





















































e Non-areawide services provided by the Borough include fire protection, hospital services, emergency
medical and ambulance services, recreation, senior citizen funding, road maintenance, economic
development, tourism promotion, and special assessment authority for utility extensions and road
improvement districts.

e The Borough also has non-areawide powers of port and harbor that are authorized but not exercised.
School District
The Kenai Peninsula Borough School District is a component unit of the Borough. The School District has its own
elected board which is responsible for setting policy and expenditure appropriations. More information regarding the

School District is available at their website, www.kpbsd.k12.ak.us or can be obtained from them at 148 North Binkley
St., Soldotna, AK 99669.

The Borough does assume various funding responsibility for the School District. State of Alaska statutes require the
Borough to contribute to the School District a minimum contribution in an amount equal to 2.65 mills of the real and
true assessed value of property. The State has also established a maximum contribution, which is equal to the
minimum contribution plus 23% of basic need. Basic need is defined as total of the adjusted average daily
membership times the base student allocation. For FY13, the Borough's proposed contribution is $43,000,000; the
cap amount is $44,454,384. The Borough’s sales tax revenue is estimated to fund $30,064,593 of that amount; the
balance or $12,935,407 will come from other sources including property taxes and interest earnings.

The Borough is also responsible for the construction and capital improvement of all facilities used by the School District
as well as the issuance and repayment of school construction debt.

Total funding for schools for FY13 is $46,621,245, an amount equal to 64% of the Borough’s General Fund budget.
The Budget Process

The annual budget, which includes both operating and capital budgets, is the mechanism through which the Borough
Assembly establishes the appropriations for the Borough. Ordinance 2012-19, a copy of which is included on pages
30 - 32, authorizes spending for the operating and capital budgets indicated in this document. The appropriations are
by the fund level for operating funds and at the project level for capital funds.

Basis of Accounting & Budgeting

The basis of budgeting is explained here to assist readers of the budget document, and to provide a bridge between
the budget presentation in this document and the accounting presentation in the Comprehensive Annual Financial
Report (CAFR).

The Borough’s governmental funds consist of the General Fund, Special Revenue Funds, Debt Service Funds, and
Capital Project Funds. Governmental fund budgets are developed using the modified accrual basis of accounting.
Under this basis, revenues are estimated for the fiscal year if they are susceptible to accrual, e.g. amounts can be
determined and will be collected within the current period. Principal and interest on general long-term debt are
budgeted as expenditures when due, whereas other expenditures are budgeted for liabilities expected to be incurred
during the current period.

The Borough’'s budgets are prepared and adopted on a basis consistent with Generally Accepted Accounting
Principles (GAAP) for all governmental funds and proprietary funds except capital project funds, which are adopted on
a project length basis and the Solid Waste Special Revenue Fund, which is prepared on a budgetary basis. The
Borough utilizes encumbrance accounting for its governmental fund types under which purchase orders, contracts and
other commitments are recorded in order to set budget aside for that specific use. Encumbrances lapse and are
automatically reappropriated and reencumbered as part of the subsequent year's budget. Encumbrances are
recognition of commitments that will subsequently become expenditures when the goods or services are received.

The Proprietary Funds (Internal Service) budgets use a different budgetary basis from their accounting basis.
Proprietary Funds use the accrual basis of accounting; however, their budgets more closely follow the modified accrual
method used for governmental funds. For example, the proprietary fund budgets include capital outlay amounts for the
initial purchase of fixed assets, but do not include budget amounts for depreciation of those fixed assets. For the
CAFR, capital outlays are not recognized but depreciation is.


http://www.kpbsd.k12.ak.us/







Powers of the Kenai Peninsula Borough

The Assembly of the Kenai Peninsula Borough has provided the funding for the services and programs it has
determined to be a priority in this budget. The left hand column (title Power) provides the legal authority for the

governing body to exercise its appropriation and prioritization authority.

The right hand column (titled

Department), are the departments where the appropriation amount and the expenditure authority can be found

that reflect the governing body’s priorities.

Date of Statutory Method of
Power Acquisition Reference Acquisition Department(s)
Mandatory Area wide Powers
Public Schools 01/01/64 AS 29.35.160 Mandated Education
Assessment & Collection of Taxes 01/01/64 AS 29.45 Mandated Assessing/Finance
Planning, Platting, Land Use 01/01/64 AS 29.40 Mandated Planning/Land Mgmt
Acquired Area wide Powers
Solid Waste 05/21/74 AS 29.48.020 Ordinance Solid Waste
Postsecondary Funding 10/02/90 KPB 5.24.10 Election Non-Departmental
Senior Citizen Funding 10/01/85 KPB 5.21.010 Election Non-departmental
E911 Call taking 04/03/01 AS 29.5.130 Ordinance Mayor’s Office
KPB 2.60.40
Transportation 09/26/00 AS 29.35.210(b)(1) Ordinance Non-departmental
KPB 13.10
Acquired Service Area Powers
Emergency Services Various AS 29.35.450 Election Emergency
Operations
Road Construction & Maintenance 10/06/81 AS.29.35.490 Election Roads
KPB 16.41
Hospital 04/08/69 AS 29.35.450 Election Mayor
Recreation 07/30/74 AS 29.35.450 Election Parks & Recreation
KPB 16.16
Acquired Non-Area wide Powers
Tourism Promotion 05/15/90 AS 29.35.210(8) Ordinance Non-departmental

KPB 19.10



Fund Structure

The accounts of the Borough are organized on the basis of funds and account groups, each of which is considered a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures,
or expenses, as appropriate. Government resources are allocated to and accounted for in individual funds based
upon the purposes for which they are to be spent and the means by which spending activities are controlled. The
various funds are grouped in this report into six generic fund types and three broad fund categories as follows:

GOVERNMENTAL FUNDS

General Fund (100): The General Fund is the general operating fund of the Borough. This fund accounts for all
transactions not recorded in other funds and receives financial support from such sources as general property
taxes, sales taxes, fees and intergovernmental revenues. Expenditures are authorized in the general budget and
include such areas as administration, assessing, emergency management, river center, senior citizen funding,
and planning and zoning.

Special Revenue Funds (200-299, 600-601): Special revenue funds are used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specific purposes. State grants, education,
fire and emergency medical service areas, a road service area, two road improvement funds, two recreation
service area funds, the Land Trust Fund, the School Fund, the Nikiski Senior Service Area Fund, the 911
Communication Fund, the Central Kenai Peninsula Hospital Service Area, and the South Kenai Peninsula
Hospital Service Area are included in the special revenue funds.

Debt Service Funds (300-399): The debt service funds are used to account for the payment of principal and
interest on general obligation debt incurred to finance construction. Each bond issue is accounted for in a
separate fund, but these separate funds are included in the budget document as one fund since the appropriation
is for the single purpose of debt service on general obligation bonds.

Capital Projects Funds (400-499): Capital projects funds account for financial resources used for the acquisition
or construction of capital projects.

PROPRIETARY FUNDS

Internal Service Funds (700-799): The Borough's internal service funds (Insurance and Litigation Fund, Health
Insurance Reserve Fund and the Equipment Replacement Fund) are used to account for the financing of goods
and services provided to other departments of the Borough. The Insurance and Litigation fund provides the
insurance requirements of the Borough and is financed through interfund charges. The Equipment Replacement
Fund is used to finance the major purchases of user departments. The departments are charged an annual fee
over the expected life of the vehicle or piece of equipment. This manner of financing major purchases eliminate
the substantial impact such purchases would otherwise have on annual operating budgets.

FIDUCIARY FUNDS

Agency Funds (800-899): The Borough maintains two Agency Funds. One of the funds, the Tax Agency Fund,
is used to account for resources received by the Borough as an agent for other governmental units. The Borough
is responsible for the collection and disbursement of taxes levied by the cities located within the Borough. These
cash receipts and disbursements are recorded in the Tax Fund. The second agency fund, Special Assessment
Agency Fund, was established to account for monies collected from property owners by the Borough for the
construction of natural gas pipeline distribution systems and road improvements, which benefits these property
owners.

FUNDS OMITTED FROM THE BUDGET

Funds that are included in our audited financial statements but not included in this budget document are the
Environmental Protection Program fund, the Local Emergency Planning Committee fund and the Miscellaneous
Grants fund as they are budgeted on a project length basis and funding is dependent on outside agencies.



Financial Policies

The financial policies establish the framework for overall fiscal planning and management and sets forth guidelines
for both current and long-term planning. These policies are reviewed annually to assure the highest standards of
fiscal management. The Mayor and the Department Director’'s have the primary role of reviewing financial actions
and providing guidance on financial issues to the Borough Assembly.

Overall Goals

The overall financial goals underlying these policies are:

1.

Fiscal Conservatism: To ensure that the Borough is in a solid financial condition at all times. This can be

defined as:
A. Cash Solvency — the ability to pay bills
B. Budgetary Solvency — the ability to balance the budget
C. Solvency — the ability to pay future costs
D. Service Level Solvency — the ability to provide needed and desired services

Flexibility: To ensure that the Borough is in a position to respond to changes in the economy or new
service challenges without an undue amount of financial stress.

Adherence to the Highest Accounting and Management Practices: As set by the Government Finance
Officers’ Association (GFOA) standards for financial reporting and budgeting, the Governmental Accounting
Standards Board, and other professional standards.

Based on the overall goals listed above the following Financial Policies are provided:

1. Operating Budget Policies

The budget is a plan for allocating resources. The objective is to enable service delivery with allocated
resources. Services must be delivered to the citizens at a level that will meet real needs as efficiently and
effectively as possible.

The Borough’s goal is to pay for all recurring expenditures with recurring revenues and to use non-
recurring revenues for non-recurring expenditures.

It is important that a positive undesignated fund balance and a positive cash balance be shown in all
governmental funds at the end of each fiscal year.

When deficits appear to be forthcoming within a fiscal year, spending during the fiscal year must be
reduced sufficiently to create a positive undesignated fund balance and a positive cash balance.

The budget must be structured so that the Assembly and the general public can readily establish the
relationship between expenditures and the achievement of service objectives.

The individual department budget submissions must be prepared with the basic assumption that the
Assembly will always attempt to maintain the current tax rates.

The budget will provide for adequate maintenance of capital plant and equipment and for its orderly
replacement.

The Borough will develop and annually update a long-range (three to five years) financial forecasting
system, which will include projections of revenues, expenditures, and future costs and financing of
capital improvements that are included in the capital budget.

A balanced budget is defined as revenues, including the use of fund balance as a revenue source,
equaling expenditures as long as fund balance remains within fund balance policy limits.



Debt Policies

The Borough will not fund current operations from the proceeds of borrowed funds.

The Borough will consider short-term borrowing or lease/purchase contracts for financing major
operating capital equipment when the Finance Director, along with the Borough’s Financial Advisor,
determines that this is in the Borough'’s best financial interest. Lease/purchase decisions should have
the concurrence of the appropriate operating Manager.

When the Borough finances capital projects by issuing bonds, it will repay the debt within a period not to
exceed the expected useful life of the project.

The Borough will maintain good communication about its financial condition with bond and credit
institutions.

The Borough will follow a policy of full disclosure in every annual financial statement and bond official
statement.

The Borough will avoid borrowing on tax anticipation and maintain an adequate fund balance.
The Borough will endeavor to maintain a minimum bond rating for all debt issues of A or better by
Moody’s and Standard & Poor’s rating agencies. Credit enhancements will be used to achieve higher

ratings when there is an economic benefit.

The Borough does not have a debt limit.

Revenue Policies

The Borough will try to maintain a diversified and stable revenue structure to shelter it from short-run
fluctuations in any one-revenue source.

The Borough will attempt to maintain a diversified and stable economic base by supporting policies that
promote tourism, agriculture, commercial, and industrial employment.

The Borough will estimate its annual revenues by an objective, analytical process.

The Borough, where possible and reasonable, will institute user fees and charges for specialized
programs and services. Rates will be established to recover operational, as well as capital or debt
service costs.

The Borough will regularly review user fee charges and related expenditures to determine if pre-
established recovery goals are being met.

The Borough should routinely identify governmental aide funding possibilities. However, before applying
for and accepting intergovernmental aide, the Borough will assess the merits of a particular program as
if it were funded with local tax dollars. Local tax dollars will not be used to make up for losses of
intergovernmental aide without first reviewing the program and its merits as a budgetary increment.

Investment Policies

The Borough will maintain an investment policy based on the Government Finance Officers Association
(GFOA) model investment policy.

The Borough will conduct an analysis of cash flow needs on an ongoing basis. Disbursements,
collections, and deposits of all funds will be scheduled to ensure maximum cash availability and
investment potential.



The Borough will invest public funds in a manner that will best meet the objective specified in Chapter
5.10.010 of the Borough code of Ordinances. The relative order of importance are as follows; safety of
principal, maintaining sufficient liquidity to meet the borough’s cash flow requirements, and achieving a
reasonable market rate of return.

Accounting, Auditing and Reporting Policies

The Borough will establish and maintain a high standard of accounting practices in conformance with
Generally Accepted Accounting Principals (GAAP).

The accounting system will maintain records on a basis consistent with accepted standards for
government accounting according to the Government Accounting Standards Board (GASB).

An independent firm of certified public accountants will perform an annual financial and compliance
audit and will publicly issue an opinion, which will be incorporated into the Comprehensive Annual
Financial Report (CAFR).

The Borough will annually strive for the GFOA Certificate of Achievement for Excellence in Financial
Reporting and the GFOA Distinguished Budget Presentation Award.

Capital Budget Policies

The Borough will make all capital improvements in accordance with an adopted capital improvements
program.

The Borough will develop a multi-year plan for capital improvements that considers its development
policies and links the development process with the capital plan.

The Borough will enact an annual capital budget based on the multi-year capital improvements
program.

The Borough will coordinate development of the capital improvement budget with development of the
operating budget. Future operating costs associated with new capital projects will be projected and
included in operating budget forecasts.

The Borough will maintain all its assets at a level adequate to protect its capital investments and to
minimize future maintenance and replacement costs.

Fund Balance Policy

The Borough will maintain the fund balances and retained earnings of the various Borough operating
funds at levels sufficient to maintain the borough’s creditworthiness, liquidity needs, and to provide
financial resources for unforeseeable emergencies.

The Borough will not approve an appropriation from the general fund that would cause the undesignated
general fund balance to be less that the minimum undesignated fund balance, except in an emergency
expenditure or a major capital purchase.
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FY2013 Budget Calendar

November 2011

07 Begin tentative budget calendars development - Coordinate
Assembly/Mayor/Departments and Service Areas.

15 Meet with Mayor regarding budget calendar.

15 Calculate preliminary wage scale, benefits and insurance estimates for new year.

29 Meet with the Mayor regarding budget guidelines.

29 Load current year budget information into budget excel spreadsheets and

personnel information into budgeting system and worksheets.

Send notice of kickoff meeting and request staffing change information for the new

year.

30

December 2011

07 Due date for staffing change information from departments.

12 Update personnel budget information in budgeting system.

17 Update budget preparation instructions, guidelines and forms to be used in
submitting budget requests.

January 2012

04 Get preliminary assessed value estimates from Assessor.

07 Send budget calendars to all Departments and Service Areas (budget kickoff
meeting, Mayor’s budget review meetings, due dates, Assembly meeting), budget
preparation instructions, preliminary personnel budgets, timetables, Mayor’s
Guidelines Memo and budget forms to all department heads and administrators.

10 Budget kickoff meeting: Mayor/Department heads/Service Area Administrators.

10 Internal budget development process begins.

10-31 Finance Director/Controller/Planning Manager meet with Service Area Boards to
provide results of operation of prior year activity, fund balance information and to
discuss their 10-year CIP needs and projections.

11 Provide final Personnel/Benefits and insurance costs to departments and Service
Areas.

27 Department budgets submitted to Finance, including department function page
(mission, program description, major long term issues and concerns, current year
accomplishments, new initiatives, and performance measures) and inventory of
rolling stock, travel requests, budget detail, and capital project requests.

February 2012

01-29 Review department budget requests. Prepare packets for meetings with the Mayor
and his administrative staff.

01-29 Update other budget document information — revenue sources, chart of accounts,
personnel charts, financial policies, etc.

14 Joint budget work session with Assembly, Mayor and School district Board
Members.

23-29 Begin department budget review meetings with Mayor & administers.

March 2012

01 Real Property assessment notices mailed.

05-09 Department budget review meetings with Mayor and administrators.

13 Joint budget work session with Assembly & Borough administration

05 Service Area Board approved budget requests submitted to Finance.

05-19 Review Service Area budget requests and get packets ready for preliminary budget
review meeting with the Mayor and his administrative Staff.

26 Obtain current projected revenue information from outside sources.

19-26 Service Area Budget review meetings with Mayor and administrators.

April 2012

01-27 Prepare preliminary budget document for printing and update minimum/maximum
fund balance ranges for all funds.

02 School Board meeting — budget approval.

11 Conduct system input training for administrative assistants.

17-26 Review draft of preliminary budget document.

16 FY2013 Appropriating Ordinance to assembly packet.

17 School district presents proposed budget to Assembly

27 Preliminary budget completed and to the printer.

27 Complete input of budget into budgeting system.

30 Resolution setting school local effort amount to Assembly packet
May 2012

01 Mayor’s proposed budget documents presented to the Assembly.
01 Introduce appropriating ordinance.

15 Public hearing on FY2013 budget.
21 Resolution setting the mill levy to the Assembly packet.

June 2012

01 Assessor certifies final assessment roll

05 Public hearing and final adoption of budgets and setting of mill rates.
06-18 Update budget document to reflect final adopted budget.

18 Roll FY2013 budget into financial system

27 Finalize budget document for publication.

29 Distribute published budaet document.
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Introduced by: Mayor

Date: 05/01/12
Hearings: 05/15/12 & 06/05/12
Action: Postponed Until 06/05/12
Date: 06/05/12
Action: Enacted as Amended
Vote: 9 Yes, 0 No, 0 Absent

KENAI PENINSULA BOROUGH
ORDINANCE 2012-19

AN ORDINANCE APPROPRIATING FUNDS FOR FISCAL YEAR 2013

WHEREAS, Alaska Statute 29.35.100 and KPB 05.04.020 require that the mayor present a
budget proposal to the assembly for the next fiscal year during or prior to the
eighth week preceding the first day of the fiscal year; and

WHEREAS, the assembly is empowered with making appropriations for the General Fund, the
Special Revenue Funds, the Debt Service Funds, the Capital Projects Funds, the
Enterprise Funds, and the Internal Service Funds of the borough;

NOW, THEREFORE, BE IT ORDAINED BY THE ASSEMBLY OF THE KENAI
PENINSULA BOROUGH:

SECTION 1. That $72,929,528 is appropriated in the General Fund for the fiscal year
beginning July 1, 2012 and ending June 30, 2013 as follows:

General Government Operations $17,157,799
Transfer to School District for Operations and In-kind Services 43,000,000
Transfer to School Debt Service 2,571,245
Transfer to Special Revenue Funds:
Solid Waste 8,043,557
Post Secondary Education 667,189
Land Trust Fund 57,692
911 Communications Fund 329,065
Nikiski Senior Service Area 52,981
Transfer to Capital Projects Funds:
School Revenue 1,050,000

SECTION 2. The following is appropriated to the school fund from local sources for
operations purposes and in-kind services:

A. Local Effort $33,806,586
B. Maintenance s 7,038,861
C. School District Utilities 81,145
D. School District Insurance 1,884,254
E. School District Audit 60,000
Kenai Peninsula Borough, Alaska New Text Underlined; [DELETED TEXT BRACKETED] Ordinance 2012-19
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SECTION 3.

SECTION 4.

SECTION 5.

SECTION 6.

SECTION 7.

SECTION 8.

129,154
$ 43,000,000

F. Custodial Services
Total Local Contribution per AS 14.17.410

Disbursements from Section 2 item (A) shall be made monthly, and only as
needed to supplement other revenues available and received by the school
district to fund the operations portion of the school district budget. Any
available balance remaining at the end of the fiscal year shall then be disbursed
to the school district, provided that the total amount disbursed shall not exceed
the amount allowed under AS 14.17.410 as determined after actual enrollment
numbers are known.

That the appropriations for the Special Revenue Funds for the fiscal year

beginning July 1, 2012 and ending June 30, 2013 are as follows:

Nikiski Fire Service Area $4,093,126
Bear Creek Fire Service Area 382,011
Anchor Point Fire and Emergency Medical Service Area 579,093
Central Emergency Service Area 7,921,471
Central Peninsula Emergency Medical Service Area 8,716
Kachemak Emergency Service Area 907,770
Seward Bear Creek Flood Service Area 263,597
911 Communications 1,904,300
Kenai Peninsula Borough Road Service Area 6,255,036
Engineer’s Estimate Fund 2,000
North Peninsula Recreation Service Area 1,601,493
Seldovia Recreation Service Area 42,189
Post-Secondary Education 667,189
Land Trust 1,128,756
Nikiski Senior Service Area 273,210
Solid Waste 9,036,945
Central Kenai Peninsula Hospital 3,846,139
South Kenai Peninsula Hospital 3,541,916

That $2,571,245 is appropriated in the School Debt Service Fund for the fiscal

year beginning July 1, 2012 and ending June 30, 2013.

That $1,881,950 is appropriated in the Solid Waste Debt Service Fund for the

fiscal year beginning July 1, 2012 and ending June 30, 2013.

That $190,378 is appropriated in the Central Emergency Services Debt Service
Fund for the fiscal year beginning July 1, 2012 and ending June 30, 2013.

That $3,625,975 is appropriated in the Central Kenai Peninsula Hospital Service
Area Debt Service Fund for the fiscal year beginning July 1, 2012 and ending

June 30, 2013.

Ordinance 2012-19
Page 2 of 4
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SECTION 9.

SECTION 10.

SECTION 11.

SECTION 12.

SECTION 13.

SECTION 14.

That $1,986,872 is appropriated in the South Kenai Peninsula Hospital Service
Area Debt Service Fund for the fiscal year beginning July 1, 2012 and ending
June 30, 2013.

That appropriations for the Capital Projects Funds for the fiscal year beginning
July 1, 2012 and ending June 30, 2013 are as follows:

School Revenue $1,050,000
Solid Waste 70,000
General Government 376,059
Service Areas:
Nikiski Fire 95,000
Anchor Point Fire and Emergency 60,000
Central Emergency 832,800
Kachemak Emergency 30,000
North Peninsula Recreation 20,000
South Kenai Peninsula Hospital 1,365,497

That appropriations for the Internal Service Funds for the fiscal year beginning
July 1, 2012 and ending June 30, 2013 are as follows:

Insurance and Litigation $3,427,581
Health Insurance Reserve 6,178,536
Equipment Replacement 700,000

That the FY2013 budget of the Kenai Peninsula Borough, as submitted to the
Assembly on May 1, 2012, is incorporated as a part of this ordinance to
establish the appropriations assigned to the various departments and accounts
and the positions authorized therein.

That funds reserved for outstanding encumbrances as of June 30, 2012 are
reappropriated for the fiscal year beginning July 1, 2012 and ending June 30,
2013.

That this ordinance takes effect at 12:01 a.m. on July 1, 2012.

ENACTED BY THE ASSEMBLY OF THE KENAI PENINSULA BOROUGH THIS 5STH

DAY OF JUNE, 2012.

ATTEST:
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Gagyliriopp, At&{sembly President
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