that is being subdivided or developed (a "Developing 
Subdivision") for either residential or commercial construction, which contemplate the 
installation of an integrated system to serve an entire subdivision or a portion of a 
subdivision being developed in stages, will be constructed at the sole discretion of the 
Utility. The agreements for this type of Main Extensions are generally entered into with 
a developer. 

§602f(2) (a) The Utility will calculate the costs to construct in accordance with 
Section 602b above. 

§602f(2)(b) The Utility will calculate any necessary Advances in accordance 
with Sections 602c through 602e above except that: 

Pursuant to: 

§602f(2)(b)(i) The total Advance calculated in accordance with Section 
602e(1) (i.e., for the entire project) shall be paid by the developer. 

§602f(2)(b) (ii) The refunds provided for in Section 602e(3) shall be 
calculated for and paid to the developer. If an additional Customer generates a 
refund of Free Main Allowance only, therefund will be paid on a quarterly basis 
similar to that outlined in Section 602e(3)(b). 

U-99-93(2) I U-99-94(2) Effective May 16, 2001 

any, A Division of SEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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§602f(3) Special Assessment or Local Improvement Districts 
Under AS 29.46, local governmental bodies may fonn a special assessment district, also 
known a local improvement district (LID). The Utility may enter into an agreement 
with a sponsoring government body (SGB) for the purpose of extending natural gas 
service into a LID. 

§602f(3) (a) The Utility will calculate the costs to construct in accordance with 
Section 602b above. 

§602f(3)(b) The Utility will calculate any necessary Advances in accordance with 
Sections 602c through 602e above, except that: 

§602f(3) (b)(i) The total Advance calculated in accordance with Section 
602e(1) (i.e., for the entire project) shall be paid by the SGB. 

§602f(3)(b)(ii) The refunds provided for in Section 602e(3) shall be 
calculated for and paid to the SGB. If a new consuming Customer generates a 
refund of Free MrunAllowance only, the refund will be paid on a quarterly baSis 
similar to that outlined in Section 602e(3)(b). 

§602f(3) (c) The SGB shall pay the Advance within thirty days of receipt of 
notification of completion and an invoice for the Advance from the Utility. Any 
amount of the Advance not paid to the Utility and outstanding after thirty days will 
be subject to interest. 

§602f(3)(d) Annually, the SGB will provide the Utility with a sworn verification 
that refunds made to SGB for the previous year under Section 602e(3) have been 
applied on behalf of the individual Participants in accordance with the SGB's 
ordinances and resolutions that authorized the LID and this Section 602f(3). 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

~ ------------------------
pany, A Division ofSEMCO ENERGY, Inc. 

By: Title: Vice President, Rates and Planning 
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§602f(4) Feeder Mains 
A Feeder Main is a Gas Distribution Main that extends through a sparsely inhabited 
area and links a populated area downstream to the Utility's system supply. It is not 
economically feasible on its own, and in the view of the Utility, would result in an 
inequitable apportionment of costs if the Advance necessary were borne exclusively by 
the Participants directly connecting to the Feeder Main. 

To prevent inequity, the Utility will allocate the Feeder Main Advance to the 
Participants directly connecting to the Feeder Main and to Participants on Main 
Extensions constructed downstream of the Feeder Main. 

§602f(4) (a) The Utility will calculate the costs to construct in accordance with 
Section 602b above. 

§602f(4)(b) The provisions of Section 602e above will generally apply to Feeder 
Main Extension Advances except as provided below: 

§602f(4)(b) (i) The Utility will estimate the number of Participants it expects 
to connect directly to the Feeder Main, and the number of Participants it expects 
on Main Extensions constructed downstream of the Feeder Main in the year of 
construction and for four full calendar years thereafter. 

§602f(4)(b) (ii) The total Advance for the Feeder Main calculated III 

accordance with Section 602e(1) will be divided by the total number of 
estimated Participants determined III Sub-Section 602f(4)(b) (i) above to 
determine the "Feeder Main Component". 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

pany, A Division of SEMCO ENERGY, Inc . 

. Title: Vice President, Rates and Planning 
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§602f(4) (b) (iii) The Feeder Main Component will be collected from each 
Participant who directly connects to the Feeder Main or participates in any Main 
Extension constructed downstream of the Feeder Main who relies upon the 
Feeder Main for gas service until the total Advance is collected. 

§602f(4) (b) (iv) The Feeder Main Component will be a non-refundable 
Contribution in Aid of Construction. There will be no refunds of the Feeder 
Main Component. 

§602f(4) (c) Participants on Main Extensions constructed downstream of the 
Feeder Main will not be required to have a separate Main Extension Agreement for 
the Feeder Main Component. The Feeder Main Component will be separately 
identified and explained in the Agreement for the downstream Main Extension. 

§602f(4)(d) A Developing Subdivision or a Local Improvement District Main 
Extension constructed downstream of the Feeder Main must add to its cost a Feeder 
Main Component for each of the lots or Participants ( as appropriate) involved in 
such Main Extension. 

Pursuant to: 
Effective May 16, 2001 U-99-93(2) I U-99-94(2) 

pany, A Division of SEMCO ENERGY, Inc. 

By: Title: Vice President, Rates and Planning 
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§602g Participant Construction 
The Utility may, at its discretion, allow Participants, or their appointed agents, to perform a 
portion of the trenching and backfilling of a Main Extension. The Utility will establish in 
writing, standards of perfonnance, safety, inspection, insurance and bonding which must be 
complied with prior to commencement and acceptance of any Participant trenching and 
backfilling. 

The Utility will credit the Participant's Main Extension Advance or Contribution in Aid of 
Construction for the amount of work perfonned by the Participant and accepted by the 
Utility. In no case will this credit be in excess of the Utility's estimated cost to trench and 
backfill the extension less the cost of inspection nor will the credit exceed the amount of the 
total Main Extension Deposit or Contribution in Aid of Construction for that given 
extension. 

Failure of a Participant, or the Participant's appointed agent, to comply with the standards 
as set forth by the Utility may result in additional charges by the Utility against the Main 
Extension cost to construct and the Participant's Main Extension Deposit or Contribution in 
Aid of Construction. The Utility is not obligated to accept or provide gas service through 
any facilities that do not meet its construction standards. 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

ny, A Division of SEMCO ENERGY, Inc. 

. Title: Vice President, Rates and Planning 
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RCA No.4 Original Sheet No. 72 

Cancelling 

Sheet No. -----
EN!!iTAR ENSTAR Natural Gas Company a.A.: 

§602h Ownership 

RECEIVED 

NOV 221999 

Statefjj A1~~~ 
fWDulalur,y ,C!lromi,-~ip,tl6f At~k" 

At all times the Utility shall own, operate and maintain all gas distribution facilities up to 
the Point of Delivery regardless of whether the facilities have been constructed using 
Participant supplied trenching and backfilling, Main Extension Deposits, or Contributions 
in Aid of Construction, or were part of a LID. 

§602i Initiation of Line Construction 
No line construction or clearing or right-of-way shall be initiated under this section until all 
required Advances, contributions, Deposits, easements, permits and related documents have 
been received by the Utility, properly signed and executed, except as provided in Section 
602f(3)(c). 

§602j Easements and Rights-of-Way 
The Participant shall grant the Utility specific easements and rights-of-way necessary for a 
proper gas Service Connection to that Participant's location. Failure on the part of the 
Participant to grant such easements and rights-of-way constitutes grounds for the Utility to 
refuse to construct the Main Extension. 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

--- ---------------------------
pany, A Division of SEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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RCA No.4 Original Sheet No. 

Cancelling 

Sheet No. 

'~STAR ENSTAR Natural Gas Company 

§602k Main Extension Agreement 

73 RECEIVED 

NOV 221999 

State oft\le~.~a 
R!)~ulatGfY COJIlJm,llW} i.lf Atas~, 

Each Main Extension requiring payment shall be in writing and shall set forth the amount 
of the Deposit or Contribution required, the tenns and conditions of payment, the terms 
under which refunds will be made and other relevant infonnation. The agreement will also 
provide that a Participant who has made a Deposit may request an annual report of the 
consuming Customers added to the Main Extension. The agreement shall be signed by the 
Utility and by the Participant (or the Participant's authorized representative), or in the case 
of a LID Main Extension, the SGB' s authorized representative. 

§602! Waivers 
In those unusual circumstances where the Utility believes that application of its Gas Main 
Extension policy outlined above will result in,an inequitable apportionment of costs to one 
or more Participants (or its existing Customers), the Utility may modify the application of 
its tariff provision as necessary to remove the inequity by entering into an agreement with 
the Participant(s)and reporting the agreement to the Commission. 

Pursuant to: 
U-99-93(2) I U-99-94(2) Effective May 16, 2001 

--- ------------------------------
any, A Division ofSEMCO ENERGY, Inc. 

Title: Vice President, Rates and Planning 
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City of Homer
GAS - Reconciliation

Thru 6/30/2021

Fund 175 - GAS
Reconciliation

Sources/Uses Dept # 2013 2014 Subtotals 2015 2016 2017 2018 2019 2020 2021
KPB Loan Revenues 375 4524 8,809,368.00     3,550,020.00    12,359,388.00    -                   -                   -                   -                   -                  -                 -                   
Interest Income 375 4801 97.45                3,504.72          282,539.39       355,112.19       257,339.45       227,867.68       164,568.94     127,685.47     70,000.00        estimated
Assessment Revenue 375 4518 -                    4,924,924.04    1,238,321.96    1,296,048.80    889,891.02       929,793.87     808,142.20     502,000.00       unreconciled thru 06/30
FMA Revenue 375 4902 1,971,808.00    
Sub Total (375) 8,809,465.45     3,553,524.72    5,207,463.43    1,593,434.15    1,553,388.25    1,117,758.70    1,094,362.81  935,827.67     2,543,808.00    

Wages 375 5100 (138,224.97)      (47,335.11)       (185,560.08)        (1,547.00)         -                   -                   -                   -                  -                 -                   
Misc Expenses 375 5200 (26,286.55)        (3,463.57)         (29,750.12)          (14,947.36)       -                   -                   (1,351.86)         (1,189.11)        -                 -                   
Professional Fees 375 5210 (5,345.96)          (1,282.05)         (6,628.01)           (8,897.00)         (1,904.68)         (1,979.68)         (1,904.68)         (99,540.92)      (2,349.68)        (25.00)              
Construction/Equip 375 5261 (23,066.33)        (5,832.83)         (28,899.16)          -                   -                  -                 
Payments to Enstar 377 5261 (7,000,000.00)    (5,085,632.00)  (12,085,632.00)   
Debt - Principal 375 5607 (4,094,163.16)  (3,686,458.92)  (502,520.00)     (516,428.08)     (536,818.79)    (559,717.09)    (2,459,945.08)  
Debt - Interest 375 5608 (307,933.49)     (587,127.45)     (313,541.08)     (179,638.12)     (165,730.04)     (145,339.33)    (122,441.03)    (50,681.59)       
Law suit 375 5624 (42,500.00)       -                 
Sub Total (7,192,923.81)    (5,451,479.05)  (12,336,469.37)   (4,749,181.97)  (4,001,904.68)  (684,137.80)     (685,414.66)     (782,888.15)    (684,507.80)    (2,510,651.67)  
Net Assets 1,616,541.64     (1,897,954.33)  458,281.46       (2,408,470.53)  869,250.45       432,344.04       311,474.66     251,319.87     33,156.33        

Beginning Fund Balance -                    1,616,541.64    (281,412.69)     176,868.77       (2,233,601.76)  (1,364,351.31)  (932,007.27)    (620,532.61)    (369,212.74)     
Audit adjustments to fund balance (2,000.00)         
Ending Fund Balance 1,616,541.64     (281,412.69)     176,868.77       (2,233,601.76)  (1,364,351.31)  (932,007.27)     (620,532.61)    (369,212.74)    (336,056.41)     
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Memorandum 

TO:  Mayor Castner and Homer City Council 

FROM:  Rob Dumouchel, City Manager 

DATE:  October 25, 2021  

SUBJECT: Additional Information for Ordinance 21-63 

Legislative History 

Quite a few actions have been taken by past Councils related to the natural gas line, the table below provides a brief 
overview of relevant ordinances. The ordinance numbers are hyperlinked to more information related to each ordinance 
on the City’s website. 

Ordinance # Ordinance Name Fiscal Notes 

12-46 An Ordinance of the City Council of Homer, Alaska, Appropriating 
Funds in the Amount of $50,165 from the General Fund Balance to 
Carry Out the Requirements of Homer City Code Title 17 Entitled 
Improvement Districts and to Implement a Public Information Strategy 
Related to the Proposed Natural Gas Special Assessment District. City 
Manager. 

$50,165 from General Fund 

13-01(A)(S) An Ordinance of the Homer City Council Amending HCC 17.04.190  to 
Provide for Deferral of Special Assessments for Low Income Residents. 
Burgess. 

Approximately 6 parcels 
deferred at this time 
(OCT21) 

13-03(S)(2) An Ordinance of the City Council of Homer, Alaska, Authorizing  the City 
to Issue a Natural Gas Distribution Special Assessment Bond in the 
Principal  Amount of Not to Exceed $12,700,000 to Finance the Design 
and Construction of  Natural Gas Distribution Improvements in the 
City, Fixing  Certain Details of Such Bond  and Authorizing Its Sale; and 
Repealing HCC Chapter 17.08. City Manager. 

Allowed the City to borrow 
up to $12,700,000 

13-09 An Ordinance of the City Council of Homer, Alaska, Appropriating 
Funds and Establishing a Project Budget for Administration and Direct 
Services Provided in Support of the Homer Natural Gas Distribution 
System Special Assessment District.  City Manager. 

Set $539,368 budget for 
administrative and direct 
services to the SAD 

13-19(A)(S) An Ordinance of the City Council of Homer, Alaska, Amending the 2013 
Operating Budget to Provide for Natural Gas Conversions to City 
Buildings by Appropriating $224,780 from Various City Reserve Funds. 
City Manager/Public Works Director. 

$148,319 from general 
reserves (what would be 
CARMA today); $48,461 
from Sewer Reserves; 
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https://www.cityofhomer-ak.gov/ordinance/ordinance-12-46-appropriating-funds-general-fund-public-information-strategy-related
https://www.cityofhomer-ak.gov/ordinance/ordinance-13-01as-code-amendment-provide-deferral-special-assessments-low-income-residents
https://www.cityofhomer-ak.gov/ordinance/ordinance-13-03s2-authorizing-city-issue-natural-gas-distribution-special-assessment-bond
https://www.cityofhomer-ak.gov/ordinance/ordinance-13-09-project-budget-administration-and-direct-services-support-natural-gas
https://www.cityofhomer-ak.gov/ordinance/ordinance-13-19-budget-amendment-provide-natural-gas-conversions-city-buildings


$28,000 from Water 
Reserves 

14-07 An Ordinance of the City Council of Homer, Alaska, Amending the 2014 
Operating Budget by Appropriating $34,089 from the Airport Reserve 
Fund for the Replacement of the Boilers at the Airport Terminal and 
Authorizing the City Manager to Execute All Appropriate Documents. 
City Manager/Public Works Director. 

$34,089 to support 
conversion of the Airport to 
natural gas 

14-22(A) An Ordinance of the City Council of Homer, Alaska Amending the FY 
2014 Operating Budget to Provide for Natural Gas Conversions to City 
Buildings by Appropriating $83,270 from Various City Reserve Funds. 
City Manager/Public Works Director. 

$18,562 from Water 
Reserves; $64,708 from 
Harbor Reserves;  

15-11 An Ordinance of the City Council of Homer, Alaska, Amending Homer 
City Code Section 17.04.100, Subdivision After Levy of Assessments, to 
Provide for Subdivisions of Property Subject to Natural Gas Distribution 
Assessments. City Manager. 

 

15-17(S) An Ordinance of the City Council of Homer, Alaska, Amending 
Ordinance 13-03(S)(2) to Permit the City to Prepay Principal of the 
Natural Gas Distribution Special Assessment Bond Authorized by 
Ordinance 13-02(S)(2), and Authorizing an Amendment to the Loan 
Agreement Between the City and the Kenai Peninsula Borough 
Regarding the Bond. City Manager. 

Added language allowing 
pre-payment of principal 

15-21 An Ordinance of the City Council of Homer, Alaska, Amending the FY 
2015 Operating Budget by Appropriating $277,335.45 to Pay for 
Homer Natural Gas Special Assessment District Assessments of 85 City 
Lots From Various City Reserve Funds. City Manager. 

$3,262.77 from Animal 
Shelter Reserve; $3,262.77 
from City Hall Reserve; 
$32,627.70 from General 
Fund Reserve; $13,051.08 
from Library Reserve; 
$6,525.54 from Park 
Reserve; $1,631.39 from 
Police Reserve; $1,631.39 
from Fire Reserve; 
$6,525.54 from Public 
Works Reserve; 
$202,291.74 from Harbor 
Reserve 

15-27 An Ordinance of the City Council of Homer, Alaska, Providing a 
Procedure for the Council to Consider Whether to Exclude Certain 
Properties From the Homer Natural Gas Distribution Special 
Assessment District. Burgess. 

 

15-38 An Ordinance of the Homer City Council Amending the FY 2015 
Operating Budget by Appropriating $42,500 From the Homer Natural 
Gas Special Assessment District Account for Settlement Costs in the 
Castner vs. City of Homer Court Case Challenging Assessments for 
Condominiums Within the District. City Manager. 

$42,500 lawsuit settlement 

16-03(S) An Ordinance of the City Council of Homer, Alaska Amending 
Ordinance 13-03(S)(2) to State the Actual Principal Amount of, and 
Change the Payment Dates for, the Natural Gas Distribution Special 

Adjusts bond amount to 
$12,359,388 
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https://www.cityofhomer-ak.gov/ordinance/ordinance-14-07-budget-amendment-appropriate-funds-replacement-boilers-airport-terminal
https://www.cityofhomer-ak.gov/ordinance/ordinance-14-22a-budget-amendment-provide-natural-gas-conversion-city-buildings
https://www.cityofhomer-ak.gov/ordinance/ordinance-15-11-amend-hcc-1704100-subdivision-property-subject-natural-gas-distribution
https://www.cityofhomer-ak.gov/ordinance/ordinance-15-17s-amending-ordinance-13-03s2-permit-city-prepay-principal-natural-gas
https://www.cityofhomer-ak.gov/ordinance/ordinance-15-21-budget-amendment-appropriate-funds-homer-natural-gas-special-assessment
https://www.cityofhomer-ak.gov/ordinance/ordinance-15-27-procedure-council-exclude-certain-properties-homer-natural-gas
https://www.cityofhomer-ak.gov/ordinance/ordinance-15-38-appropriating-funds-settlement-costs-castner-vs-city-homer-court-case
https://www.cityofhomer-ak.gov/ordinance/ordinance-16-03s-amend-loan-agreement-borough-natural-gas-assessment-district


Assessment Bond Authorized by Ordinance 13-02, and Authorizing an 
Amendment to the Loan Agreement Between the City and the Kenai 
Peninsula Borough Regarding the Bond. City Manager. 

16-43 An Ordinance of the City Council of Homer, Alaska, Amending 
Ordinance 13-03(S)(2) to Change the Terms for Adjusting the 
Amortization of Principal of the Natural Gas Distribution Special 
Assessment Bond Authorized by Ordinance 13-02, and Authorizing an 
Amendment to the Loan Agreement Between the City and the Kenai 
Peninsula Borough Regarding the Bond. City Manager. 

Provides for the creation of 
a Natural Gas Distribution 
Special Assessment Bond 
Sinking Fund 

16-44(A) An Ordinance of the City Council of Homer, Alaska, Amending Homer 
City Code 17.04.190, Entitled “Deferment of Assessment Payments for 
Low Income Residents,” by Permitting Assessment Deferral Applicants 
to Apply for a Deferral in Any Year an Applicant is Eligible for the 
Deferral Regardless of Whether or Not the Applicant Applied for 
Deferral in the Initial Year of Assessment. City Manager. 

Approximately 6 parcels 
deferred at this time 
(OCT21) 

17-15 An Ordinance of the City Council of Homer, Alaska, Updating and 
Clarifying the Implementation of a Penalty and Interest Structure for 
Special Assessments in the Homer Natural Gas Distribution Special 
Assessment District That Became Delinquent on or After July 1, 2016, 
and Provided Terms for Reinstatement on or After July 1, 2016 of 
Assessments That Became Delinquent Before That Date, and the 
Policies and Procedures for Waiving Penalties on Delinquent Special 
Assessment Payments if They Meet Certain Requirements, and 
Creating an Appeal Process for Waiver Denials to the Board of 
Adjustment. Aderhold. 

Clarifies penalties 

19-56 An Ordinance of the City Council of Homer, Alaska Moving 
Expenditures in the Amount of $92,852.24 Previously Allocated from 
the General Fund Operating Fund to now be Allocated from the Natural 
Gas Line Capital Project Fund for Legal and Travel Related Expenses 
Associated with ENSTAR Tariff Filing 310-4. Mayor. 

$92,852.24 from Gas Line 
Fund 

21-13 An Ordinance of the City Council of Homer, Alaska Appropriating an 
Amount not to Exceed $2,512,000 from the Natural Gas Distribution 
Special Assessment Bond Sinking Fund to Retire the Debt to the Kenai 
Peninsula Borough that was Utilized for the Construction of the Homer 
Natural Gas Distribution Line. Mayor/City Manager. 

$2,512,000 to pay off bond 

 

Natural Gas Distribution Special Assessment District Closeout 

Those properties in the District have until September 1, 2024 to pay off their assessments. Approximately 1,043 of 3,788 
parcels still owe money to the City (approximately $1,288,894 of the original $12,359,388). Staff expects to keep the fund 
open well beyond September 2024 as late payments and deferrals will continue to come in to the City. Ordinance 21-63, 
proposed by the Mayor, doesn’t close the gas line fund. It does however create a mechanism to ensure that we are 
revisiting this account annually to ensure that the City does not build up a balance within the account that is not put to a 
generally beneficial use. 
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Memorandum 21-187 
TO:  Mayor Castner and Homer City Council 

THROUGH:  Rob Dumouchel, City Manager 

FROM:   Elizabeth Walton, Finance Director 

DATE:   October 7, 2021 

SUBJECT:  Natural Gas Fund Supplemental Information 

The purpose of this memo is to provide Council with additional information related to the 
Natural Gas Fund. 

Background: 

On March 8, 2021, Homer City Council adopted Ordinance 21-13, which directed the Finance 
Department to retire the debt obligation with the Kenai Peninsula Borough regarding the 
Natural Gas Line.  Ordinance 21-13 also directed the Finance Department to provide Council 
with a fund financial summary. 

On September 20, 2021, the Finance Department met with Mayor Castner and City Manager 
Dumouchel to discuss the fund financial summary reporting to Council.  The main focus of 
the meeting was to determine the necessary future appropriations and to develop a future 
plan for the fund.  Ordinance 21-63 is the resulting product from this discussion. 

Fund Overview Questions: 

Question 1: What financial activity takes place in the Natural Gas Fund (Fund 175)? 
 

Answer: The Natural Gas Fund was setup to record capital project costs, debt 
obligation costs, Free Main Allowance deposits, and Special Assessment District 
revenues. 

 
Question 2: What is the financial position of the Natural Gas Fund?  When will the fund 
balance turn positive? 
 

Answer: As of 12/31/20, the Gas fund had a negative fund balance of $369,213.  We 
anticipate at least one more calendar year (2 more audits) with a negative fund 
balance due to the prepayment of debt.  Finance recommends not appropriating any 
transfers from this fund until there is sufficient fund balance. 
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Question 3: What funding sources did the City utilize to retire the debt obligation with the 
Kenai Peninsula Borough? 
 

Answer: The primary funding source utilized for the debt retirement was the Free 
Main Allowance (balance as of January 2021 distribution was $1,972,000).  The full 
payoff amount was $2,511,190.83.  A funding gap of $539,190.83 was created in this 
transaction.  This gap was essentially advanced by the City.  This gap and FY 2021 
activity has decreased the fund balance to a negative $336,056 (unaudited).  
Assessment revenue will continue to come in to cover this payment advance. 
 

Question 4: What are the demographics for the Special Assessment District (SAD)? 
 

Answer: There were a total of 3,788 parcels originally assessed in the SAD and 
currently there are 1,043 parcels still owing money.  Of these parcels: 993 are current 
on a payment plan, 50 have never paid, and 137 parcels are in late status.  There are 
2,745 parcels that are paid in full. 
 

Question 5: How was the doubtful amount derived? 
 

Answer: The doubtful amount ($161,188) stated in Ordinance 21-63 was 
approximated by multiplying the 50 parcels that have never paid by the original 
assessment amount.  This value will not be seen in the financial statements, as it is not 
accounting standards to generate an allowance for doubtful accounts for special 
assessment districts.  We are optimistic that this amount won’t be as significant due to 
our ability to collect on assessments when properties are sold.  
 

Question 6: What does proposed Ordinance 21-63 do? 
 

Answer: As written, Ordinance 21-63 directs the Finance Department to wait until the 
fund balance for the Natural Gas Line fund turns positive (paying off all obligations to 
the City).  At this point, the Finance Department is to annually transfer excess funds 
(those above $0) to the General Fund Fund Balance.   
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NATURAL GAS ASSESSMENTS Date: 15-Oct-21

Original 
Receivable 

Amt.
Original
# Parcels

Approximate
Unaudited/

Unreconciled 
Receivable 
7/31/21*

Approximate
Principal 

Outstanding

Approxim
ate

 # Parcels 
Still 

Owing
#Parcels

Never Paid
Amount 

Delinquent*

#Parcels
Delinquen

t

# Parcels
Paid in 

Full
#Parcels

on Pmt. Plan

Approximate
Principal 
Received 

Since Inception
$12,359,388 3788 $1,370,701 $1,288,894 1043 50 $245,943 137 2745 993 $11,070,494

Per Reso 15-17; District began 2015 ends 2024.
Original #s not refactored for condo lawsuit or for any exempting legislature that came after.
Delinquent parcels includes the 50 Never Paid, many only behind one payment and many missing various payments.
50 Never paids include many State properties and a handful of deferred (a few approved this year and some unapplied for currently, but were approved in prior years.

Unaudited/Unreconciled Receivable: General Ledger and Accounts Receivable - January - June 2021 
Outstanding Principal: Amount due on payment plans.
Delinquent: Amount late on payment plan.
Never Paid: Those who have never paid on assessment.

*Includes interest & late fees charged.

Natural Gas Figures - Approximates
Original Receivable Amount - $12,359,388

As of 7/31/21

Principal Received
Since Inception

$11,070,494

Unaudited/Unreconciled
Receivable

$1,370,701
Outstanding

Principal 
$1,288,894

Delinquent
$245,943

On Payment Plan
993

Natural Gas Parcels Report
Original # Parcels - 3,788

as of 7/31/21

Paid in Full:
2,745

Outstanding: 1043
Consists of -
50 - Never Paid
993 - On Payment Plan
(with 87 - Delinquent)
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