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The Government Finance Officers Association of the United States and
Canada (GFOA) presented an Award for Distinguished Budget Presentation

to the City of Fairbanks for its fiscal year beginning January 1, 2016. The
City has received this award since January 1, 2012.

In order to receive this award, a governmental unit must publish a budget
that meets program criteria as a policy document, as an operations guide,
as a financial plan and as a communications medium. The award is valid

for a period of one year. We believe our current budget continues to
conform to program requirements, and we are submitting it to GFOA to

determine its eligibility for another award.
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CITY PROFILE

Government

Fairbanks is a home rule City under the laws of the State of Alaska. Home rule municipalities
in Alaska have a broad range of local autonomy as defined by the City Charter. Since 1995,
Fairbanks is a “Council-Mayor” form of government. Policymaking and legislative authority are
vested in the seven-member City Council, of which the Mayor is a member. The Council is
authorized to adopt ordinances, the budget, and select the City Attorney and City Clerk. The
Mayor is responsible for carrying out the City’s policies and ordinances, overseeing the day-to-
day operations, and supervising department heads. The Council is elected at large on a non-
partisan basis. Council members and the Mayor are elected to three-year terms and cannot
serve more than two consecutive terms.

The City provides a variety of local government services, including police and fire protection,
emergency medical, emergency dispatch, street maintenance, refuse collection, public
improvements, building and fire code enforcement, storm drain management, funding of
economic development, and general administrative services.

Geography

The City of Fairbanks (City) is located in
Alaska’s interior. It is located some 360
road miles north of Anchorage and 120
miles south of the Arctic Circle. The City
has a land area of 33.8 square miles and
a population of approximately 32,325. It
is located within the Fairbanks North
Star Borough (FNSB); a unit of
government analogous to a county with
a land area of 7,361 square miles and a
population of approximately 99,631,
which includes City residents. There are
two major military bases in the area. Fort
Wainwright is an Army base located
within City limits. Eielson Air Force base
is located 23 miles southeast of the City.
The main University of Alaska Fairbanks
(UAF) campus is adjacent to City limits.

History

The City of Fairbanks is the largest city in Alaska’s Interior region, and one of only two
incorporated cities in the Fairbanks North Star Borough. Incorporated in 1903 following
the discovery of gold just 12 miles north of town by Italian immigrant Felix Pedro,
Fairbanks became a hub for the Alaska Gold Rush, and has been nicknamed “The Golden
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Heart City” and “The Golden Heart of Alaska.” Gold mining remains a major component of
local industry, along with mining for oil, gas, and coal. Tourism and education are important
industries as well. The city is home to the University of Alaska’s flagship campus,
established in 1917. Today, Fairbanks is the third-largest city in the state of Alaska.

The City’s website www.fairbanksalaska.us is a valuable tool to use when discovering
Fairbanks. Not only can you pay your garbage bill online, links to financial and budget
information are available. Constituents can view fee schedules, information about street and
snow maintenance, the Code of Ordinances, and the weather. Currently under construction
are departmental web sites to promote transparency in government.

Demographics

Population 2000 2010 2015
City of Fairbanks 30,224 31,535 32,116
Fairbanks North Star Borough 82,840 97,581 99,631

Population by Sex/Age 2000 2010 2015
Male 15,501 16,791 16,713
Female 14,723 14,744 15,403

Under 18 8,900 8,192 8,850
18 & over 21,324 23,343 23,266
Median age 27.6 27.9 30.2

20-24 3,423 4,359 3,724
25-34 5,588 6,035 6,118
35-59 8,591 8,576 8,846
60-84 2,495 3,181 4,194
85 & over 200 298 384

Population by Race 2000 2010 2015
White 66.7% 66.1% 63.4%
African American 11.2% 9.0% 8.9%
Asian 2.7% 3.6% 4.7%
American Indian and Alaska Native 9.9% 10.0% 8.7%
Native Hawaiian and Pacific Islander 0.5% 0.8% 1.7%
Other 2.4% 2.6% 2.2%
Identified by two or more 6.6% 7.9% 10.4%

Household Income 2000 2010 2015
Number of Households 11,075 11,534 11,228
Average Household Size 2.56 2.52 2.67
Median Household Income $40,577 $51,486 $55,229
Persons in Poverty 7.8% 10.1% 13.1%

Education (persons age 25+) 2000 2010 2015
High school graduate or higher 88.9% 89.3% 91.2%
Bachelor's degree or higher 19.4% 18.5% 23.9%

Source: U.S. Bureau of the Census, American FactFinder, census.gov
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Economy

The City of Fairbanks economy follows the economy of the surrounding FNSB and the State of
Alaska (State). In addition, two military bases help sustain our community.

The University of Alaska Fairbanks campus is located to the west of the City’s boundaries.
Enrollment at the University exceeds 9,870 students. The University employs over 3,000
people. The Fort Knox Gold Mine, located about 20 miles northeast of the City, is one of the
world’s largest open pit mines. The mine produces about 401,553 ounces of gold annually.
Fort Wainwright, a U.S. Army installation, is situated within City limits employs 12,000 people.
Eielson Air Force Base is approximately 23 miles southeast of the City employs 4,000 people
of which 25% live in the City of Fairbanks. Fairbanks Memorial Hospital is another primary
employer that employs over 1,000 employees.

The total (estimated) net taxable value of commercial and residential property increased in
2016 to $2,656,332,566 from $2,605,057,076 in 2015. This increase (1.9%) is primarily due to
new construction. Other important statistical information is as follows:

Unemployment 2000 2010 2015
Fairbanks North Star Borough/Fairbanks MSA 6.0% 6.7% 5.4%

Employment 2000 2010 2015
Total Nonfarm Employment 34,600 38,800 38,600

Mining and Logging 1,000 600 800
Construction 2,000 3,200 3,200
Manufacturing 500 600 600
Trade/Transportation/Utilities 7,100 7,700 7,900
Information 600 500 500
Financial Activities 1,200 1,400 1,200
Professional & Business Services 2,100 2,400 2,300
Education & Health Services 3,900 4,900 5,300
Leisure & Hospitality 3,700 4,100 4,300
Other Services 1,950 1,200 1,200
Government 11,200 12,300 11,300

Housing 2000 2010 2015
Real Estate

Single Family Houses Sold 223 269 217
Single Family Houses Average Price $127,862 $207,407 $223,312

Rentals
Rental Units Advertised 415 522 505
Average Rent (2 bedroom apartment) $710 $1,102 $1,128

Construction
New Structures 38 461 250

Bankruptcies 2000 2010 2015
Business 3 0 1
Non-Business 38 33 14

Banking 2000 2010 2015
Total Bank Deposits (millions) $543.0 $949.2 $978.5
Total Bank Loans (millions) $347.1 $676.0 $683.1

Source: FNSB Community Research Quarterly
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LONG-RANGE FINANCIAL PLAN

Long-range financial planning (LRFP) provides a “road map” for where the City wants to go
financially and how it plans to get there, by combining financial forecasting with financial
strategizing. LRFP is influenced by local and state government economies. Currently the State
of Alaska (State) is in dire financial condition due to low oil prices, low mineral prices, and low
fish prices. The State Legislature is currently trying to bridge a $3.5 billion dollar deficit. Items
being considered include implementing a State income tax, restructuring the Alaska
Permanent Fund Dividend program, removing or altering the oil tax-credit program, and cutting
State expenditures across the board.

Locally, the State budget cuts will severely alter the operations at the University of Alaska
campus. Hundreds of jobs are on the line and research activities may stop. Student programs
will be assessed and restructured. Only essential student related programs will remain. Other
State services may be passed on to the City and FNSB to provide. The effect of this transition
could cause new service fees and increased property taxes.

At the City, we rely on the State of Alaska to provide revenue sharing proceeds, administration,
and on-behalf funding of the Public Employees Retirement System (PERS). The Community
Revenue Sharing Program annually provides communities with funds vital to the delivery of
basic public services. The population formula based funds may be used at the discretion of the
community. In the 2017 budget, revenue sharing receipts will decrease from $1 million to
$800,000. Future receipts of revenue sharing are scheduled to disappear completely in 2018.
The City of Fairbanks, and other communities across the state, are currently lobbying the
Legislature to reinstate revenue sharing fund balance to the original $60 million established.

About half of City employees participate in PERS. Every year local governments contribute
22% of participant gross wages to the pension system. In addition, the State contributes funds
on-behalf of the local governments to meet the actuarially required levels. Some years, the
local contributions and the State on-behalf contribution have exceeded 44% of gross wages.
Currently the State Legislatures are considering raising the City share of contribution. For each
percentage point increase, at current payroll levels, the City will incur $100,000 more in
pension expenditures. The City Mayor and Council, as well as all other local governments, are
lobbying State Legislatures to maintain the 22% PERS contribution rate.

Interior Alaska is strategically located for Military activities. We have the largest available air
space in the country and military jets can fly to any location in the world in just a matter of
hours. The military bases in the Fairbanks area are providing substantial positive stimuli to the
City’s economic future. During 2015, a twenty Apache Helicopter Battalion was established at
Fort Wainwright Army Base; One of only 20 in the US Army and the first ever equipped with
skis. In 2017 the base will receive the Gray Eagle Drone project which includes nine drones at
$37 million each. The Apache Helicopters and Gray Eagle project will bring over 500 military
personnel plus dependents to Fairbanks. In addition, a $48 million hangar will be constructed.
The total direct and induced income for the Gray Eagle project alone is estimated at $5 million
annually.
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MISSION
The City of Fairbanks mission is to provide essential services that
increase the desirability of the City as a place to live, work, visit, and

thrive.

VISION
The City of Fairbanks’ vision is to showcase the uniqueness of

Fairbanks while acknowledging our past, present, and future.

PRIORITIES

Customers/Stakeholders
[citizens we serve]

Financial Stewardship
[taking care of resources]

Internal Operations
[how we do the work]

Learning & Growth
[how we develop our people]
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Objectives Performance Measures Department Budget Impact

Property crime closure rate Police General Fund

911 calls answered 10 seconds or
less

Dispatch General Fund

911 calls answered greater than 20
seconds

Dispatch General Fund

EMS enroute to emergency within
60 seconds

Fire General Fund

EMS arrive on scene within 480
seconds

Fire General Fund

Fire department enroute to
emergency within 80 seconds

Fire General Fund

Fire department arrive on scene
within 240 seconds

Fire General Fund

Customer complaints addressed
within 48 hours

Public Works General Fund

Average days of engineering plan
review

Engineering General Fund

Average days of commercial plan
review

Building General Fund

Average days to issue permit Building General Fund

Results of perception survey Mayor (PIO) General Fund

Partnerships to address emergent
community issues

Mayor General Fund

Voter turnout Clerks General Fund

Increase exposure on FPD
Facebook page

Police General Fund

Goal 1: The City of Fairbanks will provide efficient, quality services to our citizens, businesses, and visitors.
[Customers/Stakeholders]

To improve customer service by
reducing response time.

To improve public perception through
community engagement and
interagency collaboration.



- 29 -

Objectives Performance Measures Department Budget Impact

Delinquent revenue accounts Finance General Fund

Bed tax funds used for general
operations

General General Fund

Agencies using City dispatching
services

Dispatch General Fund

Indirect cost recovery Engineering General Fund

New construction permits from prior
year (project amount)

Building General Fund

Grants as revenue source Finance General Fund

Local agencies receiving bed tax
funds to increase tourism and

economic development
General General Fund

Engineering design projects Engineering Grant Fund

Engineering construction projects Engineering Grant Fund

Objectives Performance Measures Department Budget Impact

Employee participation in climate
survey

Mayor General Fund

Policies updated in past year Mayor General Fund

Implementation of Intranet IT General Fund

Customers using on-line payment
system

Finance General Fund

IT service tickets per employees
ratio

IT General Fund

Reports by citizens using P2C over
prior year

Police General Fund

Safety trainings Mayor (Risk) General Fund

Safety incidents Mayor (Risk) General Fund

Lost work days Mayor (Risk) General Fund

Recordable accident frequency rate Mayor (Risk) General Fund

Goal 2: The City of Fairbanks will have a strong, diverse, and viable local economy. [Financial Stewardship]

Goal 3: The City of Fairbanks will have a sustainable capacity across the organization to provide high quality
services. [Internal Operations]

To increase city generated revenue by
developing innovative revenue and cost
recovery strategies.

To improve economic diversity by
implementing strategies that facilitates
the development and investment in the
community.

To improve communications between
all levels of the organization.

To improve use of technology to
improve productivity and efficiencies.

To improve safety and security by
providing a positive workplace that
supports the health of its employees.
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Part of the strategic alignment is regular reporting and performance assessment of strategic
objectives. Regular progress reports provided by department leaders help the management
team focus resources and effort toward underperforming activities, as well as help to identify
continuous improvement opportunities at the City. Each Departmental Budget contains
performance measurements. The following page shows how all goals and objectives are
interrelated to achieve the mission.

Objectives Performance Measures Department Budget Impact

Retention rates Mayor (HR) General Fund

Employees with health benefits to
total employee compensation under

9.5%
Mayor (HR) General Fund

Results of employee climate survey Mayor (HR) General Fund

Employees current in annual
required trainings

Mayor (HR) General Fund

Equipment upgraded General Capital Fund

New officers successfully
completing field training and working

in a solo capacity
Police General Fund

Number of emergency requests that
FFD had no resources to respond

Fire General Fund

Construction projects completed on
schedule

Engineering
Grant or Capital

Fund

Employees with current annual
review

Mayor (HR) General Fund

EEO metrics (% deviation from City
profile)

Mayor (HR) General Fund

Findings in annual audit Finance General Fund

High officer productivity ratio Police General Fund

Employees with current collective
bargaining agreements

Attorney General Fund

Grievances without arbitration Attorney General Fund

To increase employee engagement and
satisfaction to retain qualified staff.

To improve workforce capacity to
ensure delivery of services.

To improve workforce accountability by
generating a higher work performance.

To improve bargaining agreement
equity to attract and retain highly skilled
staff in all departments within the city.

Goal 4: The City of Fairbanks will hire and maintain a qualified work force. [Learning & Growing]
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FINANCIAL
STRUCTURE
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FINANCIAL POLICIES

Generally, current Council actions are not allowed to tie the hands of future Council members.
For that reason, significant measures to ensure the long-term finances of the City are
determined by the vote of the citizens and are enacted into Charter. Below is a list of financial
policies that guide budget development. The significance of the policies are noted as Charter
(most significant), City Code, (ordinances adopted by the City Council), or internal (not formally
mandated).

Financial Policies

Balanced Budget Definition: City Code section 2-651 defines a balanced budget as one
where current expenditures are covered by current revenues. Current revenues are
further defined to include General Fund balance accumulated in prior years subject to the
fund balance limitations described under Reserve Policies. The City has a balanced
budget.

Budget Adoption: City Charter section 5.2 requires the Mayor to prepare and submit a
balanced annual budget estimate to the City Council by November 1st of each year. The
City Council may amend the budget estimate at any time prior to adoption. The final
budget adopted shall be a balanced budget. Code Section 5.5 states that the Council
shall adopt the budget and make the appropriation by ordinance no later than the 15th
day of December. Failing adoption, the budget estimate as submitted or amended shall
go into effect and be deemed to have been adopted by the council and the proposed
expenditures therein shall become the appropriations for the next fiscal year.

Budget Amendment: City Charter section 5.6 states that the budget may be amended by
the Council at any time after adoption provided no such amendment shall be made until
after a public hearing upon the same notice as required for the budget estimate under
section 5.4. The substance of the proposed amendment or amendments shall be
published with the notice of hearing.

Permanent Fund transfers: City Charter section 8.8(b) and Code section 2-260(j)
provides that the City Council, in any fiscal year, may only appropriate an amount not to
exceed four percent of the five-year average fund market value, to be computed using
the five prior year's year-end audited market value, for City operations (General Fund),
and an additional one-half percent solely for capital needs (Capital Fund).

Transfer of Fund Balance: (Internal) After year-end, the Council amends the budget
ordinance to transfer excess unassigned general fund balance to the permanent and
capital funds. This action helps increase sustainability in the permanent fund annual
distribution (4% of 5-year market value transferred to GF for operations annually), and
provides additional funding of City capital needs. After the transfer is complete,
sufficient unassigned general fund balance remains to fund current year operations and
unexpected events.
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Internal Controls: (Internal) Financial systems will maintain internal controls to monitor
revenues, expenditures, and program performance on an ongoing basis.

Revenue Policies

Property Taxation: According to Charter section 6.5, the amount of tax that can be levied
shall not exceed the total amount approved by the City Council for the preceding year by
more than the Anchorage CPI from the preceding year, with limited adjustments. Of the
total amount of taxes that can be collected, property taxes are limited by a maximum mill
levy of 4.9 mills. Any new or additional sales tax levied, other than hotel/motel, alcohol,
and tobacco, must be approved by the voters in a general election. Section 6.5(A) of the
Fairbanks Code of Ordinance regulates the revenue generation of these taxes by
stating “Except as provided in this section, the total amount of municipal tax that can be
levied during a fiscal year shall not exceed the total amount approved by the City
council for the preceding year by more than a percentage determined by adding the
percentage increase in the Federal Consumer Price Index for Anchorage from the
preceding fiscal year. Of the total amount of taxes that can be collected, property taxes
are limited by a maximum mill levy of 4.9 mills subject to Charter Section 6.5(B). Any
new or additional sales tax levied, other than hotel/motel, alcohol, and tobacco, must be
approved by the voters in a general election.“ Section 6.5(B) lists exemptions from
6.5(A) including new construction, payment to secure bonds, taxes to fund additional
services as approved by voters, funding of judgments, and special appropriations
necessary on an emergency basis to fund unavoidable expenses insuring the public
peace, health, or safety. Section 6.5(C) states “Increases in the hotel/motel tax levied by
the City above the 1999 level shall be exempt from the application of Section 6.5.”

Other Fees: Various City Code sections refer to a schedule of fees. The Council
establishes fees for services, licenses and permits, fines forfeitures and penalties, rents
and other revenues. A link to the City of Fairbanks Fee Schedule is available on the City
website at www.fairbanksalaska.us. Revenue sources are closely monitored by Finance
and the Administration. Trends and unexpected variances are presented to the Finance
Committee for review. Recommended changes are forwarded to the Council for approval.

Expenditure Policies

Expenditure Policies: Charter section 8.1 states that the Council shall prescribe by
ordinance the procedures for the purchase, sale and interdepartmental transfer of
property. Such ordinance shall contain a provision for centralized purchasing and for
competitive bidding for purchases exceeding an amount to be fixed by general ordinance.
Uniform exceptions for the requirement of competitive bidding may be prescribed by the
ordinance.

City Code Section 54-1 through section 54-349 contains comprehensive rules relating to
procurement. The following is a synopsis of some of the highlights. Centralized
purchasing is provided under the direction of the purchasing agent. After a competitive
sealed bid process, the purchasing agent may award contracts with identifiable
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generally accepted accounting principles (GAAP) and standards of the Governmental
Accounting Standards Board (GASB) and the Government Finance Officers Association
(GFOA).

Audit requirement: City Charter section 8.7 and City Code section 2.262 requires an
independent audit to be completed annually and presented to the City Council within one-
hundred and eighty days after the end of the fiscal year. The annual audit of the
Comprehensive Annual Financial Report shall be made public.

Certificate of Achievement for Excellence in Financial Reporting Program: (Internal) After
the audit is complete the City's CAFR will be submitted to the GFOA Certificate of
Achievement for Excellence in Financial Reporting Program. The financial report should
be in conformity with GAAP, demonstrate compliance with finance related legal and
contractual provisions, disclose thoroughness and detail sufficiency, and minimize
ambiguities and potentials for misleading inference. The audit opinion will be included
with the City's CAFR.

Distinguished Budget Awards Program: (Internal) The City's budget will be submitted to
the GFOA Distinguished Budget Presentation Program for each fiscal year. The budget
should satisfy criteria as a financial and programmatic policy document, a comprehensive
financial plan, an operations guide for all organizational units and a communications
device for all significant budgetary issues, trends, and resource choices.

Fiscal Monitoring: (Internal) Year-to-date budget to actual reports on revenues and
expenditures will be presented to the Finance Committee (comprised of all Council
Members, the Mayor, the Chief Financial Officer, the Controller, and a member from the
public) periodically throughout the year.

Business License and Sales Tax Audits: (internal) An outside contractor will be engaged
to audit business revenues for compliance with City Code sections14 and 74.

Investment Policies

Investment policies: City Code section 2-679 states the City’s investment policy for all
funds is to apply the prudent-person (investor) rule: The City Council, Permanent Fund
Review Board, City staff, investment managers, and bank custodians shall exercise the
judgment and care under the circumstances then prevailing which an investor of
ordinary prudence, discretion and intelligence exercises in the management of large
investments entrusted to it, not in regard to speculation, but in regard to the long-term
investment of funds considering the probable safety of capital as well as probable
income to be derived.

City Code sections 2-676 through 2-688 further define the application of investments,
the objective of investments, delegation of authority, prudence, responsibility,
monitoring and adjusting the portfolio, internal controls, instruments permitted for
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investments, competitive selection of investment instruments, qualified institutions,
safekeeping and collateralization, reporting requirements, and authorized deposits.

Debt Policies

Limitation on bonded indebtedness: Charter section 7.3 mandates the total amount of
General Obligation Bonds issued and outstanding at any one time shall not exceed 15
percent of the average assessed value of the property subject to taxation by the City as of
the first day of January. In any one year, such average assessed value shall be
determined by adding the assessed valuations for the last three preceding years and
dividing by three. Bonds in excess of said limit may be issued if 65 percent of the qualified
voters at the referendum thereon vote in favor of said issue.

Authority to issue bonds: In accordance with Charter section 7.4, general obligation and
revenue bonds must be approved by a vote of the citizens prior to issuance. By Council
ordinance, refunding bonds may be issued in a greater principal amount than the
outstanding bonds to be refunded in order to effect a saving by the City in the total
principal and interest to be paid on the debt to be refunded. Industrial bonds may be
issued provided that the borrowing is not repayable from taxes levied upon taxable real
and personal property by and approved by Council ordinance.

Capital Fund Budget Policies

Capitalization Policy: (Internal) The City defines capital assets as assets with an initial,
individual cost of more than $5,000 for machinery and equipment, $1,000,000 for
buildings and infrastructure, and an estimated useful life of greater than one year. The
costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. Donated capital assets are recorded at
estimated fair market value at the date of acquisition.

Infrastructure is depreciated using the straight-line method over the useful lives of the
assets. Other capital assets are depreciated using the straight-line method over the
useful lives of the assets. Below is a table of useful life (in years) for the different
classes of assets:

Asset Class Life in years
Buildings 50
Furniture and Equipment 5-20
Software 3
Infrastructure 30

Garbage Collection: City Code section 66-42(b) requires 12 percent of garbage
collection revenue to be used to replace City equipment. In 2017, $227,509 is budgeted
in Other Financing Sources (Uses) in the Capital fund.
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Ambulance Mileage: City Code section 26-111 indicates that amount collected for
mileage (related to emergency medical services) shall be placed in the capital
appropriations fund. The General Fund collects the money and subsequently transfers
the amounts to the Capital Fund. In 2017, $63,960 is budgeted in Other Financing
Sources (Uses) in the Capital fund.

Section 8.9 of the Charter requires that all funds appropriated to the Capital fund remain
in the capital fund only to be expended on capital projects as approved by the City
Council.
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FUND STRUCTURE

All Funds

The accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, liabilities, fund balances, revenues, and
expenditures. Proprietary (Enterprise) and similar trust funds use the revenue, expenses, and
equity accounts similar to businesses in the private sector.

The City has the following funds:

Fund Fund Type Description
CAFR
Major

Included in
Budget

Appropriation
Included
in CAFR

General Governmental

Accounts for resources traditionally
associated with government which are
not required legally or by sound financial
matters to be accounted for in another
fund. Yes Yes Yes

Permanent Governmental

Accounts for investment activities that
generate income to transfer to the
general fund and capital fund. Yes No* Yes

Grants &
Contracts Governmental

Accounts for receipts and expenditures of
grants and contracts, which provide for
operations, equipment and capital
activities. Yes No Yes

Capital Governmental
Accounts for funds appropriated for
capital use. No Yes Yes

Risk Governmental
Accounts for claims, new judgments, and
mitigation insurance. No No Yes

Asset
Forfeiture Governmental

Accounts for forfeiture receipts under the
United States Department of Justice
Asset Forfeiture Program. No No Yes

Fairbanks
Transportation
Center Enterprise

Accounts for provisions of parking spaces
in the downtown area. No No Yes

Municipal Utility
System Enterprise

Accounts for receipts from the rental of
the remaining assets of the former
Municipal Utilities System which was
sold in phases in 1997 and 1998. No No Yes

*The estimated portion of revenue to be transferred from the permanent fund to the general
and capital funds is included in the Other Financing Sources (Uses) revenue section.
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FINANCIAL BASIS

Basis of Accounting

For financial reporting purposes Governmental Funds use the modified basis of accounting,
under which revenues considered to be both measurable and available for funding current
appropriations are recognized when earned. All other revenues are recognized when received
in cash, except that revenues received in advance arereported as unearned. Expenditures are
recorded at the time liabilities are incurred, except for accumulated annual leave which is
treated as expenditure when paid. Enterprise Funds use the accrual basis of accounting under
which revenues are recognized when earned, and expenses are recorded when liabilities are
incurred. There are no Enterprise Funds subject to budget appropriation.

Budgetary Basis of Accounting

The annual budget is the foundation for the City’s financial planning and control. Budgets for
the General and Capital Funds are adopted on an annual basis and are consistent with GAAP
except that encumbrances are treated as budgeted expenditures in the year of incurrence of the
commitment to purchase. The City uses modified accrual accounting for both budget and
financial reporting. Budgetary comparisons presented in this report are on this budgetary basis.
All annual appropriations lapse at year-end to the extent that they have not been expended or
encumbered.

Budget Timeline, Preparation, Adoption, and Enactment

General Fund expenditures are budgeted at the department level. There are three distinct
expenditure classifications: salaries and benefits, supplies and services, and equipment
replacement. In addition, there are expenditure classifications for repair, maintenance or other
specially classified expenditures based upon the character of the Department functions.
General Fund budget narratives are submitted by Department Heads and are not changed
when the Mayor recommends and Council approves different levels of funding. The changes
occurring between the different phases of the budget process can easily be identified under
the column total headings “Request, Proposed, Approved” in the departmental budget.

Capital Fund expenditures are also budgeted at the department level but have unique titles
based on the nature of the capital project (equipment, road maintenance, property
replacement).
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BUDGET PROCESS

Overview

The City of Fairbanks operates on a calendar year fiscal cycle. The Budget Process Calendar
below is a useful tool for reference throughout the budget process. There are three distinct
phases in the adoption of the annual budget estimate. In the first phase, City departments
submit their expenditure requests to the Mayor. In the second phase, the Mayor submits
recommended budgets for revenue and expenditures to the Council, and in the third phase the
Council reviews, amends, and adopts the budget. Please see Appendix A [Page 91] for the
Budget Ordinance.

Calendar

Process

Every September, the Finance Department sends a budget template to each Department
Head. The Department Heads have the discretion to propose changes for the following year.
The Chief Financial Officer (CFO) determines the impact of the proposed changes and makes
recommendations to the Department Head and Mayor.

During the first three weeks of October, the Mayor meets with each Department Head and
CFO to review the requested budget. After each meeting, the CFO prepares a recommended
budget which reflects any changes the Mayor proposes.

September
2016

•Finance submits budget templates to Departments.
•Department Head submits budget request to Finance.

October
2016

•Mayor review proposed budgets with Department Head and Finance.
•Finance prepares the Mayor's Recommended budget.
•Mayor's recommended budget is published by October 31.

November
2016

•Council reviews the Mayor's recommended budget with Public, Mayor, Department Head,
and Finance.

•Finance prepares the budget ordinance for Council approval.

December
2016

•City Clerk advertises the proposed budget ordinance for first reading and public hearing.
•Council passes the budget ordinance after second reading and final public comments by
December 15.

January
2017

•Budget approved for the current calendar year.
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The final Mayor’s recommended budget is published on the City’s website at
www.fairbanksalaska.us and, as required by City Charter, submitted in writing to the City
Council prior to November 1st.

Throughout November and December, the City Council holds public meetings to discuss the
budget. These meetings are held in accordance with Alaska's Open Meetings Act (AS
44.62.310). The intent of public meetings is to hear all opinions on all issues and ensure public
control over the government that the public created. Public meetings are the means by which a
person or group can be informed, express opinions, exercise choice, and affect outcomes. In
order for this to occur the governing body must provide reasonable notice of its meetings, the
governing body must hold the meetings as provided in the notice, and the public must be given
an opportunity to provide input.

During these meetings the Department Heads are free to present their budget requests and
why they differ from what the Mayor recommends. Council Members ask many questions and
make inquiries to Finance. After each section of the budget has been carefully reviewed, and
amended by Council, a budget ordinance is drafted. The ordinance is presented for first
reading at a general Council Meeting, normally the last meeting in November. Ordinances
require two readings at two different Council Meetings before passage.

The Council’s consideration of the budget ordinance is open to public comment. At the
beginning of every Council meeting, individuals from the public are afforded five minutes to
make comments. When resolutions, ordinances, and other items of agenda are introduced
during the meeting, individuals from the public are again afforded five minutes to make
comments and ask questions pertaining to the specific subject.

During consideration of the budget ordinance, Council Members may propose changes. After
much discussion, the Council will vote specifically on every change proposed. When all
changes have been determined a full vote on the budget ordinance will be called. In
accordance to City Code, the City Council must formally adopt an ordinance approving the
budget estimate by December 15th.

Once the budget is approved, the CFO and Controller enter the amounts into the municipal
software program. The program has controls and safeguards that prevent overspending at the
object account level. All expenditures anticipated must go through the purchase requisition and
approval process. Purchase requisitions can only be made for amounts that do not exceed the
available budget.

Budget Amendment

Intra-department line item budget transfers are allowed to other non-personnel (wages &
benefits) accounts within the department. The requested intra-budget transfers are
documented on a form and must be signed for approval by the Department Head, CFO, and
Mayor. For example, if a department discovers they do not have enough funds budgeted in
office supplies they can fill out a form requesting to transfer a portion of the budgeted funds
from dues and publications to office supplies. They cannot request transfers to wages and
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benefits from office supplies. Net intra-department transfers must not result in an increase or
decrease to the overall department budget. Once approvals are done, either the CFO or
Controller makes the budget transfer.

All changes to revenue budgets, department total budgets, increases to personnel budgets,
and budget transfers between departments, are done through a formal ordinance amending
the budget. An amended budget ordinance is introduced to the Finance Committee at a public
meeting. Department Heads, community organizations, and the general public may comment
on the proposed changes. The amended budget ordinance is moved on to the next Council
Meeting for consideration. Subsequently it will be advanced to a second Council Meeting for
formal approval or rejection.

The revenue budget is constantly monitored by Finance and the Mayor. If expected receipts
yield significantly different results, the change is included in the ordinance amending the
budget. Property and sales tax revenues are adjusted to match receipts. Fee changes
approved by the Council are included, and new intergovernmental revenues are added. There
are generally three or four budget amendment ordinances each year. By the end of the budget
year there should not be any significant differences between the revenue and expenditure
budgets and the actual results achieved.
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CITY OF FAIRBANKS, ALASKA
Consolidated General and Capital Fund Budget
January 1, 2017 through December 31, 2017

General Fund Capital Fund
Total 2017

Approved Budget

Taxes $ 20,066,409 - 20,066,409$
Charges for services 4,966,012 - 4,966,012
Intergovernmental 3,702,349 - 3,702,349
Licenses and permits 1,609,092 - 1,609,092
Fines and forfeitures 595,515 - 595,515
Interest and penalties 98,600 - 98,600
Other revenues 347,234 - 347,234
Asset replacement and repair - 1,135,648 1,135,648

Total revenues 31,385,211 1,135,648 32,520,859

Expenditures
General Government 10,364,671 918,007 11,282,678
Public Safety 15,779,351 235,000 16,014,351
Public Works 8,363,860 219,307 8,583,167
Buildings 684,732 - 684,732

Total expenditures 35,192,614 1,372,314 36,564,928

Transfers in 4,682,448 1,011,565 5,694,013
Transfers out (491,469) - (491,469)

4,190,979 1,011,565 5,202,544

Net change in fund balances 383,576 774,899 1,158,475

Fund Balance - beginning 10,191,522 3,760,839 13,952,361

Fund Balance - ending 10,575,098$ 4,535,738$ 15,110,836$

Percentage Change in Fund Balance 4% 17% 8%

Explanation of Changes in Fund Balance:

Total other financing sources (uses)

Other financing sources (uses)

Revenue

The General fund balance increased due to decreases in department transfers to the capital fund. The
Capital fund balance increased due to fewer budgeted capital expenditures in 2017.
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CITY OF FAIRBANKS, ALASKA

Four Year Consolidated General Fund Financial Schedule; Major Fund1

2014 Audited
Actuals

2015 Audited
Actuals

2016 Amended
Budget

2017 Approved
Budget

Taxes 20,150,036$ 20,992,265$ 21,346,128$ 20,066,409$
Charges for services 4,632,461 5,147,122 4,644,176 4,966,012
Intergovernmental 5,957,602 4,628,621 3,154,400 3,702,349
Licenses and permits 1,612,546 2,263,001 1,904,462 1,609,092
Fines and forfeitures 895,919 672,646 589,875 595,515
Interest and penalties 122,993 156,746 126,250 98,600
Other revenues 423,198 408,328 376,190 347,234

Total revenues 33,794,755 34,268,729 32,141,481 31,385,211

Expenditures
General Government 11,600,958 11,278,318 11,920,101 10,364,671
Public Safety 15,159,485 15,172,742 15,443,258 15,779,351
Public Works 7,639,960 7,840,910 8,421,253 8,363,860
Buildings 636,884 666,241 697,394 684,732

Total expenditures 35,037,287 34,958,211 36,482,006 35,192,614

Transfers in 4,138,209 4,358,440 4,469,551 4,682,448
Transfers out (4,805,472) (1,774,198) (3,192,509) (491,469)

(667,263) 2,584,242 1,277,042 4,190,979

Net change in fund balances (1,909,795) 1,894,760 (3,063,483) 383,576

Fund Balance - beginning 13,270,040 11,360,245 13,255,005 10,191,522

Fund Balance - ending 11,360,245$ 13,255,005$ 10,191,522$ 10,575,098$

Percent Change in Fund Balance -17% 14% -30% 4%

Explanation of Changes in Fund Balance:

Revenue

Other financing sources (uses)

Total other financing sources
(uses)

The 2014 and 2016 decrease in fund balance is due to a transfer from the general fund to the capital fund and
permanent fund. In 2014, $3,000,000 was transferred to the permanent fund and $1,000,000 was transferred to the
capital fund. In 2015, departmental expenditures were less than anticipated due to salary savings from vacant
positions. In 2016, $2,200,000 was transferred to the capital fund and $500,000 was transferred to the permanent
fund. These transfers were offset by decreases in departmental spending.

1The general fund is the only major governmental fund subject to legal appropriation during the annual budget
process.
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CITY OF FAIRBANKS, ALASKA

Four Year Consolidated Capital Fund Financial Schedule; Non-major Fund1

2014 Audited
Actuals

2015 Audited
Actuals

2016 Amended
Budget

2017 Approved
Budget

Asset replacement and repair 1,025,000$ 1,276,500$ 2,726,086$ 1,135,648$

Total revenues 1,025,000 1,276,500 2,726,086 1,135,648

Expenditures
General Government 553,377 2,452,581 3,843,894 918,007
Public Safety 805,814 949,650 1,008,636 235,000
Public Works 1,324,491 3,609,090 2,661,226 219,307
Buildings - - - -

Total expenditures 2,683,682 7,011,321 7,513,756 1,372,314

Transfers in 2,284,759 2,167,518 5,480,971 1,011,565
Transfers out - - - -

2,284,759 2,167,518 5,480,971 1,011,565

Net change in fund balances 626,077 (3,567,303) 693,301 774,899

Fund Balance - beginning 6,008,764 6,634,841 3,067,538 3,760,839

Fund Balance - ending 6,634,841$ 3,067,538$ 3,760,839$ 4,535,738$

Percentage Change in Fund Balance 9% -116% 18% 17%

Explanation of Changes in Fund Balance:

Revenue

Other financing sources (uses)

Total other financing sources (uses)

1The capital fund is the only non-major governmental fund subject to legal appropriation during the annual budget
process.

The increases in fund balance are due to an additional transfer from the general fund to the capital fund and decreases
in capital spending by departments. A transfer of $1,000,000 was made in 2014 and $2,200,000 in 2016. The only
decrease in fund balance occurred in 2015 when budgeted expenditures increased by $4,327,639 over the prior year
due to a major road project.
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CITY OF FAIRBANKS, ALASKA
Three Year Personnel Summary Schedule

Department

2015
Approved
Positions

2016 Approved
Positions

2017 Approved
Positions

2017
Increase

(Decrease)

FTE Personnel
Mayor and Council 5.0 5.0 6.0 1.0
Office of the City Attorney 2.5 2.5 2.5 -
Office of the City Clerk 3.0 3.0 3.0 -
Finance Department 8.0 8.0 8.0 -
Information Technology 6.0 6.0 - (6.0)
Risk/Purchasing 1.0 1.0 - (1.0)
Police Department 54.5 52.0 52.0 -
Dispatch Center 18.5 19.5 20.5 1.0
Fire Department 44.0 44.0 44.0 -
Public Works Department 37.5 37.0 38.0 1.0
Engineering Department 15.0 12.5 12.5 -
FMATS 2.5 2.5 2.5 -
Building Department 6.0 6.0 6.0 -

Total FTE Personnel 203.5 199.0 195.0 (4.0)

Grant Funded Personnel
Mayor and Council - - - -
Office of the City Attorney - - - -
Office of the City Clerk - - - -
Finance Department - - - -
Police Department (3.0) (2.0) (2.0) -
Dispatch Center - - - -
Fire Department - - - -
Public Works Department - - - -
Engineering Department (11.0) (9.2) (7.5) 1.7
FMATS (2.5) (2.5) (2.5) -
Building Department - - - -

Total Grant Funded Personnel (16.5) (13.7) (12.0) 1.7

Total General Fund Personnel 187.0 185.3 183.0 (2.3)

Explanation of Changes in Staffing Levels:

Engineering Department (Grant Funded) - The department hired a full time City Engineer and Surveyor.
These positions do not apply their time or the majority of their time on grant projects, respectively.

Mayor & Council - The Risk Manager position was moved from Risk/Purchasing to this department.
Information Technology - Information technology services were outsourced to a local vendor.
Risk/Purchasing - The position was changed and moved to the Mayor & Council department and the
purchasing functions were moved to Finance.

Dispatch Center - A dispatch position was added in the 2017 budget per business plan.
Public Works - An oiler position was added in the 2017 budget to reduce higher temporary employee costs
associated with this function.
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CITY OF FAIRBANKS, ALASKA
Three Year Long-Range General Fund Financial Projections

2016 Amended
Budget

2017 Approved
Budget

2018 Projected
Budget

2019 Projected
Budget

2020 Projected
Budget

Taxes 21,346,128$ 20,066,409$ 20,701,000$ 21,048,000$ 21,406,000$
Charges for services 4,644,176 4,966,012 5,078,000 5,117,000 5,116,000
Intergovernmental 3,154,400 3,702,349 2,900,000 2,898,000 2,896,000
Licenses and permits 1,904,462 1,609,092 1,638,000 1,666,000 1,696,000
Fines and forfeitures 589,875 595,515 607,000 618,000 630,000
Interest and penalties 126,250 98,600 99,000 100,000 101,000
Other revenues 376,190 347,234 372,000 372,000 372,000

Total revenues 32,141,481 31,385,211 31,395,000 31,819,000 32,217,000

Expenditures
General Government 11,920,101 10,364,671 10,065,900 10,262,000 10,432,000
Public Safety 15,443,258 15,779,351 15,856,000 15,932,000 16,009,000
Public Works 8,421,253 8,363,860 8,395,000 8,435,000 8,476,000
Buildings 697,394 684,732 688,100 692,000 695,000

Total expenditures 36,482,006 35,192,614 35,005,000 35,321,000 35,612,000

Transfers in 4,469,551 4,682,448 4,105,000 4,000,000 3,895,000
Transfers out (3,192,509) (491,469) (495,000) (498,000) (500,000)

1,277,042 4,190,979 3,610,000 3,502,000 3,395,000

Net change in fund balances (3,063,483) 383,576 - - -

Fund Balance - beginning 13,255,005 10,191,522 10,575,098 10,575,098 10,575,098

Fund Balance - ending 10,191,522$ 10,575,098$ 10,575,098$ 10,575,098$ 10,575,098$

Percent Change in Fund Balance -30% 4% 0% 0% 0%

Financial Projection Assumptions:

Expenditures - The City anticipates that the largest increase would be due to salaries and benefits; therefore, the City used an
annual increase of .5% for salary and benefits and other expenditures. The City would have to reduce the distribution of bed tax
funds and maintain a certain level of expenditures to balance the budget.

Other financing sources - The City anticipates a change in the percentage that can be transferred to the general fund from the
permanent fund. The percentage will decrease from 4% in 2017 to 3.9% in 2018, 3.8% in 2019, and 3.7% in 2020.

Revenue

Other financing sources (uses)

Total other financing sources
(uses)

Revenue - The City anticipates that intergovernmental revenues will decrease because State revenue funding will cease. However,
the City anticipates increases in other revenue sources due to the influx of military members and their dependents and a successful
strategic plan to generate city revenue. The City used 2% annual increases for revenue items that are sensitive to population growth,
such as taxes, fines, and fees.
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GENERAL FUND BUDGET

REVENUE
MAYOR

RECOMMENDS

REVIEW
PERIOD

INCREASE
(DECREASE)

COUNCIL
APPROPRIATION

Taxes, (all sources) 21,671,045$ (1,604,636)$ 20,066,409$
Charges for Services 4,918,012 48,000 4,966,012
Intergovernmental Revenues 3,702,349 - 3,702,349
Licenses & Permits 1,609,092 - 1,609,092
Fines, Forfeitures & Penalties 595,515 - 595,515
Interest & Penalties 98,600 - 98,600
Rental & Lease Income 126,234 - 126,234
Other Revenues 221,000 - 221,000
Other Financing Sources 4,190,979 - 4,190,979

Total revenue appropriation 37,132,826$ (1,556,636)$ 35,576,190$

EXPENDITURES
Mayor and Council 600,082$ -$ 600,082$
Office of the City Attorney 183,092 - 183,092
Office of the City Clerk 349,125 - 349,125
Finance Department 960,013 37,046 997,059
Information Technology 1,787,025 (95,287) 1,691,738
General Account 6,168,625 374,950 6,543,575
Risk Management 1,503,083 (1,503,083) -
Police Department 6,950,798 262,828 7,213,626
Dispatch Center 2,152,893 123,233 2,276,126
Fire Department 6,305,623 (16,024) 6,289,599
Public Works Department 7,761,761 (116,323) 7,645,438
Engineering Department 720,336 (1,914) 718,422
Building Department 684,732 - 684,732

Total expenditure appropriation 36,127,188$ (934,574)$ 35,192,614$

12/31/16 estimated general fund balance 8,860,989$ -$ 8,860,989$
Increase (Decrease) to fund balance 1,005,638 (622,062) 383,576

Prior year encumbrances - - -
Transfer to capital and permanent funds - - -

12/31/17 Unassigned balance 9,866,627$ (622,062)$ 9,244,565$

7,038,523$
Minimum unassigned fund balance requirement is 20% of budgeted annual
expenditures but not less than $4,000,000.
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REVENUES

Overview

The General Fund accounts for the collection of most tax revenues, charges for services,
intergovernmental revenues, licenses and permits, fines and forfeitures, interest and penalties,
and other revenues. The following graph presents a breakdown by category of total revenues
for 2017:

Taxes (Major)

The City collects property taxes and four sales taxes: Hotel/Motel, Alcohol, Tobacco and
Marijuana. As shown on the General Fund Revenue chart taxes make up 56.4% of general
fund revenue. This budget expectation decreased from 59% in 2016 primarily due to changes
in fund structure. Council created a non-budgetary special revenue fund for risk charges that
are directly reimbursed through taxes; this change resulted in a 4.6% decrease in general fund
taxes in 2017.

Property tax assessments are limited to 4.9 mills of the property valuation after the application
of the tax cap constraints and calculation documented in the Revenue Policies section of this
document. The Fairbanks North Star Borough (FNSB) collects all property taxes for the City.
The CFO coordinates with the FNSB assessor to determine property valuations and uses the
amount to calculate the property tax revenue estimate for the new budget year. This method is
somewhat hampered by timing differences between FNSB and the City. The City’s budget is
approved in December while the property valuations for the budget year are not certified until

Taxes, 56.4%

Charges for services,
14.0%

Intergovernmental,
10.4%

Licenses and permits,
4.5%

Fines and forfeitures,
1.7%

Interest and
penalties, 0.3%

Other revenues,
1.0%

Other financing,
11.8%

Taxes
Charges for services
Intergovernmental
Licenses and permits
Fines and forfeitures
Interest and penalties
Other revenues
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the following June. Actual differences are included in an amended budget ordinance.

A two percent Hotel/Motel sales tax was adopted by Ordinance 3793 in August 1979. The rate
was increased to eight percent by Ordinance 4438 in June 1985. City code defines Hotel/Motel
to mean any building, trailer or other facility in which the public may, for consideration obtain
lodging, dwelling, or sleeping accommodations. The tax is on the daily rental of Hotel/Motel
rooms and is primarily used for funding services for the promotion of the tourist industry and
other economic development.

While the total Hotel/Motel collection of revenue is included in the general fund budget, only
22.5 percent is retained by the City. Of the remaining collections, the City distributes $400,000
to multiple agencies as follows: Fairbanks Economic Development Corporation (FEDCO)
receives $100,000, Golden Heart Plaza and Barnette Landing Maintenance receives $30,000
and $270,000 is given out as discretionary grants by the Fairbanks City Council. The balance
is distributed to Explore Fairbanks for promotion of tourism and economic development.
Currently there are 44 active Hotel/Motel sales tax accounts operating within the City of
Fairbanks, an increase of 12 accounts during the year. The 2017 budget is based on
information provided by Explore Fairbanks and actual revenues for 2016.

A five percent Alcohol sales tax is levied on the sales price of all retail sales of alcoholic
beverages within City limits. The tax was enacted by Ordinance 4470 effective September 28,
1985. Alcoholic beverage includes, but is not limited to, whisky, brandy, rum, gin, wine, ale,
porter, beer, and all spirituous, vinous, malt and other fermented or distilled liquors intended for
human consumption. In 2017 there are 83 active Alcohol sales tax accounts operating within
the City of Fairbanks. There were 82 active accounts in the prior budget year. The 2017
budget is based on the three year average from 2013 to 2016.

An eight percent Tobacco sales tax, levied against the wholesale price of tobacco products,
was enacted by Ordinance 5074 with an effective date of February 1, 1993. The tax is levied
against the (wholesale) distributors, or persons who ship or transport tobacco products to a
retailer in the City for sale (or re-sale). Currently there are 7 active Tobacco sales tax accounts
operating within the City of Fairbanks. The 2017 budget is based on the actuals from 2013 to
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2016.

Beginning in December 2016 a 5% Marijuana sales tax was levied upon the sales price of all
retail sales of marijuana made within the corporate limits of the City. All sellers of marijuana
must possess a current certificate of registration, City business license, and a State of Alaska
marijuana license as required by AS 17.38. Currently there are 2 active Marijuana sales tax
accounts operating within the City of Fairbanks. The 2017 budget is based on actuals in 2016.

Charges for Services (Major)

The primary revenue budgeted under Charges for Services includes amounts for public safety
and public works services. Each year there are multiple emergency calls handled by the
Fairbanks Fire Department. A large portion of those calls relate to people who do not live in the
City or pay City property taxes. To spread the cost of responding to emergency services from
property owners to those who receive the service, the City Council enacted fees to be
collected from individuals involved. The largest recovery relates to amounts billed for
ambulance services. Over the last three years the fee revenue has been between $1,100,000
and $1,400,000. The 2017 estimate is based on the prior years’ amounts.

Other public safety charges include those contracted for dispatch services. The Dispatch
department dispatches police and fire calls for the Fairbanks North Star Borough (FNSB),
including the City of North Pole. A multi-year dispatch contract is signed with the FNSB, the
multiple fire departments within the FNSB, and the City of North Pole police and fire. The
amount budgeted in this line item is determined by the conditions outlined in the contracts with
the agencies served.

The Public Works department is responsible for garbage pickup within the City of Fairbanks.
All single family homes, duplexes, and tri-plex units are required to pay for garbage service.
Four-plex units can opt out after showing proof of pickup by a commercial contractor. Each
April the rate charged for garbage collection is changed based on the estimated Anchorage
Consumer Price Index and possible increases charged by the FNSB for “tipping fees” at the
local dump. The City Council must approve these changes prior to enactment. The 2017
budget is based on the current rate and number of customers.

Other public works related charges are those for engineering services. The State of Alaska
Department of Transportation (ADOT) issues an indirect recovery rate after auditing the
Engineering Department. Amounts budgeted reflect the estimated overhead recovery we
expect from ADOT projects in the coming year for the projects that have been contracted. The
City has an increase in ADOT contracts in 2017, resulting in a 50% budget increase for 2017.
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Intergovernmental (Major)

The City receives payments from the State of Alaska (State) in the form of Revenue Sharing.
Amounts received for municipal assistance are determined during the State Legislative
process that occurs after the adoption of the City’s budget. Distributions from the State for
Electric/Phone COOP shares and liquor license fees are calculated at the State and sent
directly to the City. Prior year collections from the State of Alaska are used to determine the
amounts budgeted and information provided by the Alaska Department of Revenue.

The City of Fairbanks entered into a Payment in Lieu of Taxes (PILT) agreement with North
Haven Communities (NHC) on December 18, 2010. This privately owned community is located
on Fort Wainwright Army Base which is located within City limits. Under the terms of this
agreement NHC will pay the City $475,000 each year. This amount will be adjusted every five
years, beginning July 15, 2015, for the percentage change, if any, in the Basic Allowance for
Housing for the previous five-year period.
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Licenses and Permits

Beginning January 1, 2008, businesses in the City of Fairbanks are required to obtain a City
business license. The City Council sets the fees based on the annual revenue generated by
each business. The fees were increased effective January of 2016. The number of licenses
issued based on the entities’ revenue range has increased for every level. This shows that
businesses are willing to invest in our community and our economy is growing. Revenue from
Business License has grown from $658,600 in 2008 to $983,312 in 2016. The 2017 budget is
based on the 2016 amount with an increase for new businesses.

The City’s Building Department issues building permits for all commercial and residential
building construction and improvements within the City limits. As part of their function, the City
Building Inspectors assure that all structures comply with the 2012 International Building
Codes adopted by City Council. The 2017 budget was estimated based on data provided from
the Building Department concerning the construction planned for the upcoming year.
According to their projections, construction in the City of Fairbanks will decrease from $60
million in 2016 to $34.4 million in 2017, resulting in a substantial decrease of $202,442 in
permit revenue.

Fines and Forfeitures

The City of Fairbanks Police Department (FPD) conducts activities that generate revenue.
Fines related to moving violations and other tickets are collected. Vehicles and other property
seized from individuals driving while impaired results in the collection of impound fees, storage
fees, administrative processing fees, and related fines. Individuals who have judgments issued
against them may have their Permanent Fund Dividend (PFD) checks seized for non-payment
of fines. These PFD seizures account for more than 50 percent of the revenue generated from
fines and forfeitures.

FPD participates in a state-wide drug enforcement unit and property is seized by federal
officers. Upon completion of the federal case the drug asset forfeitures are sold and the
proceeds divided among the agencies participating in the case. Revenue for this activity is
budgeted based on historical results and known future actions that could affect the amounts
collected (i.e. the addition or reduction in traffic enforcement staffing).

Other Revenue

Other revenue includes amounts expected to be received from interest, rentals and leases,
and other miscellaneous transactions. Most of the interest revenue is generated from
delinquent taxes and garbage fees. The delinquent balances are reviewed to determine if the
budget should be changed from the prior year.

Rental and lease revenue is derived from eight different contracts, two of which are for space
located within City Hall. The 2017 revenue budget is derived from contractual specifications.
Other revenues include immaterial transactions coded to miscellaneous revenues and final
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principal amounts due for old assessments. Also included is a $200,000 payment from the
2003 Techite Settlement. These payments will be received annually through 2031.

Other Financing (Sources) Uses

Other Financing (Sources) Uses includes amounts transferred (to) and from other funds. The
2017 includes transfers as follows:

Please see Appendix B [Page 97] for detailed revenue budget.

Code Purpose Amount
Section 2-260(j) Permanent Fund Transfer 4,672,448$
Section 66-42(b) Garbage Collection Revenue (227,509)
Section 26-11 Ambulance Mileage Fees (63,960)
Section 8-6 Transfer to Capital Fund (200,000)
Section 62-36 Sale of Assets 10,000
Total 4,190,979$
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EXPENDITURES
Overview

The General Fund accounts for all operating expenditures of the City. The City has twelve
departments, of which Information Technology and General Government are cost centers that
support all other departments. The following presents expenditures by departments:
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Expenditures by Category

Personnel costs (salaries and benefits) are the primary expenditures in the General Fund.
Other expenditures include supplies and services, contributions to agencies, PERS Employer
relief, property repair and utilities, and equipment replacement. The following presents the
percentage of expenditures by category:
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CAPITAL FUND
BUDGET
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CAPITAL FUND BUDGET

REVENUE
MAYOR

RECOMMENDS

REVIEW
PERIOD

INCREASE
(DECREASE)

COUNCIL
APPROPRIATION

Transfer from Permanent Fund 584,056$ -$ 584,056$
Transfer from General Fund 427,509 - 427,509

Public Works 250,000 - 250,000
Building 10,000 - 10,000
Engineering 10,000 - 10,000
Police 180,000 - 180,000
Dispatch 140,000 - 140,000
Fire 313,960 - 313,960
IT 86,688 - 86,688
Property Repair & Replacement 145,000 - 145,000

Total revenue appropriation 2,147,213$ -$ 2,147,213$

EXPENDITURES

Public Works Department 191,000$ -$ 191,000$
Engineering Department 28,307 - 28,307
Police Department 180,000 - 180,000
Fire Department 55,000 - 55,000
IT Department 86,688 - 86,688
Road Maintenance 673,380 2,939 676,319
Property Repair & Replacement 205,000 (50,000) 155,000

Total expenditure appropriation 1,419,375$ (47,061)$ 1,372,314$

12/31/16 capital fund balance 3,760,839$ -$ 3,760,839$
Increase (Decrease) to fund balance 727,838 47,061 774,899

12/31/17 capital fund balance 4,488,677$ 47,061$ 4,535,738$
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OVERVIEW
Description

In October of 2006, City voters approved amendment of the City Charter to establish a capital
fund to designate funds for capital use. All funds appropriated to the capital fund shall remain
in the fund until expended on capital projects as approved by the City Council. While there is
no requirement to capitalize all items included in the capital fund budget, operational
commodities are not included. Budget items may include amounts needed to maintain or
replace current assets. The City defines capital assets as assets with an initial, individual cost
of more than $5,000 for machinery and equipment, $1,000,000 for buildings and infrastructure,
and an estimated useful life of greater than one year. Please see Appendix D [Page 193] for
detailed budget and narrative.

Impact on Operations

As a practice, non-grant capital acquisitions are budgeted and expended in the capital fund.
This allows for the City to better plan asset replacements and infrastructure improvements.
General fund operations may reduce or increase as decisions and actions regarding the
control and upkeep are made with the goal of increasing efficiency, reliability, and safety.
Efficiencies often reduce overall operating costs while reliability and safety may increase
overall operating costs. Capturing the costs at the initiative level will help ensure sound
decisions. Included in each capital project is a statement on how the project effects operations

Revenues

The City maintains a Permanent Fund comprised of receipts associated with the sale of assets.
The fund was originally established by the 1997 sale of the City-owned Municipal Utility System.
City code allows not more than one half of one percent of the five year average Permanent
Fund value to be used for capital needs. In 2017, it is estimated that the Permanent Fund
Appropriation Transfer into the Capital Fund will be $584,056.

Transfers from the general fund are determined by the Mayor and Council after looking at the
annual general fund budgeted revenues and expenditures and determining how much the
general fund can feasibly transfer to the capital fund without eroding general fund balance. City
code prohibits the transfer of resources from the capital fund to other funds. Reflected in the
2017 capital budget is a transfer of $200,000 from the General Fund. Transfers from the
general fund also include the required 12 percent of general fund garbage collection revenue
to replace City garbage equipment. Reflected in the 2017 capital budget is a transfer of
$227,509. The total transfer from the general fund is $427,509.

City departments are encouraged to plan ahead for capital additions and replacements
pertinent to the services they provide. Each year as part of the General Fund budget process,
departments may request an amount to be transferred from their department budget to the
Capital Fund. Reflected in the 2017 capital budget is $1,135,648 from various departments.
The total transfer from the general fund is $1,563,157.
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Expenditures

The budgeted capital expenditures for 2017 are $1,372,314 and do not include any significant
non-recurring capital projects. A project is considered significant if it has considerable impact
on the operating budget or if the project rarely occurs. The following shows the percentage by
function:

Fund Balance

The Capital Fund balance has committed and assigned amounts. Committed fund balances
are amounts that the Council has designated for a specific purpose. Assigned fund balances
are intended to be used by government for specific purposes but do not meet the criteria to be
classified as restricted or committed. In the capital fund, assigned fund balance amounts are
neither spent nor committed during the year. They remain available to be budgeted as
expenditures in subsequent years. The expected capital fund balance at 12/31/2017 is
$4,535,738 as follows:

General
Government, 67%

Public Safety, 17%

Public Works, 16% General Government

Public Safety

Public Works

Department Project Amount
General Audio System 12,500
Fire Fire Engines 250,000
Fire Fire Department Grant Matches 30,000
Dispatch Dispatch Workstations 140,000
Building Vehicle Replacement 60,052
General Road Maintenance 127,664
Total Committed Fund Balance 620,216

Total Assigned Fund Balance 3,915,522

Total Capital Fund Balance 4,535,738$
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CAPITAL FUND PROJECTS

Department Project Name Purpose

2017
Approved

Budget
Public Works Equipment
Public Works Forklift Replace forklift 75,000$
Public Works Flatbed with Tommy Lift gate Purchase flatbed with a lift gate 26,000
Public Works Turf Rake Purchase turf rake 55,000
Public Works Tack Tank Replace tack tank 35,000

191,000

Engineering Equipment
Engineering Survey Instrument Replace survey equipment 28,307

28,307

Police Vehicles
Police Vehicles Replace three police vehicles 180,000

180,000

Fire Vehicles
Fire Vehicles Replace vehicle for Battalion Chief 55,000

55,000

IT Equipment
IT Copiers Replace two copiers 26,688
IT Security Camera Upgrades Upgrade security camera system 60,000

86,688

Road Maintenance
General Minnie Street Project FMATS construction project matching funds 81,270
General Sign Replacement Project FMATS construction project matching funds 38,969
General FY2017 Improvement Project FMATS construction project matching funds 329,704
General Barnette & Cowles Project FMATS construction project matching funds 22,756
General Hilton Avenue Storm Drain Repair storm drain on Hilton Avenue 143,620
General Wastewater Plant Storm Drain Replace storm drain at the Wastewater Plant 60,000

676,319

Impact on Operations: Equipment replacement will increase efficiencies and reduce maintenance costs.

Impact on Operations: Equipment replacement will increase efficiencies and result in a nominal increase for
software maintenance.

Impact on Operations: Vehicle replacement will increase efficiencies and reduce maintenance costs; the sale of
replaced vehicles will generate minimal revenues.

Impact on Operations: Vehicle replacement will increase efficiencies and reduce maintenance costs; the sale of
replaced vehicles will generate minimal revenues.

Impact on Operations: Equipment replacement will increase efficiencies and result in a nominal increase in the
maintenance agreement.

Impact on Operations: Road projects will reduce maintenance costs due to constant pumping of storm drain and
patching of roads.
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Department Project Name Purpose

2017
Approved

Budget

General Back Flow Preventers Install back flow preventers in City facilities 50,000
General Basement Bathroom Remodel City Hall basement bathrooms 80,000
General Overhead Door Operators Replace Public Works overhead door 25,000

155,000

Total Capital Fund Projects 1,372,314$

Impact on Operations: Facility improvements will have minimal impact on repair and maintenance costs.

Facility Improvements
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DEBT

Debt

The City of Fairbanks is virtually debt free. In October of 2011 voters approved a ballot
initiative to pay off a 2005 general obligation bond and in November of 2011 an ordinance was
passed by the Council to prepay a long-term capital lease. The City’s remaining long-term debt
is reimbursed by other entities. There are no plans to incur debt for capital improvements, or
otherwise, unless a third-party reimbursement agreement is obtained.

Bonds

According to Section 7.3 of the City Code of Ordinances “the total amount of general obligation
bonds issued and outstanding at any one time shall not exceed fifteen per centum (15%) of the
average assessed value of the property subject to taxation by the City as of the first day of
January. In any one (1) year such average assessed value shall be determined by adding the
assessed valuations for the last three (3) preceding fiscal years and dividing by three (3).
Bonds in excess of said limit may be issued if sixty-five (65%) of the qualified voters voting at
the referendum thereon vote in favor of said issue.” For the three years ending 2016 the
calculation is as follows:

2014 Assessment $2,574,554,098
2015 Assessment 2,605,057,076
2016 Assessment 2,656,332,566
Total $7,835,943,740
Divide by three 3
Average Assessed value $2,611,981,247
Times 15% .15
Debt limit $ 391,797,187
General Obligation Bond's principal outstanding -
Legal Debt Margin $ 391,797,187

On March 18, 2009 Standard and Poor’s Rating Services raised the rating on the City’s
general obligation debt from “A-” to “A.” The rating was upgraded following a review of credit
strength. The City has not issued any debt since the upgrade was published.

Other Long-Term Debt

In 1997, the City sold its utility system to a consortium of buyers in exchange for $87.5 million
in cash, payoff of $47.6 million in utility debt and other considerations; of the total proceeds,
the City received $2.0 million from the water/wastewater purchasers. As part of the overall
utility sale, the Peger Road wastewater treatment plant has been operated by Golden Heart
Utilities (GHU) subject to a lease-purchase agreement paying $33,075 per month to the City’s
Permanent Fund. GHU has not exercised its option to purchase the treatment plant, opting to
continue leasing the facility from the City. Over $6 million has been received in lease
payments to date.
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In October 2012 voters approved a ballot initiative that allows the City to borrow funds from the
Alaska Clean Water Fund (ACWF) at 1.5 percent interest and pass them on to GHU. In return,
GHU will repay all principal, interest, and loan origination fees back to the City over the life of
the loan. The initiative also ratified a previous loan from ACWF that originated in 2009 and
2010. The details of the ACWF loans are as follows:

ACWF Loans
Year

Issued
Final

Payment
Interest

Rate
Total
Loan

Outstanding
1-1-17

Principal
Payments

2017

Interest
Payments

2017
Sodium Hypochloride Project 2010 2029 1.5% 708,700$ 460,655$ 35,435$ 6,910$
Sludge Dewatering Project 2014 2028 1.5% 4,625,600 3,700,480 308,373 55,507
Clarifier Project 2016 2028 1.5% 649,170 649,170 54,098 9,738

Total 4,810,305$ 397,906$ 72,155$
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APPENDIX A
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