
ASSEMBLY FINANCE COMMITTEE
THE CITY AND BOROUGH OF JUNEAU, ALASKA

Wednesday, December 13, 2017, 5:30 PM.
Assembly Chambers

I. CALL TO ORDER

II. ROLL CALL

III. APPROVAL OF MINUTES

a. Minutes from the November 8, 2017 to be presented January 10, 2018 for approval.

IV. ITEMS FOR DISCUSSION

a. Juneau School District - FY18 Budget Update
b. Riverview Senior Assisted Living Project Update
c. CBJ Cold Weather Emergency Shelter Operations
d. Senior Tax Exemption Overview - Update
e. Ordinance 2017-06(X) - An Ordinance Appropriating the Sum of $250,000 as Funding for the

Manager's Office Operating Budget; Funding Provided by the Sales Tax Fund's Fund Balance

V. SUPPLEMENTAL MATERIALS

a. School District Letter of December 13, 2017 - FY2018 Budget Updates

VI. EXECUTIVE SESSION

a. Employee Contract Negotiations

VII. NEXT MEETING DATE

a. Wednesday, January 10, 2018

VIII. ADJOURNMENT

ADA accommodations available upon request: Please contact the Clerk's office 72 hours prior to any meeting so arrangements can be made to have a sign
language interpreter present or an audiotape containing the Assembly's agenda made available. The Clerk's office telephone number is 586-5278, TDD 586-
5351, e-mail: city.clerk@juneau.org
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City and Borough of Juneau
ASSEMBLY FINANCE COMMITTEE

Juneau School District FY18 Budget Update
December 13, 2017

Issue: FY2018 school enrollment will be below the level used to determine the
Juneau School District (JSD) funding for the FY18 Approved school budget. This will
result in lower state revenue and a reduction in the minimum required local
contribution that CBJ can fund.

Current Status:
JSD is finalizing enrollment numbers. Attached is a memo detailing current
enrollment counts versus budgeted/projected amounts. It is estimated that SOA
Foundation funding will be reduced around $726,000 and CBJ required contribution
lowered by $167,000 for an estimated total change of $893,000,

Updated numbers will be available after JSD board meeting on Dec. 12.

Recommendation:
The CBJ Finance Director recommends that the assembly reduce the JSD budget
appropriation for state revenues by the amount determined at the Dec. 12 meeting.
The CBJ funding can also be reduced or JSD may recommend that the $167,000 of
funding originally directed for core education be reallocated to other needs.

Finance committee guidance is needed for developing the necessary de-
appropriating ordinances.
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City and Borough of Juneau
FINANCE DEPARTMENT

CBJ Evaluating Financial Backing for SCSSI Senior Housing Project
November 20, 2017

Issue:
Should the CBJ provide financing/credit support to the Riverview Senior Community Assisted Living
Housing Development?  The estimated amount of financing is $26million.  This could consist of
providing CBJ credit/financial commitment to support the project (be up to 100% liable for debt
service payments in the event of the facility having financial operating deficits).

In order for CBJ to back SCSSI project debt we must not be in conflict with:
AS 37.10.085 - Financial aid to corporations by state or political subdivision -
(a) Except as provided in AS 14.40.458, (c) or (d) of this section, or AS 37.10.089, neither the state
nor a political subdivision of the state may
(2) lend its credit for the use of a corporation;

The facts underlying the SCSSI’s, a non-profit corporation, request for CBJ to “back” the debt
financing for the senior assisted living project appears to require CBJ “to lend its credit” to allow
financing.  If so, this action would be in conflict with AS 37.10.

Background:
In reviewing the issue of AS37.10 limitations we reviewed a previous situation where CBJ was
involved in debt financing transactions for Wildflower Court (WC), a local non-profit nursing home
facility.  The facts supporting this are:

1. WC (formerly St Ann’s Care Center) was an existing business generating sufficient revenues
to pay operating costs and debt service.  The first debt financing in 1999, to build a new
facility, was sold directly to the financial markets with no recourse to CBJ if WC failed to
make debt service payments.  A refinancing took place 2012, via the Alaska Municipal Bond
Bank (AMBB), and WC had successfully been paying their debt service for 12 years. The
objective of the CBJ financing role, in both financings, was to allow WC to utilize CBJ’s tax-
exempt financing.  CBJ acted as a “conduit” to tax exempt debt versus lending our credit.

2. CBJ owned the property upon which the WC building was to be built. CBJ entered into a 35
year land lease with WC.

Both CBJ Law and bond counsel agree the facts underlying the WC financing were not in conflict
with AS 37.10 and CBJ was able to provide our tax exempt interest financing status.

Current Status:
The proposed SCSSI project is a “Greenfield” development. Meaning you are constructing a new
facility and starting a new business.  There are significant construction and operating unknowns.
Given that there is no senior assisted living business operating history, it is a reasonable assumption
that CBJ may be required to cover some (up to all) of the annual debt service costs.  The objective of
financing the project with revenue bonds having no recourse to CBJ is not available.

1. The Finance Director has been researching the option of applying to the AMBB about
willingness to finance this project via revenue bonds.  If successful this option would require a
signed loan agreement between CBJ and AMBB that provides for “recourse” to CBJ funds not
restricted to just the revenue of the housing project.  Given the reasonable assumption that the
project financial operations may be unable to fully fund annual debt service the legal guidance
to the Finance Director is that the situation is in essence the loaning of CBJ credit and in
conflict with AS 37.10.  Financing the project via revenue bonds from AMBB is not an
option.

2. CBJ does not have existing property or operating relationships with the proposed senior
housing development.
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CBJ Financial Backing of SCSSI Project Debt November 15, 2017

Page 2 of 2

Both CBJ Law and bond counsel agree the facts underlying the proposed SCSSI financing are in
conflict with AS 37.10, requiring CBJ to loan its credit.

General Obligation Bond Option:
One potential financing option that is not being proposed or requested by SCSSI is financing project
via general obligation bonds.  This approach would require CBJ to own the facility and then it could
be leased to SCSSI for operations.  A public vote would be required to authorize the sale of the GO
bonds.  If the facility was able to operate profitably the net income could be used to pay the debt
service.  CBJ would be required to identify what revenues (property tax or sales tax) would be used to
pay debt service in the event the housing project did not generate sufficient revenues.

Next Steps:
1. Communicate to the Assembly Finance Committee and SCSSI the current situation.
2. Continue to evaluate what actions CBJ can take (e.g. direct capital contributions, providing

land) to assist SCSSI is securing project financing.
3. Discuss with AMBB and State Assistant Attorney General any other financing options that

might be available or actions CBJ can take to be compliance with AS 37.10.
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Dark bars are actuals. Light bars are projections based on senior exempted
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City and Borough of Juneau
ASSEMBLY FINANCE COMMITTEE

Funding Legal Defense for CLIA Lawsuit
December 13, 2017

Issue:
CBJ continues to incur costs in defense of the lawsuit from Cruise Lines International
Association (CLIA) over our use of Marine Passenger Fees.

Current Status:
The attached schedule summarizes the appropriations and expenditures related to
the lawsuit. To date the assembly has appropriated $597,000 for the cost of legal
defense. Through October 2017 $525,000 has been spent leaving an available
balance of $72,000. It is estimated that an additional $250,000 of funding will be
needed in FY18. These funds would be appropriated as an FY18 reserve to be used
by the City Attorney at the direction of the Assembly to defend the ongoing litigation
by CLIA.

Staff has initiated the process, pending Finance Committee approval, to introduce an
appropriating ordinance at the December 18 Assembly meeting.

Recommendation:
The City Manager recommends an additional $250,000 be appropriated in FY18 of
legal defense costs.  Funding source is recommended as sales tax revenue.

The CBJ Finance Director also recommends that an additional $750,000 of sales tax
revenue/fund balance be set aside for future legal defense costs.

Finance committee guidance is needed for developing the necessary ordinance.
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$ Amount
Sales
Tax MPF Comments

Appropriated Funding

Ordinance 2015-20(AL) 50,000
Ordinance 2015-20(AV) 42,233 FY16 Supplemental
Ordinance 2016-09(G) 250,000
Ordinance 2016-09(AG) 100,000 Remaining FY17 Balance to GF
Ordinance 2017-06 250,000 FY18 Operating Budget

Subtotal Appropriations 692,233
Funds lapsed back to GF (94,944)

Net Funding Provided 597,289

Legal Expenditures

FY16 (92,233)
FY17 (255,056)

FY18 YTD October (177,938)

FY18 monthly average cost is over
$40,000.  This includes non-recurring
increase for forensic accountants.

Subtotal Expenditures (525,227)

Net Funding Available 72,062

City and Borough of Juneau

Summary of Funding and Costs for the CLIA Lawsuit vs CBJ

16-Nov-2017
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Presented by: The Manager
Introduced: 12/18/2017
Drafted by: Finance

ORDINANCE OF THE CITY AND BOROUGH OF JUNEAU, ALASKA

Serial No.  2017-06(X)

An Ordinance Appropriating to the Manager the Sum of $250,000 as
Funding for the Manager’s Office Operating Budget; Funding
Provided by the Sales Tax Fund’s Fund Balance.

BE IT ENACTED BY THE ASSEMBLY OF THE CITY AND BOROUGH OF JUNEAU,
ALASKA:

Section 1. Classification. This ordinance is a noncode ordinance.

Section 2. Appropriate. There is appropriated to the Manager the
sum of $250,000 for the Manager’s Office Operating Budget.

Section 3. Source of Funds.

Sales Tax Fund’s Fund Balance $ 250,000

Section 4. Effective Date. This ordinance shall become effective
upon adoption.

Adopted this __ day of _________, 2017.

Kendell D. Koelsch, Mayor

Attest:

Laurie J. Sica, Municipal Clerk
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