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CITY OF FAIRBANKS FINANCE DEPARTMENT

800 Cushman Street
Fairbanks, AK 99701

Telephone (907)459-6788
Fax (907)459-6722

April 16, 2021
To the Honorable Mayor, Members of the City Council, and the Citizens of Fairbanks:

It is my pleasure to submit the Comprehensive Annual Financial Report of the City of Fairbanks (City) for the
fiscal year ended December 31, 2020. Charter Section 8.7 requires that the City publish an annual report on
its financial position and activity presented in conformity with generally accepted accounting principles (GAAP)
and audited in accordance with generally accepted auditing standards by a firm of licensed certified public
accountants.

INTRODUCTION
Responsibility and Internal Controls

This report consists of management’s representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of the information presented
in this report. As management, we assert that, to the best of our knowledge and belief, this financial report
is complete and reliable in all material respects.

To provide a reasonable basis for making these representations, the management of the City has
established a comprehensive internal control framework that is designed both to protect the government’s
assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the
City’s financial statements in conformity with GAAP. Because the cost of internal controls should not
outweigh their benefits, the City’s comprehensive framework of internal controls has been designed to
provide reasonable, rather than absolute, assurance that the financial statements will be free from material
misstatement.

Independent Financial Audit

The City’s financial statements have been audited by Alliance CPAS,LLC.-Certified Public Accountants,
LLC. The goal of the independent audit was to provide reasonable assurance that the financial statements
of the City for the fiscal year ended December 31, 2020, are free of material misstatement. The independent
audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation. The independent auditor issued an unmodified
opinion on the City’s financial statements for the fiscal year ended December 31, 2020. Their opinion
asserts that the financial statements are fairly presented in conformity with GAAP. The independent
auditor’s report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the City was part of a broader, federally mandated
"Single Audit" designed to meet the special needs of federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair presentation of the
financial statements, but also on the audited government’s internal controls and compliance with legal
requirements, with special emphasis on internal controls and legal requirements involving the
administration of federal awards. These reports are available in the Single Audit section of this report.

The City is also required to undergo an audit in conformity with the provisions of Alaska State Regulation 2
AAC 45.010 and Audit Guide and Compliance Supplement for State Single Audits. A schedule of state
financial assistance, the independent auditor’s reports on internal controls and compliance with applicable
laws and regulations, and a schedule of findings and questioned costs are available in the Single Audit
section of this report.
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Management’s Discussion and Analysis

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). The MD&A
provides an objective and easy-to-read analysis of the City’s financial activities based on currently known
facts, decisions, and conditions. This letter of transmittal is designed to complement the MD&A and should
be read in conjunction with it. The City’'s MD&A can be found immediately following the report of the
independent auditors.

PROFILE OF THE CITY OF FAIRBANKS

The City, incorporated in 1903, 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 31,410. It is located within
the bounds of the Fairbanks North Star Borough; the Borough has a
land area of 7,361 square miles and a population of approximately
97,159, which includes City residents. There are two major military
installations in the area. Fort Wainwright is an Army base located
within City limits and 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. The City levies a property
tax on real property located within its boundaries. The City has the
power to extend its corporate limits by annexations in accordance with state law.

’-'u._,\_ i

Form of Government

The City operates under 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 responsible,
among other things, for passing ordinances, adopting the budget, and hiring the City Attorney and City
Clerk. The Mayor is responsible for carrying out the policies and ordinances of the Council, for overseeing
the day-to-day operations, and for supervising the 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.

General Government Services and Proprietary Fund Operations

The City provides a variety of local government services and operations as follows:

e Public Safety: Police, fire, emergency medical services, emergency dispatch, and emergency
management.

e Public Works: Street maintenance, refuse collection, storm drain management, and public
improvements.

e Building Inspections: Building and fire code enforcement.

e General Government: Economic development funding and general administrative services.

e Proprietary Operations: Municipal Utilities System Fund (MUS) and Fairbanks Transportation
Center (FTC).

Budgetary Control

The annual budget serves as the foundation for the City’s financial planning and control. Budgets for the
general fund and the capital fund are adopted on an annual basis. The Council is required to adopt a
balanced budget for the general fund no later than December 15t of the fiscal year. The budget is prepared
by function level (departments). The Mayor may approve intradepartmental transfers of appropriated funds,
except for transfers from non-wage accounts to accounts used for wages and benefits and capital funds which
require Council approval. All interdepartmental transfers of appropriated funds require Council approval.
Expenditures may exceed appropriations on the object level, but not on the function level.



FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates.

Local Economy

The City is the major transportation hub for the interior of the State. Itis the northern terminus for the Alaska
Railroad. Of the four major highways in the State, three pass through Fairbanks, connecting it to south and
central Alaska. The Dalton Highway, which extends north to Prudhoe Bay, parallel to the oil pipeline,
furthers Fairbanks’ role as a transportation center. 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 200,260 ounces
of gold annually. Fairbanks serves as a major center for petroleum-related activity. Alyeska Pipeline
Service Company, operator of the Trans-Alaska pipeline system, has a significant presence in the City.
Petro Star Inc. operates refineries nearby in the borough. The area supports the oil and defense industries
through services, distribution, and transportation.

According to the Fairbanks North Star Borough Assessing Department and the Alaska Department of Labor
and Workforce Development Research and Analysis Section, the City had the following economic factors:
Economic Indicators

2019 2020 Change (%)
Population 30,955 31,410 1.5%
Unemployment rates 5.5% 6.8% 1.3%
Annual average employment 37,400 35,600 -4.8%
Building permits 945 933 -1.3%
Assessed value $ 2,984,469,347 $ 3,026,571,892 1.4%

Population is expected to continue to increase, with Air Force personnel connected with the F-35s arriving
in Fairbanks by the end of 2021, bringing 3,500 new airmen, contractors, and family members. It is
expected that this will give the local economy a needed boost in 2021.

The City had the following changes in our top employment sectors:
Nonfarm Employment

2019 2020 Change (%)
Health care 5,300 4,900 -7.5%
Retail trade 4,500 4,800 6.7%
State government 4,600 4,400 -4.3%
Leisure & hospitality 4,600 3,400 -26.1%
Federal government 3,100 3,300 6.5%
Local government 2,900 2,700 -6.9%

COVID-19 pandemic caused abrupt declines in employment and economic growth. Like other
communities, the City experienced decreases in employment for the tourism industry. As a regional hub,
the City had many businesses that remained opened during the mandated shutdown in early 2020 to
provide goods and services to many surrounding communities.

The fiscal health of the State is important to the City because we rely on the State to provide revenue
sharing proceeds, funding for capital projects, administration, and on-behalf funding of the Public
Employees Retirement System (PERS). The recent decline in oil prices has a dramatic impact on the
State’s revenue since the State relies heavily on taxes assessed to oil companies operating in the state.
Despite the State of Alaska's funding challenges and the recent pandemic, the City financial outlook will
improve with the adoption of new sources of revenue and expansion of military installations.



Long Term Financial Planning

City ordinances require the general fund unassigned fund balance to be the greater of 20% of budgeted
operational expenditures in the amount of $7,046,115 or $4,000,000. On December 31, 2020, the
unassigned fund balance in the City’s general fund was $12,875,819. During the annual budget process,
departments are encouraged to forecast future capital needs. Annually each department transfers an
estimated amount to the capital fund to help pay for future capital needs. Funds transferred to the capital fund
are accumulated and budgeted annually as capital needs become due. By Charter, funds may not be
transferred out of the capital fund to pay for general fund operating expenditures.

The City of Fairbanks maintains a permanent investment fund. The fund was originally established by the
sale of the Municipal Utilities System. Proceeds from any sales of real property are deposited in the fund. A
Permanent Fund Advisory Committee reviews the performance of the investment fund and makes
recommendations for changes to the City Council. The City Council adopts investment fund policy by
ordinance. On December 31, 2020, the fund balance was $144,120,958. City code allows 4% of the five-
year average of the market value to be transferred to the general fund to support city operations. One half of
a percent of the five-year average may be used for capital needs.

Relevant Financial Policies

Comprehensive financial policies are reviewed annually and provide the basic framework for the overall fiscal
management of the City. The policies are designed to operate independently of changing circumstances and
conditions to safeguard assets, promote effective and efficient operations, and support the achievement of
City’s goals. In 2020, the Council implemented a new gasoline excise tax that levies five cents per gallon on
the distribution of gasoline brought into the City.

Major Initiatives

The City continues to focus on the mission of providing quality essential services to all City residents to
ensure Fairbanks is a vibrant place to live, work, thrive, and visit. To accomplish this mission, the Mayor in
consultation with each operating department, coordinates the development of strategies and plans that
align City resources with the priorities identified by City Council to achieve desired outcomes. City Council
has identified the following goals:

323 I oy |~

Goal 1: Provide quality |Goal 2: Strive for a safe Goal 3: Engage Goal 4: Maintain and
customer service with | and clean community community through |ensure strong financial
operational efficiency effective management

communication

Despite the challenges due to the pandemic, the City accomplished the following major initiatives:

e Provided $15,031,207 in Coronavirus Relief Funds to local medical facilities, businesses, and
families (Goal 1).

e Replaced $2.3 million in public works and public safety equipment (Goals 1 & 2).

e Provided funding for the Emergency Services Patrol (ESP), a program that provides chronic
inebriates/incapacitated persons with safe medical assessment and transport without engaging
police officers and firefighters (Goal 2).

e Provided support for the Homeless Coordinator, a liaison between the City, Fairbanks Housing and
Homeless Coalition, the business community, and nonprofits to reduce homelessness in Fairbanks
(Goal 2).

e Provided timely information to the citizens through social media during the pandemic by improving
information technology (Goal 3).
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The City also continues to focus on infrastructure improvements by assisting the Alaska Department of
Transportation in preparing designs and providing construction administration for road reconstruction
projects. These projects are funded by both grant and local revenues and are as follows:

Design Phase:

e Chena Riverwalk, Phase Ill: Project will construct approximately 5,500 linear feet of pathway and
up to three pedestrian bridges.

e Old Steese Highway Upgrades: Project will reconstruct Old Steese Highway from Wendell Avenue
Bridge to the intersection at the Johansen Expressway.

¢ Minnie Street Improvements: Project will reconstruct Minnie Street from lllinois Street to Old Steese
Highway to include drainage, utility, and ADA improvements.

e Fifth Avenue Reconstruction: Project will reconstruct 5" Avenue between Barnette Street and
Noble Street to include ADA improvements, intersection improvements, drainage improvements,
roadside hardware, and utilities.

Construction Phase:
e Cowles Street Reconstruction: Project will reconstruct Cowles Street from First Avenue to East
Cowles Street, to include sidewalk, drainage, and illumination improvements.
e Third Street Widening: Project will reconstruct Third Street between Old Steese Highway and
Hamilton intersections.

AWARDS

The City has earned the Government Finance Officers Association (GFOA) Certificate of Achievement for
Excellence in Financial Reporting since 2002. GFOA recognizes governmental units that issue their
comprehensive annual financial report (AFR) substantially in conformity with generally accepted accounting
principles and all legal requirements. The City has received this award for eighteen straight years.

The City also earned the Government Finance Officers Association (GFOA) Distinguished Budget Award
since 2012. GFOA recognizes governmental units that publicize a budget that meets national criteria as a
policy document, operations guide, financial plan, and communications medium. The City has received
this award for nine straight years.

Both awards are valid for a period of one year only. We believe that our comprehensive annual financial
report and budget meet the requirements and we are submitting them to GFOA to determine its eligibility
for another certificate.

ACKNOWLEDGEMENTS
The preparation of this report would not have been possible without the efficient and dedicated services of
the staff of the finance department. | would like to express my appreciation to all members of the
department who assisted and contributed to the preparation of this report. Credit also must be given to the

Mayor and the governing Council for their unfailing support for maintaining the highest standards of
professionalism in the management of the City’s finances.

Respectfully submitted,
Mowgarita Bell

Margarita Bell, CPA
Chief Financial Officer
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INDEPENDENT AUDITOR'S REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Fairbanks, Alaska as of and for
the year ended December 31, 2020, and the related notes to the financial statements, which collectively comprise the
City of Fairbanks, Alaska’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Fairbanks, Alaska as of December 31, 2020, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America. The prior year partial comparative information has
been derived from the City of Fairbanks, Alaska’s 2019 financial statements and, in our report dated May 15, 2020,
we expressed unmodified opinions on the respective financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information.

Other-Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages M-1 through M-10, budgetary comparison information on pages 60 through 61,
and pension and other postemployment liabilities and contribution information on pages 62 through 71 are presented
to supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Fairbanks, Alaska’s basic financial statements. The introductory section, combining and
individual fund financial statements, supplementary information section, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards and the schedule of state financial assistance are presented for purposes of additional
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and the State of Alaska Audit Guide
and Compliance Supplement for State Single Audits and are also not a required part of the basic financial statements.

The combining and individual fund financial statements, supplementary information section, the schedule of
expenditures of federal awards, and the schedule of state financial assistance are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual fund financial statements,
supplementary information section, the schedule of expenditures of federal awards, and the schedule of state
financial assistance are fairly stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 16, 2021, on
our consideration of the City of Fairbanks, Alaska’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the City of
Fairbanks, Alaska’s internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering City of Fairbanks, Alaska’s

internal control over financial reporting and compliance.
Mlien. (P4, 11C

April 16, 2021
Fairbanks, Alaska
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CITY OF FAIRBANKS, ALASKA

Management’s Discussion and Analysis
For the Year Ended December 31, 2020

As management of the City of Fairbanks (City), we offer readers this narrative overview and analysis of the
financial activities of the City for the year ended December 31, 2020. We encourage readers to consider
the information presented here in conjunction with additional information that we have furnished in our letter
of transmittal, which can be found in the Introductory Section of this report.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the City exceeded its liabilities and deferred
infows at December 31, 2020 by $302,359,772 (net position). Of this amount, $15,574,722
(unrestricted net position) may be used to meet the government’s ongoing obligations to citizens
and creditors.

e The City’s net position increased by $24,063,593 during the fiscal year compared to an increase of
$15,985,428 in the prior year due to increases in grants and contributions and decreases in other
postemployment benefits liability.

e At December 31, 2020, the combined ending fund balance for governmental funds in the amount
of $171,581,593 is an increase of $10,228,367 in comparison with the prior year due to investment
earnings.

e At December 31, 2020, unassigned fund balance for the general fund was $12,875,819 or 39.7%
of total general fund expenditures.

e During 2020, the City received revenue sharing and on-behalf payments to the City’s Public
Employees’ Retirement System from the State of Alaska in the amount $85,414 and $711,222,
respectively. The City had a decrease of $338,587 in comparison with the prior year from the State
of Alaska.

e During 2020, the City expended Coronavirus Relief Funds in the amount of $15,692,668. The City
distributed $15,031,207 to medical facilities, businesses, and families.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City’s basic financial
statements. The City’s basic financial statements are comprised of three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information to furnish additional detail to support the basic financial
statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City’s finances, in a manner similar to a private sector business.

The statement of net position presents information on all of the City’'s assets, deferred outflows of
resources, liabilities, deferred inflow of resources, and net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.
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The statement of activities presents information showing how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused leave).

Both government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the City include general government, public safety, public works, and building
inspection. The major business-type activities of the City include the Fairbanks Transportation Center (FTC)
and the Municipal Utilities System (MUS).

The government-wide financial statements can be found in the Basic Financial Statements and Required
Supplementary Information (RSI) subsection of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of the City of Fairbanks can be divided into two categories: governmental funds and proprietary funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the government-wide financial statements. By doing so, readers
may better understand the long-term impact of the government’s near-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between the two.

The City maintains six individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund, permanent fund, and the grants & contracts fund, which are
considered major funds. Data from the other three nonmajor governmental funds are combined into a
single, aggregated presentation. Individual fund data for each of the nonmajor governmental funds is
provided in a combined fund statement presented later in this report.

The City of Fairbanks adopts annual budgets for its general fund and capital fund. A budgetary comparison
schedule has been provided for these funds to demonstrate compliance with the budgets. The basic
governmental fund financial statements and budgetary comparison schedule for the general fund can be
found in the Basic Financial Statements and RSI subsection of this report. The budgetary comparison
schedule for the capital fund is located in the supplementary section.

Proprietary funds are used to account for the City’s ongoing operations which are similar to those often
found in the private sector. Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. Proprietary fund categories include enterprise and internal service
funds.
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Enterprise funds are used to report the functions presented as business-type activities in the government-
wide financial statements. The City uses enterprise funds to account for the remaining MUS assets and
operations of the FTC. The compensated absences internal service fund accounts for the City’s liability for
accrued personal and compensatory leave. Each enterprise fund and the internal service fund are reported
as a major fund in the basic financial statements.

The proprietary fund financial statements can be found in the Basic Financial Statements subsection of this
report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found in the
Basic Financial Statements and RSI subsection of this report.

Other Information

In addition to the Basic Financial Statements and accompanying notes, this report also presents certain
other RSI including budget comparisons for the general fund. Required supplementary information can be
found in the Basic Financial Statements and RSI subsection of this report.

The combining statements referred to earlier in connection with major and nonmajor funds are presented

immediately after the basic financial statements. Combining fund statements can be found in the
supplementary section of this report.
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FINANCIAL ANALYSIS OF GOVERNMENT-WIDE STATEMENTS

Analysis of Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.

For the City, assets exceeded liabilities by $302,359,772 on December 31, 2020.

Net Position
Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019

Assets

Current and other assets  $ 178,236,192 $ 167,240,433 $ 330,850 $ 182,211 $ 178,567,042 $ 167,422,644

Capital assets, net 134,151,275 120,312,441 8,476,268 8,741,988 142,627,543 129,054,429

Other noncurrent assets 3,459,451 2,479,139 2,831,596 3,218,682 6,291,047 5,697,821

Total assets 315,846,918 290,032,013 11,638,714 12,142,881 327,485,632 302,174,894

Deferred outflows of
resources 2,076,225 1,966,228 - - 2,076,225 1,966,228
Liabilities

Long-term liabilities

outstanding 17,125,824 15,988,768 2,831,596 3,218,682 19,957,420 19,207,450

Other liabilities 5,671,821 4,987,242 408,071 391,665 6,079,892 5,378,907

Total liabilities 22,797,645 20,976,010 3,239,667 3,610,347 26,037,312 24,586,357

Deferred inflows of
resources 1,164,773 1,258,586 - - 1,164,773 1,258,586
Net position

Net investment in

capital assets 134,151,275 120,312,441 8,476,268 8,741,988 142,627,543 129,054,429

Restricted 144,157,507 134,618,970 - - 144,157,507 134,618,970

Unrestricted 15,651,943 14,832,234 (77,221) (209,454) 15,574,722 14,622,780

Total net position $ 293,960,725 $ 269,763,645

$ 8,399,047 $ 8,532,534

$ 302,359,772

$ 278,296,179

Net investment in capital assets net position represents investment in capital assets (land, buildings,
equipment, and infrastructure), less any related debt used to acquire those assets that is still outstanding.
Capital assets are used to provide services to citizens and are not available for future spending. Although
the investment in capital assets is reported net of related debt, it should be noted that the resources needed
to repay this debt must be provided from other sources, since the capital assets themselves cannot be used
to liquidate these liabilities. In 2020, net investment in capital assets is 47.1% of total net position.

Restricted net position represents resources restricted for investments in the amount of $138,287,704,
subsequent year transfers in the amount of $5,833,254, and law enforcement in the amount of $36,549. In
2020, restricted net position is 47.7% of total net position.

Unrestricted net position represents the remaining portion of $15,574,722 that may be used to meet the
government’s ongoing obligations to citizens and creditors. In 2020, unrestricted net position is 5.2% of

total net position.

At the end of the current and previous fiscal year the City reported positive balances in total net position,
both for the government and for its separate governmental activities and business-type activities.



Analysis of Changes in Net Position

Overall, the total change in net position increased by $24,063,593. In 2019, the net position increased by
$15,985,428. The reasons are discussed below for governmental activities and business-type activities.

Changes in Net Position

Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019

Revenues:
Program revenues:

Charges for services $ 8,133,851 8,294,309 538,331 583,285 8,672,182 8,877,594

Operating grants and contributions 17,316,541 1,558,873 - - 17,316,541 1,558,873

Capital grants and contributions 20,235,340 1,443,445 - - 20,235,340 1,443,445
General revenues:

Property taxes 15,698,033 16,170,339 - - 15,698,033 16,170,339

Other taxes 6,217,156 7,825,543 - - 6,217,156 7,825,543
Investment gain (loss) 14,830,100 20,752,182 - - 14,830,100 20,752,182
Other 1,317,901 2,124,602 17 23 1,317,918 2,124,625

Total revenues 83,748,922 58,169,293 538,348 583,308 84,287,270 58,752,601
Expenses:
General government 33,035,584 17,372,909 - - 33,035,584 17,372,909
Public safety 15,916,784 14,302,575 - - 15,916,784 14,302,575
Public works 10,170,265 10,019,292 - - 10,170,265 10,019,292
Building Inspections 616,109 578,318 - - 616,109 578,318
Fairbanks Transportation Center - - 408,051 417,195 408,051 417,195
Municipal Utilities System - - 76,884 76,884 76,884 76,884

Total expenses 59,738,742 42,273,094 484,935 494,079 60,223,677 42,767,173
Increase (decrease) in net position
before transfers 24,010,180 15,896,199 53,413 89,229 24,063,593 15,985,428
Transfers 186,900 396,900 (186,900) (396,900) - -

Increase (decrease) in net position 24,197,080 16,293,099 (133,487) (307,671) 24,063,593 15,985,428
Net position - beginning 269,763,645 253,470,546 8,632,534 8,840,205 278,296,179 262,310,751
Net position - ending $ 293,960,725 269,763,645 8,399,047 8,532,534 302,359,772 278,296,179

Governmental activities increased the City’s net position by $24,197,080. Key elements of the changes
in net position are as follows:

e Increase in operating grants and contributions for Coronavirus Relief Funds in the amount of
$15,692,668; the City distributed $15,031,207 of these funds to local medical facilities,
businesses, and families.

e Increase in capital grants and contributions for road donations in the amount of $18,235,873.

e Decrease in investment earnings of $5,922,082, including net unrealized gains.

e OPEB expense decreased in the amount of $1,341,863 to reflect obligations in accordance
with GASB 75.

e Pension expense increased in the amount of $895,361 to reflect net pension liability in
accordance with GASB 68.

Business-type activities decreased the City’s net position by $133,487. Key element of the decrease is

a transfer of $396,900 from the MUS Fund to the Permanent Fund for investment and a General Fund
transfer of $210,000 to the FTC Fund.
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FINANCIAL ANALYSIS OF GOVERNMENTAL FUND STATEMENTS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental Funds

City governmental funds provide information on near-term inflows, outflows, and balances of spendable
resources. Such information is useful in assessing the City’s financing requirements. Unassigned fund
balance may serve as a useful measure of a government’s net resources available for discretionary use as
they represent the portion of fund balance which has not yet been limited to use for a specific purpose by
either an external party, City itself or City Council.

City governmental funds include general fund, permanent fund, grants & contracts fund, and other
governmental funds (risk special revenue fund, asset forfeiture special revenue fund, and capital fund). On
December 31, 2020, the City’s governmental funds had an increase of $10,228,367 of combined ending
fund balances. The unassigned fund balance in the amount of $12,317,245 is available for spending at
the government’s discretion. The combined ending fund balances comprised of the following:

Governmental Funds - Fund Balance

Purpose Type Amount Percentage

Unassigned Unassigned $ 12,317,245 7.18%
Prepaid assets Nonspendable 578,793 0.34%
Investments Restricted 144,120,958 84.00%
Law enforcement Restricted 36,549 0.02%
Snow removal Committed 250,000 0.15%
Capital projects Committed 4,555,589 2.66%
Contractual obligations Assigned 1,930,133 1.12%
Capital projects uncommitted Assigned 7,792,326 4.54%

Total $ 171,581,593 100.00%

The general fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned
fund balance was $12,875,819 while total fund balance was $13,547,941. As a measure of the general
fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
fund expenditures. Unassigned fund balance represents 39.7% of total general fund expenditures, while
total fund balance represents 41.8% of total general fund expenditures.

General Fund - Fund Balance

2020 2019 Changes
Nonspendable $ 39,559 $ 5,612 $ 33,947
Committed 250,000 250,000 -
Assigned 382,563 413,257 (30,694)
Unassigned 12,875,819 10,618,540 2,257,279
Total $ 13,547,941 $ 11,287,409 $ 2,260,532

The general fund’s fund balance increased by $2,260,532 and unassigned fund balance increased by
$2,257,279 during the current fiscal year primarily due to no significant transfer from the general fund to
the capital fund.
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Significant changes in the general fund’s revenues and expenditures are as follows:

General Fund - Revenues

2020 2019 Changes
Taxes $ 20,438,389 $ 22,033,268 $ (1,594,879)
Charges for services 5,666,858 5,641,337 25,521
Intergovernmental 1,592,975 1,887,932 (294,957)
Licenses and permits 1,695,295 1,586,537 108,758
Fines and forfeitures 417,141 511,203 (94,062)
Special assessments 1,074 1,074 -
Other revenues 580,312 865,950 (285,638)
Total $ 30,392,044 $ 32,527,301 $ (2,135,257)

e City losses in revenues were due to the pandemic, with hotel/motel taxes sustaining the largest
loss of $1,972,018; this impacted the distribution to tourism agencies.

e PERS on-behalf payment increased by $99,462 but other intergovernmental revenues from the
State of Alaska decreased by $438,049.

e Licenses and permits increased primarily due to a major construction project involving a medical
facility.

e Fines and forfeitures continue to decrease but at a higher amount than last year due to business
closures and stay at home orders.

e Other revenues include interest income that decreased due to drops in interest rates.

General Fund - Expenditures

2020 2019 Changes
General government $ 8,186,714 $ 9,484,385 $ (1,297,671)
Public safety 15,056,629 15,885,981 (829,352)
Public works 8,577,034 8,488,408 88,626
Building inspections 608,256 570,465 37,791
Total $ 32,428,633 $ 34,429,239 $ (2,000,606)

e General government expenditures decreased because of less distribution to tourism agencies in
the amount of $1,481,741, this was offset by increases in PERS on-behalf costs.

e Public safety expenditures decreased by $518,990 in salaries and benefits due to position
vacancies and $310,362 due to reductions in operating and travel costs.

The permanent fund has a total fund balance of $144,120,958 all of which is restricted for investments.
Certain earnings from the investments are intended to replace the payments in lieu of taxes previously
provided by the MUS to the general fund.

The permanent fund balance increased by $9,552,958 in 2020; this was attributable to investment earnings

of $14,825,464 and transfers to the general fund ($4,965,345) and capital fund ($620,668). Detailed
information about the permanent fund is located in Note 3.0. in the basic financial statements.
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Proprietary Funds

The City’s proprietary funds provide the same type of information found in the government-wide financial
statements.

The net position of the MUS and the FTC at the end of the fiscal year was $2,211,738 and $6,187,309
respectively, most of which is invested in capital assets. The total decrease in net position was $76,884 for
the MUS fund due to a $396,900 transfer to permanent fund. The $56,603 decrease for the FTC fund was
due to expenses exceeding revenue; this decrease was offset by a transfer of $210,000 from the General
Fund.

GENERAL FUND BUDGETARY HIGHLIGHTS

Council’s intent is that the budget accurately reflects revenues and expenditures. Budget variances are
reviewed by staff and the Finance Committee to identify changes in expected revenue and expenditures. If
considered necessary, the committee recommends amendments to the budget for the City Council’s
consideration to more accurately reflect the current state of operations.

Difference between the original budget for total revenues and the final amended budget is a decrease of
$533,835; this amount excludes inter-fund transfers. Significant differences are summarized as follows:

$ 1,092,527 decrease in taxes

$ 434,000 increase in intergovernmental

$ 272,692 increase in charges for services
$ 130,000 decrease in interest and penalties

Difference between the original budget for total expenditures and the final amended budget is a decrease
of $129,607. Significant differences are briefly summarized as follows:

e $ 333,951 decrease in general government and administrative activities
$ 412,461 decrease for public safety
e $598,530 increase for public works

During the year, revenues were greater than budgetary estimates by $37,317. Expenditures and
encumbrances were less than budgetary estimates by $2,696,634. The most significant differences were
as follows:

e Hotel/Motel taxes was significantly less due to the pandemic. This also impacted general
government and administrative activities in distributions to tourism agencies.

e All departments’ expenditures were less than anticipated due to salary and wages decreases from
position vacancies and other operating expenditure savings due to closures and travel restrictions.

City Code states that in no case shall unassigned general fund balance be less than, the greater of 20%

of budgeted operational expenditures or $4,000,000. Twenty percent of the budgeted operational
expenditures are $7,046,115, which is $5,829,704 less than the 2020 unassigned fund balance.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

Information regarding the capitalization policy and other information is contained in Note 1.D.5 in the basic
financial statements.

The City’s investment in capital assets for its governmental and business type activities is $142,627,543
(net of accumulated depreciation). The investment in capital assets includes land, buildings, construction
in progress, equipment and infrastructure. The total increase in the City’s investment in capital assets for
the current fiscal year was $13,573,114, approximately 10.5%.

Capital Assets (net of depreciation)

Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019
Land and land improvements $ 9,478,647 9,478,647 454,356 454,356 9,933,003 9,933,003
Construction in progress 5,965,289 16,322,217 - - 5,965,289 16,322,217
Buildings 17,021,828 17,804,541 5,995,530 6,184,366 23,017,358 23,988,907
Equipment 8,542,651 7,061,119 1,183,982 1,229,666 9,726,633 8,290,785
Infrastructure 93,142,860 69,645,917 842,400 873,600 93,985,260 70,519,517
Total $ 134,151,275 120,312,441 8,476,268 8,741,988 142,627,543 129,054,429

Major capital asset events during the current fiscal year included the following:
e Two major infrastructure upgrades to include streets, sidewalks, and storm water drains totaled
$29,245,915 with decreases of $11,010,042 in construction in progress.
e Equipment purchases totaled $3,195,053; however, depreciation costs and disposals resulted in
an increase from the prior year in the amount of $1,435,848.

Long-Term Liabilities
At the end of the current fiscal year, the City had total long-term liabilities outstanding of $19,957,420. The
total increase in long-term liabilities in the amount of $751,970 is primarily due to the increase in net pension

liability. Additional information on the City's long-term liabilities can be found in Note 3.J. of the basic
financial statements.

Long Term Liabilities

Governmental Activities Business-type Activities Total
2020 2019 2020 2019 2020 2019
Alaska clean water loans 3$ - - 2,831,596 3,218,682 2,831,596 3,218,682
Self-Insurance losses 556,258 468,914 - - 556,258 468,914
Net OPEB liability 25,403 489,783 - - 25,403 489,783
Net pension liability 16,544,163 15,028,071 - - 16,544,163 15,028,071
Total $ 17,125,824 15,986,768 2,831,596 3,218,682 19,957,420 19,205,450
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

On December 14, 2020, City Council passed Ordinance No. 6145 As Amended adopting the 2021 budget
for the general fund. The original budget projects revenues and other financing sources to be $35,929,568
and expenditures in the amount of $35,679,256 increasing fund balance by $250,312.

On February 22, 2021, Ordinance No. 6148 was passed. This ordinance ratified a collective bargaining
agreement between the City of Fairbanks and the International Brotherhood of Electrical Workers Local
1547. This three-year contract had a total cost of $441,080.

On March 22, 2021, Ordinance No. 6149 As Amended was passed. This ordinance amended the 2021
operating budget for the general fund by increasing revenues in the amount of $173,150, increasing other
financing sources by $1,434,919, and increasing expenditures in the amount of $596,134. This ordinance
also amended the 2021 capital fund budget by increasing other financing sources by $1,508,135 and
increasing expenditures in the amount of $2,143,735.

On March 11, 2021, the American Rescue Plan Act of 2021 (ARPA) was signed into law. ARPA will provide
the City with federal funds totaling $6.41 million to be spent by the end of calendar year 2024. The Funds
can be used for revenue replacement, relative to revenues collected in the most recent fiscal year prior to
the COVID-19 public health emergency.

The City’s greatest challenge is adoption of new sources of revenue to allow collection of the total revenue
allowed by the City’s Charter. Any new or additional sales tax levied, other than hotel/motel, alcohol, tobacco,
and marijuana, must be approved by the voters in a general election.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of Fairbanks finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided in this
report or request for additional information should be addressed to the Finance Department, City of
Fairbanks, 800 Cushman Street, Fairbanks, Alaska 99701-4615.

M-10



BASIC FINANCIAL STATEMENTS AND
REQUIRED SUPPLEMENTARY INFORMATION (RSI)
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Schedule of Proportionate Share of Net OPEB Liability

Schedule of Contributions- Public Employees Retirement System - OPEB Plan

Schedule of Contributions

Notes to Required Supplementary Information



CITY OF FAIRBANKS




BASIC FINANCIAL STATEMENTS

Government-wide Financial Statements
The government-wide financial statements consolidate and report on
all of the City’s nonfiduciary financial activities on an accrual basis of
accounting. These statements have separate columns for the City’s
governmental activities and its business-type activities.

Fund Financial Statements
The fund financial statements report the City’s financial position and
operations by governmental funds and proprietary funds.
Governmental funds are accounted for on a modified accrual basis
of accounting. Proprietary funds are accounted for on an accrual
basis of accounting. In addition, the governmental fund statements
are reconciled to the governmental activities columns of
government-wide financial statements.

Notes to Financial Statements
The notes to the financial statements provide a summary of
significant accounting policies and other disclosures required for a
fair presentation of the basic financial statements.
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CITY OF FAIRBANKS, ALASKA

Statement of Net Position

December 31, 2020

ASSETS

Equity in central treasury
Restricted cash and cash equivalents
Investments, restricted
Accounts receivable (net)
Internal balances
Inventory
Prepaid expenses
Noncurrent receivables
Capital assets
Non-depreciable
Construction in progress
Depreciable, net of accumulated
depreciation
Net OPEB asset
Total assets

DEFERRED OUTFLOWS OF RESOURCES

Total assets and deferred outflows
of resources

LIABILITIES

Accounts payable and other current
liabilities
Unearned revenue
Pollution remediation obligation
Other liabilities
Due within one year
Due in more than one year
Total liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION

Net Investment in capital assets
Expendable restricted for:

Law enforcement

Subsequent year transfers
Nonexpendable restricted for:

Permanent fund investment
Unrestricted

Total net position

Total liabilities, deferred inflows of
resources and net position

Governmental Business-type

Activities Activities Total
$ 28,359,819 313 28,360,132
8,564,903 - 8,564,903
135,935,782 - 135,935,782
3,207,204 467,062 3,674,266
136,525 (136,525) -
1,453,166 - 1,453,166
578,793 - 578,793
2,000,000 2,831,596 4,831,596
9,478,647 454,356 9,933,003
5,965,289 - 5,965,289
118,707,339 8,021,912 126,729,251
1,459,451 - 1,459,451
315,846,918 11,638,714 327,485,632
2,076,225 - 2,076,225
$ 317,923,143 11,638,714 329,561,857
$ 2,395,140 18,750 2,413,890
875,161 2,235 877,396
483,546 - 483,546
1,917,974 387,086 2,305,060
17,125,824 2,831,596 19,957,420
22,797,645 3,239,667 26,037,312
1,164,773 - 1,164,773
134,151,275 8,476,268 142,627,543
36,549 - 36,549
5,833,254 - 5,833,254
138,287,704 - 138,287,704
15,651,943 (77,221) 15,574,722
293,960,725 8,399,047 302,359,772
$ 317,923,143 11,638,714 329,561,857

See accompanying notes to the basic financial statements
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CITY OF FAIRBANKS, ALASKA

Statement of Activities

For the Year Ended December 31, 2020

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Operating Capital Grants
Charges Grants and and Governmental Business-Type
Functions/Programs Expenses for Services  Contributions Contributions Activities Activities Total
Governmental Activities:
General government $ 33,035,584 2,056,572 16,218,225 18,818,977 4,058,190 - 4,058,190
Public safety 15,916,784 3,257,034 838,570 723,631 (11,097,549) - (11,097,549)
Public works 10,170,265 2,237,168 259,746 692,732 (6,980,619) - (6,980,619)
Building inspections 616,109 583,077 - - (33,032) - (33,032)
Total governmental activities 59,738,742 8,133,851 17,316,541 20,235,340 (14,053,010) - (14,053,010)
Business-type activities:
Municipal Utilities System 76,884 396,900 - - - 320,016 320,016
Fairbanks Transportation Center 408,051 141,431 - - - (266,620) (266,620)
Total business-type activities 484,935 538,331 - - - 53,396 53,396
Total $60,223,677 8,672,182 17,316,541 20,235,340 (14,053,010) 53,396 (13,999,614)
General Revenues:
Property tax 15,698,033 - 15,698,033
Hotel motel tax 1,473,829 - 1,473,829
Alcohol beverage tax 2,346,009 - 2,346,009
Tobacco tax 850,381 - 850,381
Marijuana tax 1,440,964 - 1,440,964
Gasoline tax 105,973 - 105,973
Unrestricted shared revenue 823,208 - 823,208
Investment income 14,830,100 - 14,830,100
Interest income 209,749 17 209,766
Miscellaneous 284,944 - 284,944
Transfers - internal activity 186,900 (186,900) -
Total general revenues and transfers 38,250,090 (186,883) 38,063,207
Change in net position 24,197,080 (133,487) 24,063,593
Net position - beginning 269,763,645 8,532,534 278,296,179
Net position- ending $ 293,960,725 8,399,047 302,359,772

See accompanying notes to the basic financial statements
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CITY OF FAIRBANKS, ALASKA
Governmental Funds
Balance Sheet
December 31, 2020

Other Total
Grants & Governmental Governmental
General Permanent Contracts Funds Funds
ASSETS
Equity in central treasury $ 12,732,158 - - 13,948,795 26,680,953
Restricted cash and cash equivalents 100 8,009,633 518,621 36,549 8,564,903
Restricted investments - 135,935,782 - - 135,935,782
Receivables (net of allowance
for uncollectibles) 4,086,895 289,579 830,716 - 5,207,190
Prepaid assets 39,559 - - 539,234 578,793
Due from other funds 1,633,828 - - - 1,633,828
Total assets $ 18,492,540 144,234,994 1,349,337 14,524,578 178,601,449
LIABILITIES
Accounts payable $ 2,171,670 - 45,703 150,470 2,367,843
Deposits 27,297 - - - 27,297
Unearned revenue 486,605 - 388,556 - 875,161
Due to other funds - - 915,078 461,414 1,376,492
Total liabilities 2,685,572 - 1,349,337 611,884 4,646,793
DEFERRED INFLOWS OF RESOURCES 2,259,027 114,036 - - 2,373,063
FUND BALANCES
Nonspendable 39,559 - - 539,234 578,793
Restricted - 144,120,958 - 36,549 144,157,507
Committed 250,000 - - 4,555,589 4,805,589
Assigned 382,563 - - 9,339,896 9,722,459
Unassigned 12,875,819 - - (558,574) 12,317,245
Total fund balances 13,547,941 144,120,958 - 13,912,694 171,581,593
Total liabilities, deferred inflows,
and fund balances $ 18,492,540 144,234,994 1,349,337 14,524,578 178,601,449

See accompanying notes to the basic financial statements
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CITY OF FAIRBANKS, ALASKA
Reconciliation of the Governmental Funds Balance Sheet
to