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MUNICIPALITY OF ANCHORAGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Municipality of Anchorage (Anchorage), we offer readers of Anchorage’s
Comprehensive Annual Financial Report (CAFR) this narrative overview and analysis of the
financial activities for the fiscal year ended December 31, 2004. We encourage readers to
consider the information presented here in conjunction with additional information that we have
fimished in our letter of transmittal. All monetary amounts are in thousands of dollars, unless

otherwise indicated.

Financial Highlights

The assets of Anchorage exceeded its liabilities at the end of 2004 with reported net assets
of $3,056,886.

Anchorage’s total net assets increased approximately 1.2% over the course of this year’s
operations. The total increase reflects the net asset increase of our business-type activities
of $37,762 and a decrease in net assets of our governmental activities of $2,241.

As of December 31, 2004, Anchorage’s governmental funds reported a combined ending
fund balance of $302,799, an increase of $24,175 in comparison to the prior year. Of this
total amount, $208,347 is reserved. The remaining $94,452 unreserved balance may be
legally restricted, otherwise limited as to its use, or previously designated by Assembly
action. A more detailed discussion of fund balance appears later in this report.

During the year, the business-type activities generated $223,435 in revenues, including
special items, which were offset by expenses and transfers of $185,672. During 2003,
business-type activities generated $192,257 in revenues and transfers which were offset by
expenses, including spectal items of $168,043.

During 2004, Anchorage established a formal Fund Balance Designation policy for general
fund unreserved fund balances. The policy set forth a Bond Rating Designation equal to
8.25% of general fund revenues. Additionally, the policy set forth an Operating
Fmergency Designation for general fund unreserved fund balances of the five major
general fund sub groups equal to 2.5% of general fund revenues and will subsequently be
managed within a range of 2% to 3% of general fund revenues through the annual budget
process. Unreserved general fund balance designated through the Fund Balance
Designation policy was $27,843 as of December 31, 2004, As of December 31, 2004 and
2003, general fund unreserved fund balance was 9.6% and 9.1% of general fund revenues
respectively. As of December 31, 2004, two of the five major general fund sub groups
were outside the managed range and will be adjusted through the budgetary process.
Proceeds from the 1999 sale of the Anchorage Telephone Utility were placed in the MOA
Trust Fund to provide a perpetual revenue stream for Anchorage and tax relief for its
citizens. The MOA Trust Fund is an endowment with a long-term performance focus—one
that assumes a long-term average annual investment return of 8% and a long-term average
annual inflation rate of 3%. The Trust provides revenue to general government calculated
as 5% of the average market value of the trust during the preceding five year period.
During 2003 and 2004, the MOA Trust Fund provided $6,800 and $6,600, respectively, in

- support of government services.



Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Anchorage’s CAFR. The
financial section of the annual report consists of four parts — management’s discussion and
analysis, the basic financial statements, required supplementary information, and an optional
section that presents combining statements for nonmajor governmental funds, internal service
funds, and fiduciary funds.

The basic financial statements include two kinds of statements that present different views of
Anchorage:

= The first two statements are govemment-wide financial statements that provide both
long-term and short-term information about Anchorage’s overall financial status, in a
manner similar to a private-sector business.

- The statement of net assets presents information on all of Anchorage’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in nets assets may serve as a useful indicator of whether the
financial position of Anchorage is improving or deteriorating.

- The statement of activities presents information showing how Anchorage’s net
assets changed during the most recent fiscal year. All changes in net assets are
reported as soon as the underlying event giving nse to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in
this statement on an accrual basts, with related cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of Anchorage
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 Anchorage include general govemment, fire services, police services, health
and human services, economic and community development, public transportation, public
works, education, maintenance and operations, and debt service. The business-type
activities of Anchorage include water services, wastewater services, electric generation
and distribution, port services, Municipal airport services, solid waste disposal services,
refuse collection services, Parking Authority, Cooperative Services Authority, and
Performing Arts Center. '

The government-wide financial statements include not only Anchorage itself, but also the
following discretely presented component units for which Anchorage is financially
accountable — the Anchorage School District and Anchorage Historic Properties, Inc.
Financial information for the Anchorage School District and Anchorage Historical
Properties, Inc. is reported separately from the financial information presented for the

primary government itself. The Alaska Center for the Performing Arts, Inc., Cooperative
Services Authority, Inc., and Anchorage Parking Authority, Inc., although legally



separate, function for all practical purposes as an integral part of the primary government
and therefore have been included i business-type activities as blended component umits.

The remaining statements are fund financial statements that focus on individual parts of
the local government, reporting Anchorage’s operations in more detail than the
government-wide statements. A fund is a grouping of related accounts used to maintain
control over resources segregated for specific activities or objectives. Fund accounting is
used to ensure and demonstrate compliance with finance related legal requirements.

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

term financing requirements.

Anchorage maintains twenty-three individual governmental funds, Information is
presented separately i the governmental funds balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund
balance for the general fund and MOA Trust Fund, which are considered major
funds. Information from the other twenty governmental funds is combined into a
single, aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements ¢lsewhere in

this report.

Anchorage adopts an annual appropriated budget for its general fund. A budgetary
comparison schedule has been provided for the general fund as required
supplementary information to demonstrate compliance with this budget.

- Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. Anchorage maintains two different types
of proprietary funds - enterprise funds and internal service funds.

Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. Anchorage uses enterprise
funds to account for its water services, wastewater services, electric generation,
electric transmission, electric distribution, port services, Municipal airport services,
solid waste disposal services, refuse collection services, Parking Authority,
Cooperative Services Authority, and Performing Arts Center.

Internal service funds are an accounting device used to accumulate and allocate
costs internally among Anchorage’s various functions. Anchorage uses internal
service funds to account for vehicle operations and maintenance, risk management,
self insurance, unemployment compensation, and information technology services.
Because these services predominantly benefit governmental rather than business-
type activities, they have been included within governmental activities in the



government-wide financial statements, with the exception of the portion allocated to
enterprise funds.

The proprietary fund financial statements provide separate information for the water
services, wastewater services, and electric generation/distribution services, all of
which are considered to be major enterprise funds of Anchorage. Information from
the other four proprietary enterprise funds and three blended component units is
combined into a single, aggregated presentation. Individual fund data for each of
these non-major proprietary enterprise funds is provided in the form of combining
statements elsewhere in this report. All proprietary internal service funds are
combined into a single, aggregated presentation. Individual fund data for each of
these non-major proprietary internal service funds is provided in the form of
combining statements elsewhere in this report.

- Fiduciary funds are used to account for resources held for the benefit of parties
outside the government, such as the retirement and retiree medical plans for police
and fire employees, in which Anchorage acts solely as a trustee. Fiduciary funds
are not reflected in the government-wide financial statement because the resources
of those funds are not available to support Anchorage’s own programs. The
accountmg used for fiduciary funds is much like that used for proprietary funds.

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

In addition to the basic financial statements and accompanying notes, this report also presents
required supplementary information concerning Anchorage’s disclosure of information relating
to its paved road infrastructure network accounted for under the modified approach and general
fund budgetary comparison schedule.

In addition to these required elements, the combining statements referred to earlier in connection
with non-major governmental, proprietary, and fiduciary funds are presented as supplementary
information immediately following the required supplementary information. A summary of
selected statistical information is also provided.

Government-wide Financial Analysis

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. Anchorage’s total assets exceeded liabilities by $3,056,886 and $3,021,365 at the fiscal
years ended December 31, 2004 and 2003 (reference Table A-1).

The net assets for governmental activities were $2,599,273 and $2,601,514, with $87,866 and
$100,957 classified as unrestricted deficits in 2004 and 2003 respectively. The significant
portion (95%) of Anchorage’s net assets for governmental activities reflects its investment in
capital assets such as infrastructure, land, buildings, machinery and equipment, net of the debt on



these assets. Anchorage uses capital assets to provide both present and future services to citizens
and therefore these assets are not available for future spending. Restricted Net Assets of
$214,684 and $210,665 in 2004 and 2003 respectively, result from restrictions imposed legally
or extemally by creditors, debt covenants or grantors. The deficit in unrestricted net assets
represents accrued liabilities in excess of unrestricted assets. Accrued liabilities include a
$153,919 long-term obligation for post-employment medical benefits in the Police and Fire
Retiree Medical Trust Fund which was recognized based upon a funding analysis performed in
2002. More detailed information about the Police and Fire Retiree Medical Trust Fund is
presented in Note 11, Post-Employment Health Care Benefits, in the basic financial statements.

Table A-1
Anchorage's Net Assets
{in thousands)
Governmental Business-type
activities activities Total
2004 2003 2004 20003 2004 03
Current and other assets M 447,204 F 42180 $ 265800 N 154,682 5 715,004 $ 810,570
Capital assels 2848384 2,834,653 1,115,317 1,093,445 3,663,701 3,928 098
Total assets 3,395 58% 3,250,347 1,381,117 1,288,127 4,676,705 4,544,674
Long term liabilitizs 005,913 369 8% 437,847 408,135 1,043,765 978,020
Other liabilines 90,397 85,139 435 057 460,141 576,054 545280
Total Lahilities £96,3] 3 035 033 923,504 £68 276 1619819 1,523 309
Net assets (deficit):
Invested in captial assets,
net ofrelazed debe 2472455 1,491,806 257844 277,361 2,730,299 2,769,167
Restricted 214,684 210,665 68,379 67,607 313,063 278,362
Unrestricted (37,866) {100,957} 101,390 74,793 13,524 (26,164}
Total net assets 5 25097713 § 2,601,514 § 4537613 $ 419851 by 3,036,386 $ 3,021 365

Current and other assets include $346,433 and $301,062 of cash and investments held for
govemmental activities at December 31, 2004 and 2003. Govermnmental activities long term
liabilities increased by $36,024 or approximately 6%. The increase in long term liabilities was
primarily the result of new general obligation bonds issued in the amount of $52,375 and long
term contracts issuance of $5,365 with the Alaska Municipal Bond Bank Authority, offset by
debt service payments of $27,502. Over 60% of the governmental activities long term liabilities

are general obligation bonds.

For business-type activities, unrestricted net assets of $101,390 (22%) and $74,793 (18%) may
be used to meet the ongoing needs of these organizations at December 31, 2004 and 2003
respectively. This represents an increase of $26,597 or approximately 36%. This increase
reflects an increase in overall business-type charges for services of 15% offset against an
increase in the assocliated overall business-type expenses of 11% during 2004, The most
significant portion of net assets for the business-type activities, $257,844 (56%) and $277,361
(66%) as of December 31, 2004 and 2003 respectively, are invested in capital assets which are
used to provide customers with the services they desire. Net assets invested in capital assets, net
or related debt, decreased $19,517 or approximately 7% in 2004. Net assets of business-type



activities subject to external restrictions were $98,379 (21%) and $67,697 (16%) in 2004 and
2003. Extemnal restrictions were related to debt service and conmstruction acquisition

requirements.

At the end of 2004 and 2003, Anchorage reported positive total net asset balances for both
governmental and business-type activities.

Significant changes in net assets are discussed below under Governmental Activities and
Business-Type Activities.

Governmental Activities

During 2004, Anchorage’s net assets decreased $2,241 for govemmental activities (reference
Table A-2). Highlights of governmental activities net asset changes are as follows:

» [nvestment revenues decreased $12,247 from prior year due primarily to a substantial
decrease in the year-end market value adjustment of unrealized investment gains related
to the MOA Trust investment portfolio.

=  Tobacco tax revenues increased $3,897 due to an imposed increase in the tobacco tax rate
of $1 per pack for cigarettes effective October 1, 2004.

» Municipal utility service assessment (MUSA) tax revenues increased $2,573 due to a
change in the method of assessment used during 2004. During 2004, net plant in service
was utilized to calculate the tax due.

» TLoss on disposal of capital assets of $3,494 was incuired which consisted primarily of
road and drainage infrastructure cost adjustments.

* A net pension obligation of $2,477 was recognized as of December 31, 2004 which
reflects the unfunded actuarially determined pension obligation associated with the State
of Alaska Public Employees’ Retirement System.



Revenuss:
Pragram revenues
Charges lor services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Other taxes
Gain (Luss] on capital asset sale
investment carming:
Other
Total revenues

Expenses:
General government
Fire services
Palice services
Health and Hurnan services
Economic and Community Dev
Public treasportation
Public works *
Education
Maintenance and Operations
Interest
Water
W ast ewat er
Electric
Port
Municipal Airport
Salid waste
Refise
Cooperative Service Authority
Parking Authority
Performing Arts Center
T otal expenses
Change in net asscts prios o
special items and transfers
Special items - rofdatary adivstment
T ransfers
Change in net assets
Net assets, beginning of year,
a5 previgusly reported
Add adiustment for retroactive
capitslization of infratruct ure
Net asscts, beginning of year,
as resrated
Wet assers, end of year

Table A-2

Anchorage's Changes in Net Assets

{in thousands)
Governmental Business-type
urtivities activities Total
20044 2043 2004 2003 2004 1603
54,297 45 496 206,386 179,534 260,683 228030
15,158 44,3949 497 153 25,565 44432
12376 11,71% 2,304 3.897 14,580 15612
333,650 311,918 - - 333,600 311,918
30626 31,248 - - 39,626 31,248
(3404 839 108 43 13,385) o0z
18,462 30,409 2,276 1.935 20,438 iz344
479715 478944 211,482 185562 601,197 B64,506
25,412 3:aT4 - - 28412 32474
55,209 48,198 - - 55,209 48,1549
£9.372 61,283 - - 53372 61,283
24312 30,287 - - 24,312 30287
46,850 33141 - - 46,530 33,141
20,284 17611 - - 20,284 17,611
37,098 184,757 - - 37,096 184,797
154,250 F44,095 - - 154,280 144,095
26,663 27313 - - 26,6603 27313
19,944 30,075 - - 13,944 20,075
- - 31,736 27,353 31.73% 27,353
- - 24,453 21,223 24,453 21,213
- - 93,048 £3.487 93,048 83462
- - 8,166 7,393 3,186 7,395
- - 2152 2,040 2,152 2,040
- B 13,087 12,884 135,087 12,884
- - 5,502 5,669 5802 5,669
- - 202 - 202 -
- - 4.731 4,620 4,731 4,620
- - 1,726 1,793 1,726 1.783
482,422 599,375 155,266 |66, 43% 667,628 765,714
(12,7671 (120,331 26,276 19,123 23,569 {101,208)
- - 11,952 6,695 11,957 6,695
466 1,604 1466} (1,604 - -
241} (118,727) 37,762 24,214 35,511 (94.513)
2,601,954 3638920 419351 395,637 3,021,385 3,031,557
- 84,321 - - - 54,321
2,601,514 2,720,241 419,85 395,637 3.021,365 3,i15878
2809173 2,601,514 57,413 419,851 3,056,586 3,021,363

= Public works 2003 expenditures include an adjustment of $154,483 for capital owlay
expensed tnder the modificd approach 1o reporting infrastnctire.
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Figure A-3
2004 Program Revenue vs Expense by Governmental
Activities - 1
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Business-type Activities

Business-type activities increased Anchorage’s net assets by $37,762 in 2004. Key elements of
the change in net assets are as follows:

» Flectric revenues overall increased by 19% in 2004. This increase was attributable to
a full year’s recognition of both the second and final phase of the retail rate increase
(3.474%) implemented in October 2003 and the contract for sale of electrical power
to the military at Fort Richardson which was also effective October 2003. In
addition, electric resale revenues increased by 109% in 2004.

= During 2004, water and wastewater revenues increased 10% and 6% respectively.
The revenue increases were attributable to interim refundable rate increases of
13.61% for water and 8.06% for wastewater which were effective in February 2004.

Financial Analysis of Anchorage’s Funds

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

Governmental Funds

The focus of Anchorage’s governmental funds is to provide information on the short-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing

Anchorage’s financial requirements.

As of the current fiscal year end, Anchorage’s governmental funds reported a combined ending
fund balance of $302,799, an increase of $24,175 in comparison to the prior year. Of the total
fimd balance, $208,347 is reserved and not available for additional spending because it has
already been committed either to liquidate contracts and purchase orders of the prior period
($30,990), to meet debt service requirements ($41,719), to generate income for perpetual care of
the municipal cemetery ($269), to recognize prepaid items, deposits and inventory (3961), to
satisfy long term loan principal payments ($5,480), or is otherwise reserved in the MOA Trust

Fund ($128,928). _

Approximately 31% of total fund balance ($94,452) is classified as unreserved fund balance. Of
the unreserved fund balance, approximately 58% of the unreserved fund balance is reported in
Special Revenue Funds ($12,570) and Capital Projects Funds ($41,767) to be used for grant
specified projects and capital construction. The remaining unreserved fund balance of
approximately 42% ($40,115) is reported in the General Fund. Of the General Fund unreserved
fund balance of $40,115, approximately 78% ($31,244) is in service area sub funds of the
General Fund and must be used to support activities of those particular service areas. The
remaining 22% ($8,871) of the General Fund unreserved fund balance is in the Areawide Service
Area sub fund. Unreserved fund balance may also be designated for specific purposes by
Assembly action, such as the Fund Balance Designation Policy approved in 2004.
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The General Fund is the primary operational fund for Anchorage. At December 31, 2004 and
2003, the unreserved fund balance was $40,115 and $35,460, while the total fund balance was
$42,916 and $41,295. In measuring the General Fund’s liquidity, one may compare both the
unreserved fund balance and the total fund balance to total expenditures. At December 31, 2004,
unreserved fund balance represents 9.6% of total General Fund expenditures and total fund
balance represents 10.3% of the same amount. Unreserved fund balance was 8.9% of total
General Fund expenditures and total fund balance was 10.4% of the same amount at December

31, 2003.

Investment revenue in the MOA Trust Fund decreased $10,412 or 48% due to the decrease in
market returns experienced during 2004 in both the bond and equity markets. During 2003 the
investment returns were exceptionally high and the 2004 results reflected a return to more long
term historical average investment return experience.

A key factor in the overall increase in total governmental fund’s fund balance was the increase in
financing proceeds from the issuance of general obligation bonds and long term contracts in
2004 of $57,740 which represented an increase of approximately 65% over prior year activities.

Proprietary Funds

Anchorage’s proprietary funds provide the same type of information found in the government-
wide business-type activities financial statements, but in more detail.

* Duning 2004, Electric residential revenues increased by 12% and commercial revenues
increased by 16% as compared to respective increases of 6% and 7% during 2003. The
increased electric revenue can be attributed to a prior year retail rate increase
implemented in October 2003 and an increase in total kilowatt usage. Public authority
revenue ncreased 450% due to the October 2003 agreement to provide Fort Richardson
Army Base with its power requirements. Although the volume of gas sold decreased, gas
revenues increased by 4% due to an increase in gas contract prices which are determined
by contractual agreement.

» The Electric utility’s overall expenses increased by 11% in 2004. The major increase
was in Production which increased by 35%. Production expenses increased partly due to
the increase of $.3159 per Mcf (thousand cubic feet) in the contract price of gas
purchased and the increase in gas purchases of 1,281,624 Mcfs during 2004. The Electric
utility purchased 7,352,758 Mecf in 2004 compared to 6,071,134 Mecf in 2003. The
increase in gas purchased was related to the increase in kilowatt hour sales in 2004,
Production costs also increased due to increased gas field expenses for field operation,
equipment maintenance, and repairs. In Docket U-96-36, the Regulatory Commission of
Alaska (RCA) decision revised the transfer price of the gas calculation methodology
which also increased production expense.

= The Electric utility recorded a Special Item of $11,952 as the result of a RCA order in
which the disposition of the 2003 underlift cash settlement was determined. The RCA
allowed the electric utility to eliminate the deferred gas cost asset that had accumulated
from 1997 and the 2003 amount that was to be included in the calculation of the fuel cost

i1



for incluston in the Utility’s pricing for gas. The Electric utility was allowed to retain the
remaining funds plus any investment earnings on those funds and dedicate them to future
gas capital expenditures.

Water total revenues increased 10% or $3,086 during 2004. The substantial portion of
the revenue increase was from residential sales revenues which increased 10% or $2,111.
Total costs increased 16% or $4,363, with total expenses increasing 12% or $2,995 and
Municipal Utility Service Assessment (MUSA) expense increasing 72% or $1,368.
Wastewater total revenues increased 6% or $1,484 during 2004, The substantial portion
of the revenue increase was from residential sales revenues which increased 5% or
$1,013. Total costs increased 15% or $3,199, with total expenses increasing 10% or
$2,084 and Municipal Utility Service Assessment (MUSA) expense increasing 95% or
$1,115.

The Water Utility sold “mini bonds™ in an aggregate appreciated amount of $2,000,000 to
the general public. The bond proceeds were deposited in the bond and grant capital
acquisition and construction pool to be spent within six months on capital improvements
and upgrades to the system approved as part of the Utility’s 2004 and 2005 capital
improvement plans and to pay costs of issuance. _

The Wastewater Utility issued $22,620,000 of revenue bonds to finance a large portion of
its capital expansion. The proceeds of the improvement bonds were used to reimburse the
Municipality of Anchorage for the costs of the certain additions, betterments and
improvements {o the system undertaken as a part of the 2001, 2002 and 2003 capital
improvement plans (approximately $11.9 million); to pay a portion of the costs of the
system’s 2004 and 2005 capital improvement plans.

The Water and Wastewater Utilities obtained additional low interest loans of $8,715,413
and $8,228,002 respectively from the State of Alaska to fund capital improvement
projects.

The Water Utility Fund issued $18,595,000 of Water Revenue and Refunding Bonds.
Net proceeds of $18,486,045 were used to provide for the defeasance and redemption of
$3,055,000 pnincipal amount of the 1993 Senior Lien Water Revenue and Refunding
Bonds and to reimburse the utility for capital improvement expenditures, to pay the costs
of certain additions, betterments and extensions to the water system, to satisfy the reserve
requirement, and to pay costs of issuance of the water bonds. The remaining proceeds of
$15,003,158 were deposited to the bond and grant capital acquisition and construction
- pool. The refunding resulted in a net present value savings of $105,736 and an economic
gain of $41,325.

General Fund Budgetary Highlights

The 2004 approved budget (adopted. in late 2003) includes projected funding sources.

Annually after the end of the first quarter of the fiscal year, the rate of tax levy is established and
taxes are levied for general purposes, which includes all service areas of Anchorage and the
Anchorage School District (ASD). Expenditure revisions are usually made in conjunction with
the tax levy. This first quarter budget revision establishes the budget for property taxes. A
significant consistent difference between the original budget and the final revised budget is the
amount contributed to ASD for taxes levied. The amount to be contributed to ASD is
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determined during the first quarter of the fiscal year when the budget for ASD is approved for its
ensuing fiscal year, July 1 — June 30, and the resulting tax levy rate and tax amount are levied for

ASD.
The following were major revisions to the approved budget during 2004, in thousands:

* Five Major Service Areas (Areawide, Fire, Roads and Drainage, Police, Parks and
Recreation)

- $154,493 contribution to the Anchorage School District for property taxes
collected on their behalf by general government.

- $743 to provide additional funding for ten additional police positions.

- §750 to provide additional funding for snow hauling due to heavier than expected
first quarter snowfall.

- $1,000 to provide additional funding for self insurance fund activities.

- $598 for street maintenance and drainage projects supported by general obligation
bonds.

= (Other Service Areas

- $458 to fund various Limited Road Service Areas/Chugiak Birchwood Eagle
River Rural Road Service Areas budgets to reflect anticipated additional summer
and winter road maintenance

- $3,025 to fund acquisition of properties for the Lake Otis-Tudor Road, Abbott-
Bragaw Road, and Convention Center projects.

- $462 contribution to the Equipment Maintenance Internal Service Fund for

additional street maintenance equipment.
- $1,500 for additional road and park improvements in service areas outside the
Anchorage bowl service area.

13



Figure A-§

Property Tax Levy by Service Areas
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Capital Asset and Debt Administration

Capital Assets

At the end of 2004 and 2003, Anchorage had invested $3,963,700 and $3,928,098 in a broad
range of capital assets, including police and fire equipment, buildings, land, and paved roads
(reference Table A-3). More detailed information about Anchorage’s capital assets is presented
in Note 5, Capital Assets, in the basic financial statements.

Table A-3
Municipality of Anchorage's Capital Assets
(net of accunmiated depreciaton, in thousands)

Governmenital Business-type
Agrivitigs Activities Total
2004 2003 20 2003 2004 2003

Land $  1,195735 % 1,193,603 § 58277 % 58214 % 1254012 0§ 1,251817
Buildmgs and

improvements 164,638 170,971 85,247 BS,R08 249,885 256,779
At 13,943 12,976 - - 13,943 12,970
Equipment 52,266 45,763 - - 52,266 45,763
Distribution and

collection systems - - 912,753 B32,647 912,153 832,647
Infrastructure 1,391,943 1,369,333 - - 1,391,943 1,369,333
Construction in progress 259,858 42,013 59,040 66,776 38,898 108,782

$ 2848383 § 2834653 §  LI115317 § 1093445 S 3965700 5 3,928098
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Significant additions to governmental activities capital assets during 2004 were $10,746 of
current paved road infrastructure additions and $20,042 of current year drainage systems
additions. During 2004, no additional infrastructure networks were retroactively added to
governmental activities capital assets. Construction in progress decreased in 2004, primarily as a
result of capital outlay determined to be expensed under the modified approach to reporting

roads infrastructure.

Business-type activities capital assets increased during 2004 primarily due to distribution and
collection system additions of $71,575.

Long-term Debt

At year end Anchorage had $868,954 in debt outstanding, an increase of 7.7% from 2003 debt
outstanding of $806,613 (reference Table A-4). More detailed information about Anchorage’s
long-term debt liabilities is presented in Note 8, Long Term Obligations, in the basic financial

statements.

Table A-4
Municipality of Anchorage's Quistanding Debt
{in thousands of dollars)

Governmental Business-type
Activities Activities Total
2004 2003 2004 2003 2004 2003

General Obligation Bonds $ 367387 5 334678 % 15997 % 23514 § 383384 § 338232
Revenue Bonds 54,545 56,610 350,441 322,919 404,986 384,529
Special Assessment Debt with

Governmental Commitment 690 895 272 304 962 1,199
Certificates of Participation 6,560 9.613 - - 6,560 9,613
Long-term Contracts 6.855 811 60,207 52,207 73,062 53,018
Total ¥ 436037 § 402609 $§ 432917 0§ 404004 § 8368954 § 806,613

New debt in governmental activities resulted from the issuance of general obligation bonds in the
amount of $52,375 and long-term contracts in the amount of $5,365 associated with the Alaska

Municipal Bond Bank Authority.

Anchorage also issued $21,465,000 of general obligation refunding bonds to advance
refund $21,425,000 of outstanding bonds. The economic gain generated by this
refunding was $1,081,150, calculated as the difference between the present value of the
debt service requirements of the new debt and the present value of the debt service

requirements of the refunded debt.

Since 1999, Anchorage’s general obligation bonds have been rated at (AA-) by Standard Poor
and (Aa3) by Moody’s.
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Infrastructure Modified Approach

Anchorage manages its paved road network using its Pavement Management Plan and accounts
for it using the modified approach. The condition of road pavement is measured based upon an
assessment of the longitudinal profile (International Roughness Index) and rut depth provided by
the Dynatest Road Surface Profiler. The measurement system is an algorithm that combines the
international roughness index, rut depth, and road profile to determine a condition index from 2
for pavement in excellent condition to 7 for pavement in poor condition. The condition index is
used to classify paved roads in good or better condition (4 or less) and fair condition (5 or more).
It is Anchorage’s policy to maintain 60% or more of the total paved road miles in good or better
condition. The most recent condition assessment shows that the condition of Anchorage’s paved
road network is in accordance with its policy. Condition assessments are updated every three

years.

As this is Anchorage’s third year of implementation, the condition assessment will not be
updated until 2005 when the next road condition assessment survey is performed. The 2002
assessed condition of the paved roads infrastructure network was approximately 81% of total
paved roads as being in good or better condition. This exceeds Anchorage’s policy to maintain
60% of total paved roads in good or better condition.

Economic Factors and Next Year’s Budgets and Rates

Municipal population increased less than 1% to 277,500 at year end 2004 and unemployment
stood at 5.7%, which is comparable to the national average of 5.8%.

The Citizens Property Tax Cap allows for both economic growth (inflation and population) and
for a number of other factors inciuding new construction, debt service, voter-approved new
services, special taxes, operations and maintenance costs, and judgments. Property taxes
represent 59% of the General Government Operating Budget Revenue. Local taxes and program
revenues account for the majority of the remaining revenues (32%). Intergovernmental charges
outside of general government (7%), Federal/State revenues (1%), and applied fund balance
account for the remaining balance.

The 2005 general government operating budget, as revised at first quarter 2005, is $22,900 more
than was approved for 2004 at first quarter revision, This increase reflects an increase in debt
service for voter approved bonds and funding for an additional 54 public safety positions. While
property tax revenues supporting the 2005 budget increased from the 2004 level of $182,700 to
$187,800, the percentage of the 2005 budget supported by property tax revenues decreased from
59% in 2004 to 57% in 2005. This decrease was due in part to a four-part property relief
package which included a residential property tax exemption, a personal property tax exemption,
mcreased tobacco taxes, and a change in property assessment methodology for leasehold

property.
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Anchorage’s fiscal year 2005 govemmehta] activities capital budget is $97,162 and primarily
funds future infrastructure improvements. The capital budget is funded substantially through

general obligation bond proceeds and Federal grants.

On November 16, 2004, an ordinance adopting and appropriating funds for the 2005 Municipal
Utilities Operating and Capital budget for the Municipality of Anchorage was approved. The
Utilities” operating budgets total $202,911 and capital budgets total $106,972.

The Municipality adopted a change in the formula used to calculate Municipal Utility Service
Assessment (MUSA). Beginning in 2004, payments are calculated on net plant in service. This
change treats the utilities, for MUSA purposes, similar to the private sector and in the manner in
which business personal property taxes are calculated. In past years, a Municipal utility paid
MUSA on the net non-contributed portion of plant in service, but prior to 1989 MUSA was

calculated on net plant in service.

The Water and Wastewater Utilities filed two-stage rate cases with the Regulatory
Commission of Alaska (RCA) on January 9, 2004, requesting permanent rate increases of
14.20% and 8.06% for 2004 for Water and Wastewater Utilities respectively and an
additional 7.17% and 6.83% for 2005 for Water and Wastewater Utilities respectively. In
the event the RCA was unable to approve permanent rates within the 45 day statutory
period, the Utilities requested interim refundable rate increases of 14.20% and 8.06% for
2004. The 2004 interim refundable rate increases were subsequently approved, the
Utilities® filings for rate relief were suspended, and all rates were made interim and
refundable by the RCA effective February 24, 2004. The January 2004 filings were
updated with amended revenue requirements studies filed on November 3, 2004 that
increased the revenue requirements but did not ask for additional permanent rate
increases. On February 18, 2005, the RCA issued an order allowing the Utilities to
implement their requested 2005 intertm refundable rates.

In March 2005, two testifiers representing the State Attorney General (AG) filed pre-filed
testimony with the RCA opposing various aspects of the Utilities’ rate cases. Their
testimony opposed several aspects of the revenue requirements study including: changes
in MUSA,; the return on equity used; certain payroll adjustments added to the amended
filing; and the Utilities” plant accounting practices. The testimony concluded that the
Utilities’ revenue requirements were overstated by approximately $7,100,000 and
$5,800,000 for the Water and Wastewater Utilities respectively. In addition to its pre-
filed testimony, on March 25, 2005 the AG filed a motion for partial summary
disposition, asking that the Utilities” MUSA increases be denied and consumer refunds be
issued within 30 calendar days of the RCA’s ruling.

The Utilities have filed responses to the AG’s pre-filed testimony and its motion for
partial summary disposition; and is actively preparing for its upcoming rate case
hearings.

On May 24, 2005, the RCA issued an electronic ruling to the Water Utility for partial
summary disposition which denied the AG’s requests as it related to MUSA, but granted
the AG’s request to exclude certain acquisition adjustments. The financial impact of the
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acquisition adjustment orders is estimated to be less than $200,000 upon the revenue
requirements and would not result in a refund situation. A decision whether or not to file
a motion for reconsideration will be made after a paper order has been received from the

RCA.

On May 24, 2005, the RCA issued an electronic ruling to the Wastewater Utility for
partial summary disposition which denied the AG’s requests as it related to MUSA.

The case will be heard by the RCA on June 14 through June 17, 2005, and the RCA’s
final rulings are due by September 15, 2005. The Utilities expect a favorable outcome on
all of the remaining material issues addressed by the AG, and therefore have not recorded

an accrual for any of the disputed items.

Contacting Anchorage’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of Anchorage’s finances and to demonstrate our accountability
for the monies we receive. If you have questions about this report or need additional financial
information, please contact the Municipality of Anchorage’s Controller Division, 632 W, 6™
Avenue, P.O. Box 196650, Anchorage, AK 99519-6650.
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KPMG LLP

Suite 600

701 West Eighth Avenue
Anchorage, AK 89501

Independent Aunditors’ Report

The Honorable Mayor and
Members of the Assembly
Municipality of Anchorage, Alaska:

We have audited the accompanying {inancial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Municipality of
Anchorage, Alaska, as of and for the year ended December 31, 2004, which collectively comprise
Anchorage’s basic financial statements, as listed in the table of contents. These financial statements are the
responsibility of the Municipality of Anchorage’s management. Our responsibility is to express opinions
on these financial statements based on our audit. We did not audit the financial statements of the aggregate
discretely presented component units and the Anchorage Parking Authority, a blended component unit.
Those financial statements were audited by other auditors whose reports thereon have been furnished to us,
and our opinion, insofar as it relates to the amounts included for the Anchorage School District, Anchorage
Historic Properties, Inc, and Anchorage Parking Authority is based on the reports of the other auditors. The
prior year summarized comparative information has been derived from the Municipality of Anchorage’s
2003 financial statemsents and in our report, dated March 31, 2004, we expressed, based upon our audit and
the reports of other auditors, unqualified opinions on the respective financial statements of the
governmental activities, business-type activities, the aggregate discretely presented component units, each
major fund and the aggregate remaining fund information.

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 of material
misstatement. An audit includes cousideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Municipality of Anchorage’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit and the report of other auditors provide a
reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the Municipality of Anchorage, Alaska, as of
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The Honorable Mayor and
Members of the Assembly
Municipality of Anchorage, Alaska

December 31, 2004, and the respective changes in financial position and cash flows, where applicable,
thereof for the year ended in conformity with accounting principles generally accepted in the United States
of America

In accordance with Government Auditing Standards, we have also issued a report dated March 31, 2005 on
our consideration of Municipality of Anchorage’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters The purpose of that report is 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 internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

The management’s discussion and analysis as listed in the table of contents, schedule of funding progress
in Note 10, budgetary comparison schednle-general fund as listed in the table of contents, and condition
rating of Anchorage’s road network as listed in the table of contents are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally
accepted In the United States of America. We have applied certain limited procedures, which consisted
principally of inguiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express nc opinion on

it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Municipality of Anchorage’s basic financial statements. The combining and individual
nonmajor fund financial statements, as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and
individual nonmajor fund financial statements, as listed in the table of contents have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in owr opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole. The
mtroductory section and statistical tables, as listed in the table of contents have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no
opinion on therm.

KPre P

March 31, 2005
except for note 14(b)
which is as of May 24, 2005
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Assets

Cash

Cash in central reasury
Investments

Interest receivable

Receivables (net of allowance for uncoilectibles)

Due from primary governmment
Duge from component unit
Internat balances
Inventories
Prepaid items and deposits
Deferred charges
Restricted assets:
Cash in ceniral treasury
Investments
Customer deposits
Restricted deposits
Bond acquisition and construction
Bond operation and maintenance
Debt service accounts
Receivables
Intergovemmental recefvables
Loans receivable, net
Deferred charges and other assets
Capital assets, not being depreciated
Capital assets, being depreciated, net

Totai assets

Liabitities and Net Assets

Liabilities:
Accounts payable
Accrued expenses
Claims payable, including IBNR
Accrned interest payable
Due to component unit
Deferred revenue
Deferred credits

Liabilities payable from restricted assets

Noncurrent liabilitzes:
Due within one year
* Due in more than one year
Tota! liabilities
Net assets {deficit):
Invested in capital assets,
net of related debt
Restricted for:
Debt service
Maintenance and operations
Acquisition and construction
Grant activity
Heritage L.2nd Bank
{Mher purposes
Perpetual care:
Naonexpendable
MOA Trust:
Nonexpendable
Expendable
Unrestricted

Net assets

Total liabilites and pet assets

See accompanying hotes to financial statements.

MUNICIPALITY OF ANCHORAGE, ALASKA

Staternent of Net Assets
December 31, 2004

(With sununarized financial information at December 31, 2003)

Primary Government Component Units
Anchorage Ancharage
Governmental Business-Type Scheol Histaric
Activities Activities Total District FProperties
$ 14,783 3 5,343,645 5 5358428 g 413,658 £ 38,523
189,334,675 73,283,491 362,618,166 — —
24,389,203 — 24,389,203 206,160,202 722,425
1,294 617 254,525 1,549,142 774,492 —
80,282,775 42.923,737 123,208,512 1,200,992 18,587
— — —_ £1,751,661 —
244 305 — 244,395 — —_
1,116,230 (1,116,230} — — —
1,072,532 16,577,067 17,649,589 2737471 L
485,785 86,591 582,376 1,526,575 750
- 304 052" 304,052 3,046,519 —
10,576 15034711 15,045,287 — —
132,683,533 24,784,783 157,468 316 — —
— 1,781,877 1,781,877 — —
—_ 502 202 592,202 — —
— 46,330,873 46,330,873 — —
— 3,375,780 8,375,780 — —
— 21,547,810 21,547,810 _ —
466,236 5,225 471,461 — —_—
13,214,429 — 13,214,429 23,017,168 —
— 28,585 28,585 — —_
2,584,894 9,661,402 12,246,296 — —
2.526,635,854 117,317,036 2,643,952 890 229,606,868 94,192
321,747,725 998,000,127 1,319,747.852 777,282,200 13,737
§ 3295588232 $ 1,381,117.28% $  4.678.705,521 $ 1327517.806 5 888.609
b 9,701,333 b3 12,605,956 $ 22,307,289 $ 18,334,162 % 18,007
— —_ — 25470875 132
12,350,992 — 12,390,992 9.114,825 —
3,838,680 5,154,547 8,995,233 10,767 475 —
54,667,774 — 54,667,774 — —
9,660,768 3,059,782 12,720,550 82,342,533 —
— 460,319 602 460,319,602 — —
137,362 4,517,007 4.654.36% — —
40,733,821 35254008 75,987,919 34,760,000 —
565,184 389 402,593,503 967,778,002 646,490,003 —
696,315,325 923,504 495 1,619.319,820 827,279,870 18,229
2,472.454,545 257,844,237 2,730,298,782 325,639,068 107,929
38,640,719 44,127,199 82,767 918 10,732,112 —
— 35,142 35,142 — _
24,038,663 54,216,672 78255335 945,856 —
18,517,524 — 18,517,524 —_ —
4239774 — 4,289,774 — —
— — _— — 351
269,397 — 269,397 — _—
122.328.345 — 122,328,345 — —
6,600,000 B 6,600,000 — —
(87,866,060} 101,389,544 13,523,484 162,920,900 762,060
2,599.272,507 457,612,794 3,056,885,701 500,237,936 870,380
$ 3,205 588,232 $ 1381117289 $ 467670552 $  1.327.517.806 $ §38.609
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Total Reporting Entity

December 31, December 31,
2004 2003
$ 5,810,609 5 4,898 625
262,618,166 208,217,808
231,271,834 204,116,305
2,323,634 2,390,091
124,426,091 115,189,761
81,751,661 72,491,829
244395 587,093
20,387,451 20,299,607
2,109,701 16,214 690
3,350,571 463,496
15,045,287 3074614
157,468 316 128,667,213
1,781,877 1,807,310
502202 524 363
- 46,330,873 29,067,931
8,375,780 7,126 426
21,547,810 41,068,381
471 461 713,275
36,231,597 35,360,912
28,385 65,732
12,246,296 18,951,238
2,873,653.950 2,901,428 978
2.097,043,789 1,957.684,167

§ 6005111936

$ 577,009,843

b 40,659,548

§ 32398592

25,471,007 22,888,113
21,505,817 21,690,679
19,760,708 13.350,556
54,667,774 43,327 886
95,063,083 $1,849,580
460,319,602 443,737,040
4,654,369 3757316
110,747,919 102,752,729
1,614,268,092 1.458,501,680

2447117919

2,279.254,171

3.056,045,779 3,116,957,999
93,500,030 96,620,241
35,142 524,363
79,201,191 48,837,494
18,517,524 19,027,354
4,289,774 5,981,641

391 —

269,397 256,622
122,328,345 118,304,677
6,600,000 6,600,000
177.206 444 129,645 281
3,557.994.017 3542755672

$ 6005111936

% 5,772,00%.843

-3
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MUNICIPALITY OF ANCHORAGE, ALASKA
Satement of Activities
Year ended December 31, 2004

(With summarized financial information for the year ended December 31, 2003}

Program Revenues
Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Govemmental activities;
(General povernment § 28412366 $ 14016015 % 307,124 5 —
Fire services 55,208 871 5655912 2084350 17,166
Police services 69,371,463 9,784,179 1,322,354 _
Health and human services 24312243 3.781.694 10,146,551 —
Economic & community development 46,849 814 5817018 3,044,759 1,779,383
Public transportation 20,283,370 3,002,525 2971,554 3. 845 687
Public works 37,096,194 10,332,321 2,239,274 3,188.633
Edugatian 154 278,770 —_ — —
Maintenance.and operations 26,663,041 1,506,892 332,126 1,440 914
Interest on long-term debt 19,944 303 — — —
Total gevernmental activities 482,420,435 54,296,556 25,158,092 12,275 783
Business-type activities:

Water 31,739,512 33,397,222 _ —_
Wastewater 24,452 663 26,590,207 — e
Electnic 93,047,721 107 656,289 — —
Pont 8,165,915 10,284 368 — —
Municipal Airport 2,152,012 1,055,742 _ 2,341 293
Solid Waste 13,086,817 15,722,106 — 632,250
Refuse 5,902,024 6,033 272 — ) —
Cooperative Services Authority 202,210 — — —
Parking Authority 4,731,366 4,951,013 —_ —
Performing Arts Center 1,726 324 696,121 407337 —
Total business-type activities 185,206,564 206,386,340 437 337 2.303.543

¥ 667,626,999 $ 260,682,856 $ 253565429 $  14,579.326

Total primary government
Component Units:
Anchorage Schoo! Diistrict $ — $ — $ — $ —
Anchorage Historic Propertigs — : — — —_—
Totals — Compenent Units 5 — 3 — 3 — $ —_

General revenues:
Property taxes
Motor vehicle taxes
Lodging taxes
Tobacco taxes
Utility service assessment taxes
Grants and entitlements not restricted to specific programs
Grain (loss) on sale of capital assets
Appropriation from Municipality of Anchorage
Investment eamings
Other
Special item:
Regulatory Adjustment
Transfers

Total general revenues, special item, and other transfers

Change in net assets

Net assets, beginning of year, as previously reported

Add adjustment for retroactive capitalization of infrastructure assets under GASB 34
Net assets, beginning of vear, as restated

Net assets, end of year

See accompanying notes to financial statements.
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Net {(Expense), Revenue and Changes in Net Assets

Primary Government Component Unifs
Anchorage Anchorage
Governmental Business-1ype School Historic Total Reporting Enti_ty‘j
Activities Activities Total District Properties 3064 2003

$ (11,379,229 5 — § {11379,227) $ — 3 — $ (11,379227) ¥ (13,632457)
(47,451,443 — (47,451,443} — — (47.451,443) (38,201,852}
(58,264,930 — (58,264,930) — (58.264,930) {50,384,356)
{10,383,998) — (10,383,998) — — {10,383,998) {9,256 827)
{36,208,654) — (36,208,654) — {36,208,654) (28,454,187}
(10,439,604) —_ (10,459,604} — - {10,459,604) {11,217,532)
(19,335,966} -— (19,335,966} — {19,335,966) (156,555,901}
(154,278,770} — (154,278,770) — — (154,278,770) {144,095 085)
{22,983.109) {22.983,109) _ — {22,983,109) {22,852,533)
{19.944,303) — (19.944,303) — — {19,944 303y (20.075.030)
(390,650,004} — (390,690,004) — — (350,690,004) {494,765, 764)
1,657,710 1,657.71¢ — — 1,657,710 3,011,578

—_ 2,137,544 2,137,544 —_— — 2,137,544 3,965,504

— 14,608,568 14,608,568 — — 14,608,568 6,639,029

— 2,118453 2,118,453 — — 2,118,453 1,714,784

— 1,145,023 1,145,023 — — 1,145,023 449,061

— 2,697,539 2,697,539 —_ —— 2,697,539 2664177

— 131,248 131,248 — 131,248 {65.807)

— {202,210} {202,210) — (202,21¢) —

219647 219,647 — — 219,647 (272,170

— (622.8606) (622,366) — — {622.866) (961,077}

— 23,890,656 23,890,656 — — 23,890,656 17,145.079

§ (390,690,604) % 23,890.656 1 (366,799,348) $ — $ - $ (366,799.348)  § (477,620,685)
$ {388515,173) — § (388915173} $ (351.968.343)

— (131,693) {131,693} {165,741}

$ (388.915,173) 3 {131.693) % (389,046,866) 5 (352,134,084}

333,690,024 — 333,690,024 — — 333,690,024 311,917,530
10,131 578 — 10,131,578 — — 10,151,578 9,617,492
11,680,274 — 11,680,274 _ — 11,680,274 10,287,972
8,631,780 8,631,780 — — 8,631,780 4,734,327
9,181,929 — 9,181,926 — — 9,181,929 6,608,739

—_ — — 219,201,438 — 219,201,438 219,226,948

(3,494,202} 109,211 {3,385,08]) —_ — {3,385,081) 902,080

— — —_ 144 983,658 — 144,983,658 142,954,582

18,162,086 2,276,444 20,438,530 2,320,920 53,124 22,812,574 35,961,784

— —_ — 2,194,195 16,538 2204733 1,978,237

— 11,951,652 11,951,652 — — 11,951,652 6,695 034
465,838 {465.838) — — — — —
388449217 13,871,469 402,320,686 368,700.211 63,662 771,084,559 750,884,745
{2,240.787) 37,762,125 35,521,338 {20.214.962} {68,031) 15,238,345 {78,870.024)
2,601,513.694 419,850,609 3,02],364,363 520,452 898 938,411 3,542,755,672 3,537.304,339
— — — — — — 84,321,357
2,601,513,694 419,850,669 ' 3,021,364,363 520,452,898 938 411 3,542,755,672 3,621,625,696
$ 2,599 272,907 § 437,612,794 $ 3,056,885.701 $ 500,257,936 $ 870,380 $ 3.557.994,017 $ 3.542,755,672
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Assets

Cash

Cash in central treasury

Investments

Due trom other funds

Receivables (net of allowance
for uncollectibies)

Interest receivable

Special assessments receivable

Due from component units

Inventories

Prepaid tems and deposits

Restricted assets:
Cash in central treasury
invesanents
Intergovernmental receivables
Interest recetvables

Loans receivables, net

Advances to other funds

Total assets

Liabilities and Fund Balances
Liabilities:
Accounts payable and retainages
Due to other fimds
Due to compenent unit

Deferred revenue and deposits
Liabilities payable from restricted assets

Total Habilities

Fund balances:
Reserved:
Encumbrances
Inventories
Prepaid items and depaosits
Long-term loans
Perpetual care
MOA trust
Debt service
Unreserved, designated for bond rating
and operating emergencies, reported in:
General fund
Unreserved, undesignated, reported in:
General fund
Special revenue funds
Capital projects funds

Total fund balances
Total labilities and fund
balances

See accompanying notes to financial statements,

MUNICIPALITY OF ANCHORAGE, ALASKA

Balance Sheet
Governmental Funds

December 31, 2004
(With summarized financial information at December 31, 2003)

Other Total Governmental Funds
MOA Governmental December 31, December 31,
General Trust Funds 2004 2003
b3 -—_ — 5 14,783 £ 14,783 5 12,623
83,589,630 — 93,667,037 177,256,667 125,038,366
287,500 —_ 24,101,703 24,385.203 25.411,080
5,351,284 — 574,836 5,926,120 31,912,733
72,990 685 _— 4,751,210 F1.741,895 79.321,584
—_ — 4,526 4,526 14
2,001,814 — 538923 2,540.337 1,974,992
244 395 —_ — 244395 587,093
T38.969 —_ — 138,969 671043
216917 —_ 3754 220671 237027
— 10,576 — 16,576 256,622
— 128615417 4,068,116 132,683,533 128,667,213
1,099 953 —_ 12,114,476 13,214,429 13,203,655
—_ 466,236 -— 466,236 423,196
— — — — 30,800
853,042 — — 853,042 646,859
$ 167,374,189 120092 229 139839364 $ 436305782 § 408,354,900
$ 4.575426 — § 3,920,977 5 8.496,403 % 9,754 020
34,577 — 1,105,754 1,140,331 1,467,912
54,667,774 — — 54 667774 48,327,886
65,180,801 —_ 3,857,894 69,038 655 70,102 827
— 163,884 e 163,884 118 206
124 458.578 163 584 8,884,625 133 507 D87 129,770,851
1,383 615 — 20 606,259 30,985,874 28 988 140
738,969 — -— 738,969 671,043
216,917 — 3754 220,671 237027
461,196 —_— 5,018,893 5480089 6,240,215
—_ — 269,397 269,397 256,622
— 128,928,345 — 128,928,345 124 904 677
—_ — 41 719238 41,719,238 42717015
27,843,180 — — 27,843,180 —
12,271,734 — — 12,271,734 35,460,354
— — 12,570336 12,570,336 16,010,905
— — 41,766,862 41 766 862 23,138,051
42 915611 128,928 345 130,954,739 302,798,695 278,624 049
$ 167374189 129092229 $ 139839364 % 436305782 $ 408,394,900




MUNICIPALITY OF ANCHORAGE, ALASKA

Reconciliation of Net Assets Between the
Government-wide and Fund Financial Statements

December 31, 2004

Amounts reported as fund balance on the governmentat fund balance sheet $ 302,798,695

Amounts reported for governmental activities in the statement of net
assets are different because:

Capital assets used in governmental activities are not financial

resources and, therefore, are not reported in the funds, 2,817,809,325

Other long-term assets are not available to pay for current period
expenditures and, therefore, are deferred in the funds:

Jail lease receivable, net activity $ 55,835,091

Property taxes 6,152,522
Deferred charges 2,584,894
64,572,507
Internal service funds are used by management to charge the
costs.of fleet management, cost of insurance, and information
technology to individual funds. The assets and liabilities of the
internal service funds are included in the governmental activities
in the statement of nei assets, 23,045,232
Long term liabilities, including bonds payable and accrued interest,
are not due and payable in the current period and therefore not
reported in the funds:
General obligation bonds (367,386,458)
Revenue bonds (54,545,000)
Special assessment bonds (690,000)
Certificates of participation (6,560,000)
Notes and contracts (6,779,034}
Compensated absences (12,889,447)
Police and fire post employment health care benefits liability {153,919,710)
Unfunded Pension Obligation (2.344,517)
Accrued interest pavable (3,838,686)
{608,952,852)

Net assets of governmental activities $ 2,599272907

See accompanying notes to financial statements.



MUNICIPALITY OF ANCHORAGE, ALASKA

Statement of Revenues, Expenditures, and Changes in Fund Balinces
Governmental Funds

Year ended December 31, 2604
{With summarized financia! information for the year ended December 31, 2003)

Other Totzl Governmenta] Funds
MOA Governmental
General Trust Funds 2004 2083
Revenues:
Taxes 5 372,606,202 13 — 3 — 5 372,606,202 5 344,146,857
Special assessments £58,002 — 792,611 1,650,613 1,297,844
Licenses and permits 12,624,998 - — 12,624,998 11,568,910
ntergovernmental 3,252,213 — 34,181,663 37,433,876 56,013,938
Charges for services 19,170,939 — 5,605,967 24,776,906 22283909
Fines and forfeitores 6,712,483 — 245,006 6,957,573 6,083,988
Iovestment ncome 1,292,109 11,363 635 2,071,708 14,727,452 26,915,807
Restricted contributions 34,286 -— 1,260,049 1,294 335 52,450
Other 2 405 659 —_ 855 720 3,261,388 3,690,183
Trtal revennes 418,956,891 11,363 635 45,012,823 475,333,349 472,058,886
Expenditures:
Corrent:
General povernment 13,763,263 730,967 2,011,492 16,514,722 22 961,766
Fire services 49,029,677 — 1,872,490 50,502,167 45,935,347
Police services 63,353,884 — 2,962,472 66,316,356 60,157,670
Health and human services 12,794,694 — 30,970,946 23,765,640 29 841 949
Economic and cemmunity development 33911425 — 4,038 441 37,949 866 23,836,321
Public transporiztion 14,855,345 — 3,147 466 18,002,811 15,350,897
Public works 13,872,783 — 1,113,614 14 087 397 29,832,140
Education 153,993 490 — 285,280 134,278,770 144 095 089
Maintenance and operations 24 357,227 — 562 24357789 26,892,534
Debt service:
Principal 22,176,762 — 5,325,000 27,501,762 25,791,483
Interest 16,024 472 —_ 3,627,906 19,652,378 19.227 244
Bond issuance costs 255,509 — 588279 B43 788 444,370
Capital cutlay — — 58,750,450 58,750,450 50,054,574
Total expenditures 418,389 531 739,967 34 694 398 313.823.89% 504 341 393
Excess (deficiency)} of révenues over
expenditures 567,360 10,623 668 {49,681 575} (32,490.547) {32.282,507)
Other financing sources (uses):
Transfers in - from other finds 12,519,206 — 11,588,946 24,108,152 22,646,876
Transfers out - to other funds (13.482,517) (6,600,000) {5,000,833) (25.083,244) (23.154,015)
{ieneral obligation bonds issued - — 32,375,000 52,375,000 35,000,000
Long term debt issued — — 5,365,000 5,365,000 -
Refimding bords issued 21,465,000 — — 21,465,000 —
Premium on bond sale 1,757,098 — 591,593 2,348,691 714,292
Premium on refimding bonds 1,877,845 — — 1,877,845 —
Payment to refunded bend escrow agent to
extmguish debt {21,425,000) — — (21,425,000) —
Payment to refunded bond escrow agent (1.662,336) _— — (1,662,336) —
Capital leases — — 1,146,807 1,146,807 —
Sale of capital assets 3,468 — 2,145918 2,149 378 2926 684
Total other financivg sources (uses) ~ 1.6%52.77%0 (6,600,000} 68,212,433 62,665,103 38,133 837
Net change in fund balances 1,620,130 4,023,668 18,530,848 24,174,646 5,851,330
Fund balapces, beginning of year 41,295 481 124,904,677 112,423,891 278,624,049 272772719
Fund balances, end of year ] 42.915,611 $ 128528345 130,954,739 $ 302,798 695 $ 278624049

See accompanying notes to financial statements.



MUNICIPALITY OF ANCHORAGE, ALASKA

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances

of Governmental Funds to the Statement of Activities

Year ended December 31, 2004

Net change in fund balance - fotal governmental funds

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of those assets
is allocated over their estimated useful Hives and reported as
depreciation expense:

Capital outlay

Depreciation expense

Reversal of capital outlay determined to be expensed under
modified approach

Equipment purchases expensed in fund statements

The net effect of miscellancous transactions involving capital assets
(i.c., sales, trade-ins, and donations) is 1o decrease net assets.

Revenues in the statement of activities that do not provide
current financial resources and are deferred in the funds:
Property taxes
Jail lease receivable, net activity

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial
resources of governmental fimds. Neither transaction, however,
has any effect on net assets. Also, governmental funds report
the effects of issuance costs, preminms, discounts, and similar
items when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities:

New issuance of general obligation bonds

Refunding issuance of general obligation bonds

New issuance of long term debt

Extinguishment of debt due to refunding

Principal repaymemnt

Payment to escrow agent for refinding

Net activity of premiuvm discount, issuance, and interest of
issued debt

Some expenses teporied in the statement of activities do not
require the use of current financial resources and, therefore,
are not reported as expenditures in govermmental finds.

Compensated absences .
Unfinded pensien obligation

Internal service funds are used by management to charge the costs
of insurance, fleet management and information technelogy
to individual funds. The net revenue (expenses) of certain activities
of internal service funds is reported with governmental activities.

‘Change in et assets of governmental activities

See accompanying notes to financial statements.

58,750,450
(22,698,236)

{17,541,643)
4,843,955

709,382
(2,108,021)

(52,375,000)
(21,465,000}
(5.365,000)
21,425,000
27,501,762
1,662,336

(3,432,889)

$

24,174,646

23,356,526
(6,790.477)

(1,398,639}

(32.048,791}

(146,841)
(2,344,517)

{7.042,694)

$

(2.240,787)




MUNICIPALITY OF ANCHORAGE, ALASKA

Statemnent of Net Assets
Proprictary Funds

December 31, 2004
{With summarized financiz] information at December 31, 2003)

Business-Type Activities — Enterprise Fuonds

Other Total
Electric Water Wastewater Enterprise Enterprise
Assets Utility Utikity Utility Funds Funds
Current assets:
Cash $ 1,600 3 — $ — 3 5,347,045 3 5,343,645
Cash in central treasury 28,721,829 11,097,835 8,614,895 24,848,932 73,283,491
Dye from other funds — — — — —
Receivables {net of allowance
for uncollectibles) 33,998,260 2,857,932 1,829,715 2,970,528 41,656,435
Interest receivabie 80,516 53,422 107,922 3,665 254 535
Current portion of lease receivable — — — 457,236 457,236
Inventorics 15,073,657 1,503,410 —_— — 16,577,067
Prepaid items and deposits — — — 86,591 86,591
Special assessments receivable — 91,750 168,666 — 260,416
Unbilled reimbursable work orders 17,274 382,114 150,262 — 549 6350
Deferred charges and other assets 304,052 — —_ —_ 304,652
Restricted assets:
Cash in central treasury 15034711 — —_ —_ 15034711
Customer deposzits 1,018,265 353,034 370578 — 1,781,877
Restricted deposits — —_ — 592,202 592,202
Receivables —_ — — 5,225 5,225
Bond and acquisition and
construction accounts — 2,583,143 1,995 %07 41751923 46,330 873
Revenue bord operations and
maintenance accoumnts 8,005,968 — _ 369,812 8,375,780
Debt service accounts £.872 603 11,341,761 2,192,424 1,141,022 21,547 810
Total current assets 109 137 735 30,304 401 15 430,269 77.569,181 232 441 586
Noncurrent assets:
Loans receivables, net — _ — 28,5E5 28,585
Advances to other funds — — — —_ —
Revenue bond reserve investments 24 784,783 — — — 34,784 783
Deferred charges and other assets 4,054 256 1,444,756 2,807 803 1,354,587 9,661,402
Capital assets, net 281,209,765 386,479,583 276,607,013 171,020,802 1,115,317,163
Totz] noncurrent assels 310,048,804 387,924,339 275,414,816 172,403,974 1,149,791,933
Total assets 5 419,186,539 $ 418,228,740 5 294,345,085 $ 249973155 5 1,382,233519

See accompanying netes to financial statements.



Total Propietary Funds

Governmental
Achivities —
Internal
Service December 31, December 31,
Funds 2004 2003
— 3 5,343,645 $ 4,001,234
5,610,445 78,893,936 76,734,898
908,019 508,019 908,019
143 41656578 31,865,888
— 254,525 735,239
— 437,236 416,691
333,555 16,910,620 17,105,915
275,114 361,705 521,863
— 260,416 201,909
_ 549,650 523,713
— 304,052 463,496
—_ 15,034,711 3,674,614
— 1,781,877 1,807,310
— 592,202 524,363
— . 5,225 290,077
6,467,563 52,798,436 36,255,853
— 8,375,780 7.126 426
— 21,547 810 41 D68 381
13,594,837 246,036,423 224,225 889
— 18,585 34,932
6,789,033 6,789,033 6,734,166
_ 24,784,783 —
—_— 9,661,402 13,792,375
38,574,254 1,145,891,417 1,128,000.917
37,363,287 1,187,155,220 1.148,562,383

50.958,124 $ 1433191643 §  1,372,788,277

{Continued)



Liabilitics and Net Assets

Current hsbilities:
Accounts pavable and retainages
Compensated absences payable
Claims payable
Claims incurred but not reported
Dug to other funds
Accrued interest payable
Lang-term obiigations maturing
within one year
Deferred revenue and deposits
Deferred cradits and other liabilities
Current liabilities payable from restricted assets:
Customer deposits payable
Capital aequisition and construction
accounts and retainage payable

Total current liabilities

Noncurrent liabilities:

General obligation bonds payable (net of
unamortized discounts, premitms,
deferred gain or loss an refunding)

Revenue konds payable (net of
upamortized discounts, prentiums,
deferred gain or loss on refunding)

Special assessment bonds payable
(net of unamortized discounts)

Due to other funds

Alaska clean water loan payable

Other loans and contracts payable

Deferred revenue

Compensated absences payable

Unfunded pension obligation

Total nencurrent liabilities

Deferred credits and other liabilities:
Future landfill clesure costs
Other deferred credits
Cemributed capital
Tetal deferred credits and
other liabilities
Total liabilities
Met assets:
Invested in capital assets, net of related deht
Restricted for debt service
Restricted for operations and maintenance
Restricted for acquisition and construction
Unrestricted

Total net assets

MUNICTPALITY OF ANCHORAGE, ALASKA

Statement of Net Assets
Proprietary Funds

December 31, 2004

(With summarized financial information at December 31, 2003)

R

Type Activities — Enterprise Foads

Other Total
Electric Water Wastewater Extterprise Enterprise
[tility Ltility Utility Funds Funds
5 9,330,465 $ 1,074,168 H 868,628 1,332,695 b3 12,605,956
1,571,503 950,199 950,199 516,108 4,068,009
— — — 360,217 360217
1,741,803 2,182,616 796,445 433,681 5,154,547
13,310,000 3,959,203 7,008,955 4907931 31,186 089
2,843,018 e — 216,764 3,059,782
70,518 — —— 260,004 330,522
1,018.265 393,034 370,578 54,944 1,836,821
— 1.012,31¢ 1,082,687 583,189 2680186
26 885574 11,611,530 11,117,452 8,667,533 61,282,129
— — 5,729,820 2,267,230 7,997,050
209,691,105 91,044 821 27,037,888 2,541,526 330315344
— 254522 17,841 — 272,363
— —_ — 962,886 967,886
— 21,892 621 20,474,275 11,779,341 63,146.237
- 90,626 90,626 - 181,252
122 368 230547 163,222 165,120 681,257
205,813.477 113,513,137 62,513,672 17,716,103 443,556,389
— — — 11,111,326 11,111,326
24,355,633 — {33,722) — 24321911
14,638,553 231,567,132 178,350,158 — 424,555,843
38.994.186 231,567,132 178.316.436 11,111,326 459,989,080
278,693,257 356.691.799 251,947,600 37,494,962 924,827,598
43,570,103 35,761,284 28.988.076 149,524,774 257,844 237
29,915,581 10,754,413 2,010,871 1,446,334 44,127,199
— — : —— 35,142 35,142
12,191,693 — — 42,024,970 54,216,672
54.815925 15,021,244 11,898,538 19.446.964 101,182,671
5 1404933502 3 61,536,941 3 42 897 485 212,478,193 457,405,921
Adjustment to reflect the consolidation of internal service fund activities related te enterprise funds 206.873
3 457612734

Net assets of business-type activities

See accompanying notes te financial statements.
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Tatal Froprietary Funds

Governmental
Activities —
Internal
Service December 31, December 31,
Fonds 2004 2003
b 566,190 5 13,172,146 5 7.871,747
565,710 4.663.719 4,455,977
6,633 412 6,633,412 6,567,269
5,837,424 5,837,424 5961,115
5,988,019 6,348,236 31,202,266
_ 5.154.547 5,160,278
75,997 31,262,086 30,463,196
43 467 3,103.249 339,553
—_ 330,522 4,038,909
—_ 1,836,821 1,842,904
532,374 3.212,560 1914412
20,272,593 81,554,722 99,757 626
— 7,997,050 15,649 244
— 330315344 308,624 069
— 272,363 304,186
6,024,762 6,987,648 7.642,185
— 63,146,237 49204 121
—_ — 75,998
1,276,128 1,276,128 1,505 908
— 181,252 298,214
132,536 813,793 —
7433426 410,989,815 383,393,925
— 11,111,326 10,324 632
— 24321911 17,316,835
— 424,555 343 412,056,664
— 459 989,080 439,658 13]
27,706,019 952,533,617 922,849,682
13,565 476 281409713 303,867 575
o 44,127,159 39,284,761
— 35,142 524 363
—_ 54,216,672 27,887,567
(313,371 100,869,300 78,374,329
$ 23,252,105 %  4B0658,026 1 445,938 595

[F¥)



Operating revenues:
Charges for services
Other

Total operating revenues

Operatisg eXpenses:
Operations
Municipal service assessment taxes
Amortization of future landfill closure costs
Depreciation

Tatal operating expenses
Operating income (loss)

Nenoperating revenues (expenses):

Investment income

Other revenues .

Intergevernmental revenue

Interest expense

Allowanece for funds used during
construction

Gain on disposition of assets

Amortization of deferred charges

Other expenses

Net nonoperating reveoues
{expenses)

Income before capital centributions,
special item and transfers

Capirtal contributions

Special item — regulatory adjustment
Transfers in

Transfers out

Change in net assets
Total net assets — beginning
Total net assets — ending

R

MUNICIPALITY OF ANCHORAGE, ALASKA

Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds

Year ended December 31, 2004
{With summarized financial information for the year ended December 31, 2003)

Type Activities — Enterprise Funds

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds

Change in net assets of business-type activities

See accompanying notes to financiai statements.

ad

tad

Other Total
Electric Water Wastewater Enterprise Eunterprise
Utility Utility Utility Funds Funds
93,026,061 $  29,376,96] 25492000 34,005,001 £ 181,500,032
14,486,940 3,991,011 1,098,198 4,949,709 24,525 858
107,513,001 33,367,972 26,590.207 38,954,710 206,425,850
61453351 ° 17,094,054 15,821 938 23,329,920 117,699.263
2,065,369 3,261,713 2,290,291 1,564,550 9,181,928
— — — 786,694 786,694
14,343,676 5,736,739 4,495,873 8735931 33,312,319
77,862,396 26,092,511 22,608,202 344170905 160,980,204
29,650,605 7,275,461 3,982,005 4.537.615 45,445,636
1,013,779 301,357 211,801 759,407 2,276,444
143238 29,250 —_ 195,249 367787
— - — 2.303,543 2,303,543
(14,747,400) (5,665,360} (2,075,552) (978, 777) {23,467,089)
213,750 781,541 533,036 — 1,528,327
— — — 109211 108,211
(261,052} (769,169} {300,092) (52,929) {1,323,282)
{406.,609) — — — (406,609)
{14.044,284) (5,332,381) {1,630.707) 2,335,704 (18,671,668}
15,606,321 1,543,080 2,351,298 6875319 26,774,018
_ — — (484.819) (484,819}
11,951,632 — — — 11,951,652
—_ — — 1,373,500 1,373,500
— — — {1,83%,338) {1,839,338)
27,557,973 1,943,080 3,351,298 5,922,662 37.775,013
112,035,320 59,593,861 40,546,187 206,555,53])
140,493,302 § 61,536,941 T 42,897 485 212,478,193
' (12.888)

S argealzs



Total Proprietary Funds

Governmental
Activities —
Internaf
Service
Funds 2004 2003
32,643,723 $ 214,543,755 $ 201242335
—_— 24,525,858 17.097 372
32,643,723 239.069.613 218,339,707
29.553,832 147653095 132 814,604
— 9,181,928 6,608,357
— 786,694 167,073
6,064,333 39,376,652 38.782.94%
36018165 196,998 369 178,972 933
{3,374 2442) 42,071.244 39 366 724
329811 2,606,255 2220534
14,953 382,740 578,069
125,000 2,428,543 1,561,780
{241,784) (23,708,873) (23,968,648)
— 1,528 327 1,713,022
(36,202) 73,009 43,121
_— {1,383,282) (1,568,025}
— {406,609} (449,905)
191,778 (18,479 890 (19,869,652)
(3,182,664) 23,591,354 19,497 072
— {484,819) (107,963
—_— 11,951,652 6,695,054
— 1,373,500 3,899,500
(3,872.918) (5,712,256) (4.712 808)
(7,055,582) 30,719,431 25 270,855
30307 687 449,938,595 424 667 740
23.252,105 $  480.658.026 $ 449938595
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MUNICIPALITY OF ANCHORAGE, ALASKA

Statement of Cash Flows
Proprietary Funds

Year ended December 31, 2004
(With suminarized financial information for the year ended December 31, 2003)

Cash flows from operating activities:
Receipts from customers and users
Payments to employess
Payments to vendors

Net cash provided by operating activities

Cash flows from noncapital financing activities:
Transfers to other funds
Transfers from ather funds
Lean proceeds from central treasury
Loan payments to central freasury
Onher noncapital receipts
Other noncapital payments to vendors

Net cash provided (used) by noncapitat and
related financing actvities

Cash flows from capital and related financing activities:
Proceeds from issuance of long-term obligations
Principal payments on long-term obligations
Loan proceeds from central freasury
Loan payments to ceniral treasury
Interest payments on long-term obligations
Acquisition and construction of capital assets
Praceeds from disposition of capital assets
Intergovernmental revenue received
Proceeds from gas underlifi settlement
Capital contributions — customers
Capital contributions — intergovernmental
Payments for interfund services used
Proceeds from Alaska Clean Water loans
Principal payments on Alaska Clean Water loans

MNet cash used by capital and related
financing activities
Cash flows from investing activities:
Proceeds from sales and maturity of investments
Proceeds from investment in direct financing leases

Purchase of investments
Investiment income received

Net cash provided (used) by investing activities
Net incrase {decrease) in cash

Cash, beginning of year

Cash, end of year

Cash
Cash in central treasury
Customer deposits

Cash, December 31

See accompanying notes 1o financial statements,

Type Activities ~ Enierprise Funds

Electric Water Wastewater
Utility Gtility Utility
116,236,703 $ 35,118,318 5 26,774,022
(17.351,773) (2,760,289 {9,362 002}
{48.016,576) (11.43],535) (8,522,5900
30,868,354 13 926,494 5,489,340
11,988 29,250 _
(406.612) — —
(394,624) 29,350 —
— 16,303,738 22,060,672
(12.830,000) (4,625,000) {5,695 000)
— {7,933,945) (11,891,841)
(13,019,721) (5,678,805) {1,865,63%)
(11,815,362) (13,744,580% (14,292,594}
138,570 — —
11,951,652 — -
1,041,065 560,866 886,986
522,405 667,424 1,570,250
(813,279) — —
— 8,715,413 3,328,002
— (670,624) (1,364,329)
{24,824,690) (6,405,513) (2,363,493)
(12,681,829 (5,101,084 (4,188.231)
1,181,893 279,586 213,489
11,499,936) {5,821 498) (3,974,742}
14,149,104 1,728,733 2.151,185
15,592 550 9,762,136 5,834,368
28.741.694 $ 11,490,869 3 8985473
1,600 % —_ 5 —
28721829 11,097,835 £.014,895
1,018,265 393,034 370,573
29,741,694 3 11,490,869 3 8,585,473
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GGovernmental Total Proprietary Funds
Activities —
Other Total Internal
Eaterprise Enterprise Service
Funds Fuunds Funds 2044 2003
$ 42,685,507 $ 220814550 % 32,692,329 5 253,506,879 $ 223,760,410
(22,136,956) {48,611,150) (7,556,858) (56,168,008} (54,713,140)
{15,988.555} (84.359,256) (22,339 .813) {106,699.069) {90,743.931)
14,559,956 87.844.144 2,795,658 90,639,802 78,303,339
{1,839,338) (1,839.338) (3,872,918) {5,712,256) {4.603,588)
1,373,500 1,373,500 — 1,373,500 3,899,500
- — 918,486 918486 —
{310,352) (310,332) (6,884,295) (7.194,627) —
183,720 224958 14,953 239911 1,946,423
— (406,612} — {408,612) (449,906)
{592,450} {957,824) (9,823,774) (10,781,598} 792,429
— 38,364,410 — 38,364,410 —-—
{5,012,932) (28,162,932) (1,040.689) (29,203,621) {29,532,556)
962,886 962 386 — 962,886 —
- (19,825,786) — (19,825,786) {1,208,252)
(980,567 (21,544,752) (243,659 (21,788,411) (22.210,292)
(18,188,822) (58,041,358} (1,128.534) {59,169,397) (55,595,235)
20R,637 347,207 108,614 455,821 419,484
2,044,836 2,044,836 125 000 2.169 836 1,706,059
— 11,951,652 _ 11,951,652 -
(312,239) 2,176,678 — 2176678 1,370,573
— 2.760,079 — 2,760,079 2,324,461
— (813,279) - {813,279 _
— 16,943,415 — 16,943 415 6,090,965
— (2,034,953} — (2,034,953} {1,813,378)
(21,278.201) (54,871,897) (2,175,268} (57,051,165) (98448171}
—_— — - — 2861953
568,160 568,160 — 568,160 229,507
— (22,971,144) — (22.971,144) (BE2,598)
1,667,182 2742,150 329,811 3,071,961 2,618,510
1,635,342 (19.660,834) 329,811 {19,331,023) 4,827,272
(5,675,353) 12,353.589 (8,877,573) 3476016 {14,525,131)
| 35,866,330 68,055,424 14,488,018 82,543 442 97,068,573
g 30,190,977 $ 80.409.013 3 5,610,445 ¥ 86,019,458 $ 82543 442
% 5,342,045 5 5,343,645 5 — % 5,343,645 A 4,001,234
24 848,932 73,283,491 5,610,445 78,893,936 76,734,898
— 1,781,877 — i,781.877 1,807,310
3 30,190.977 3 R0.409.013 h 5,610,445 3 §6.,019,458 3 B2 543 442

(Continned)



MUNICIPALITY OF ANCEORAGE, ALASKA

Statement of Czsh Fiows
Proprietary Funds

Year ended December 31, 2004
{With summarized financial information for the year ended December 31, 2003)

Reconciliation of change in net assets to net cash
provided by operating activities:
Operating income {loss)
Adjustments o reconcile operating in¢ome 1o net
cash provided by operating activibies:

Depreciation
Amortization of fiture landfili closure costs
Atlowance for uncollectible accounts
Capital equipment purchases

Changes in assets and liabilities which in¢rease

(decrease) cash:

Accounts receivable
Notes receivable
Unbilled reimbursable work orders
Prepaid items and deposits
Inventories
Customer deposits
Deferred charges and other assets
Accounts payabie and retainages
Due to other funds
Accrued intcrest payable
Claims payable
Deferred credits and other liabilities
Deferred revenue and deposits
Unfunded pensior ebligation
Compensated absences payable

Totaf cash provided by operating activities

Noncash investing, capital, and financing activities:
Capital purchases on account
Deferred refunding loss
Contributed equipment
Special item - regulatory deferred asset
Special item - regulatory depietion adjustment

See accompanying notes to financial statements,

B Type Activitics — Enterprise Funds
Eleciric ‘Water Wastewater
Unility Utility Utility
h) 29,650,603 7275461 $ 3,982,005
14,343,676 5,736,739 4.495973
630 58512 (6,240)
15,641,037 19,419 {312.329)
51.859 {99.287) 21,491
217,759 {68,973) _
28 065 {27,681) 4,788
826,829 39,853 (483,908)
1,868,635 706,641 579,118
(12,031,435) — {10,043)
122368 230,547 163,222
48.330 55,263 35,263
5 50,868,354 13,926,494 3 8,489,340
b 440,213 73,005 5 319,704
305607 11,622,436 5,964,522
$ 835.820 11,693,441 b3 6,284,226




Total Proprietary Funds

Governmental
Activities —
Orher Tatal Internal
Enterprise Enterprise Service
Funds Fuads Funds 2004 2003
3 4,337,615 5 45,445 686 $ {3.374.442) A 42071244 39,366,724
8,735,931 33312319 6,064,333 39,376,652 38,782,049
786,694 T8O,604 — 786,694 767,073
— 52,902 — 52,902 12,468
30,558 30,558 —_ 30,358 —
{189,664} 15,158,463 1,496 15,159,959 (18,771,455)
6,500 6,500 —_ 6,500 2,397
— (25937 — (25,937 94 080
10,794 10,794 (8,017) 2,777 543,151
— 148,786 46,509 195,295 734,957
19,170 24342 — 24,342 81,498
— 382774 157,225 539,099 (3,220,897
457,212 3,711,606 32,213 3,743,819 395263
— — — — 1,695,797
— — ) — — (634477
120,194 (11,921,288) {229, 1800 (12,150,468} 18,214,386
{79,108) {79,108) —_ (79,108) 81 626
165,120 681257 132,536 813,793 —
(41,060} 117,796 {27.015) 90,781 156,795
$ 14 550 956 3 87,844,144 3 2,795,658 by G0L639 802 78,303 339
g 518,600 3 1,349,522 3 532374 3 1,881,856 1,845,823
80,061 80,061 — 80,061 11246
— 17,982,565 — 17,982,565 0045674
— — — — (8,502,156)
— — — — 15,197.210
5 596,661 $ 19,412,148 5 532 374 ) 19,944 522 14,697,797
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MUNICIPALITY OF ANCHORAGE, ALASKA

Statemnent of Fiduciary Net Assets
Fiduciary Funds

Pecember 31, 2004
Pension and Employee
Other Post Benefits
Employment Benefit Agency
Assets Trust Funds Fund
Cash in cenirai treasury 3 72,443 6,623 869
Cash, cash equivalents held
under securities lending program 22,514,095 —
Investment in master group trust 395,038,728 —
Investments 5,897 481 —
Accounts Recetvable — 3574
Due from Qther Funds — —
Contributions receivable —_ —
Capital assets, net 27033 —
Total assets % 423,549 780 6,633 843
Liabilities )
Accounts pavabie k3 99,272 164,394
Payable under securities
lending program 22,514,095 —
Due to employges — 5,031,105
Due to employees® retirement systems — 966,588
Payroil liabilities — 471,756
Total lizbilities 22 613367 6,633 843
Net Assets
Held m trust for:
Employees” pension benefits 395037 416 —_
Employees’ post employment healthcare benefits 5.898.997 —
Total net assets 13 40,936,413 —

See accompanying notes to financial statements,



Additjons:

Contributions from other funds
Contributions
Investment income:

Interest

Dividends
Net increase (decrease) in fair value of invesiments

Less: investment expense

Deductions:

Total additions (reductions)

Regular benefit payments
Administrative expenses

Total deductions

Change in net assels

Net assets — beginning
Net assets — ending

MUNICIPALITY OF ANCHORAGE, ALASKA
Statements of Changes in Fiduciary Net Assets

Fiduciary Funds

Years ended December 31, 2004 and 2003

See accompanying notes to financial statements.
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Pension and Other Post Employment

Benefit Trust Funds

2004 2003
b 1,495,890 h 1,320,447
18,775 4,710,589
5,892,040 5,596,750
1,014,967 1,298,653
36,966,300 66,079,838
(1,430,934) {1,213,398)
43,957 038 77,792,929
23,317,352 21,032,582
867,850 1,704,712
24,185,202 22 8277294
19,771,836 54,965,635
381,164,577 326,198,942
b 400,936,413 $ 381,164,577
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MUNICTPALITY OF ANCHORAGE, ALASKA
Notes to Basic Financial Statements
December 31, 2004
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NOTE 1
(a)

MUNICIPALITY OF ANCHORAGE, ALASKA
Notes to Basic Financial Statements
December 31, 2004

Summary of Significant Acconnting Policies

Reporting Entity

The Municipality of Anchorage (Anchorage) operates under an elected nonpartisan Mayor-Assembly
form of government. The Mayor is elected at large for a three-year term. Legislative power is vested
in the Assembly with executive and administrative power vested in the Mayor. The financial
statements of the reporting entity include those of Anchorage (primary government) and its
component units. The component units discussed below are included in the reporting entity because
of the significance of their operational or financial relationships with the primary government.

Blended component units. The Anchorage Parking Authority, Inc. (Authority) is 2 public
corporation created to manage Municipal parking facilities. The Authority is reported as a blended
component unit, as it’s sole purpose is to provide parking management services to the primary
government. The Alaska Center for Performing Arts, Inc. (ACPA) operates, maintains and promotes
the performing arts center, which is owned by the primary government. The ACPA is reported as a
biended component unit as it was created to manage the Municipal owned performing arts center and
provides facility management services exclusively to the primary govemment. The Cooperative
Services Authority (CSA) is a purchasing cooperative created to obtain savings through pooled
purchasing power and managed vendor negotiation. In 2004 the CSA provided services exclusively
to the Municipality of Anchorage. The Authority, ACPA, and CSA are reported as enterprise funds.

Discretely presented component umits. The Anchorage School District (School District) is
responsible for elementary and secondary education within Anchorage. Members of the School
Board are elected by the voters, however, the School District is fiscally dependent upon the primary
government because the Assembly approves the total budget of the School District, levies the
necessary taxes, and approves the borrowing of money and the issuance of bonds. The School
District has a June 30 fiscal year end; therefore, the financial information presented in these financial
statements is as of and for the year ended June 30, 2004. Anchorage Historic Properties, Inc.
(Historic Properties) administers historic preservation projects. The Assembly approves the annual

budget and the financing of historic preservation projects.

Complete financial statements of individual component units, other than the Cooperative Services
Authority, can be obtained from their respective administrative offices in the following locations:

Anchorage School District Anchorage Parking Authority, Inc.
4600 DeBarr Road 700 West 6" Avenue, Suite 206
Anchorage, Alaska 99519-6614 Anchorage, Alaska 99501

Anchorage Historic Properties, Inc. Anchorage Center for the Performing Arts, Inc.
645 West 3rd Avenue 621 West 6™ Avenue
Anchorage, Alaska 99501 Anchorage, Alaska 99501
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MUNICIPALITY OF ANCHORAGE, ALASKA
Notes to Basic Financial Statemenis

December 31, 2004

(b) Government-Wide and Fund Financial Statements

(c)

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support. Likewise, the primary government is reporied separately from certain
legaily separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or applicants
who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function or segment and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not properly included

among program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate

columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property and other taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as

soon as all eligibility requirements have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revénues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, lodging and other taxes, licenses and interest associated with the current fiscal period
are all considered to be susceptible to accrual. Only the portion of special assessment receivable due
within the current period is considered to be susceptible to accrual as revenue of the current period.
All other revenue items are considered to be measurable and available only when cash is received by

the government.
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MUNICIPALITY OF ANCHORAGE, ALASKA
Notes to Basic Financial Statements
December 31, 2004

Anchorage reports the following major governmental funds:

. The General Fund is the government’s primary operating fund. It is used to account for
resources which are not required legally or by sound management to be accounted for in any

other fund.

. The MOA Trust Fund accounts for investments and related income from proceeds of the
sale of Anchorage Telephone Utility and any other amounts the Anchorage Assembly may add
to the fund.

Anchorage reports the following major proprietary funds:

. The Electric Utility Fund accounts for the operations of the Municipal owned Electric
Utility.

. The Water Utility Fund accounts for the operations of the Municipal owned Water
Utility.

. The Wastewater Utlity Fund accounts for the operations of the Municipal owned
Wastewater Utility.

Additionally, the government reports the following fund types:.

) The Internal Service Funds account for the management and maintenance of general
government equipment and vehicles, information technology, and for general liability,
workers’ compensation, and unemployment compensation insurance coverage provided to
other departments on a cost-reimbursement basis.

. The Pension and Post-employment Benefit Trust Funds account for the Police and Fire
Retirement Systems Pension plans and the Police and Fire Retiree Medical plan for eligible

Police and Fire retirees.
e  The Agency Fund accounts for payroll related liabilities.

Agency Funds only report assets and liabilities, thus they do not have a measurement focus.
However, they do use the accrual basis of accounting to recognize receivables and payables.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent
private-sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. Anchorage has elected not to follow subsequent private-sector guidance.

The regulated Electric, Water and Wastewater Utilities (Utilities) follow provisions of Financial
Accounting Standards Board Statement No. 71, Accounting for the Effects of Certain T Ypes of
Regulation. The Utilities” rates are regulated by the Regulatory Commission of Alaska (RCA), and
as a result, revenues intended to recover certain costs are provided either before or after the costs are
incurred, resulting in regulatory assets or liabilities. The Utilities receive contributions in aid of
‘construction which for rate-making purposes are amortized over the life of the respective utility plant
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(d)

MUNICIPALITY OF ANCHORAGE, ALASKA
Notes to Basic Financial Statements
December 31, 2004

as a reduction of depreciation expense. Consequently, contributions in aid of construction are
recorded as a regulatory liability in the accompanying basic financial statements. The Utilities’ rates
also include an allowance for the cost of funds used during comstruction (AFUDC), which is
capitalized in the accompanying financial statements. Associated rate case expenses are amortized

over a period of 24 to 60 months.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between Anchorage’s various
business-type functions and various other functions of Anchorage. Elimination of these charges
would distort the direct costs and program revenues reported for the various functions concerned.

Proprietary Funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a Proprietary Fund’s principal ongoing operations. The principal operating
revenues of the Proprietary Funds are charges to customers for sales and services. Operating
expenses for Enterprise Funds and Internal Service Funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. Revenues and expenses not meeting this

definition are reported as nonoperating revenues and expenses.