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MUNICIPALITY OF ANCHORAGE
ASSEMBLY INFORMATION MEMORANDUM

AIM No. 2026-46

Meeting Date: April 14, 2026
From: MAYOR

Subject: REPORT RECOMMENDING UTILITY REVENUE DISTRIBUTION TO THE
GENERAL GOVERNMENT — ANCHORAGE WATER UTILITY, DON YOUNG
PORT OF ALASKA, AND SOLID WASTE SERVICES

Anchorage Municipal Code (AMC) 26.10.065 provides that if a municipal utility has net income
accrue in any year, a portion may be pledged by inclusion in the utility and general government
budgets. It also requires those municipal utilities that pledge a portion of their net income to
submit a signed report to the Assembly by not later than the first quarter budget process. This
report is required to provide a best estimate of achieved return on equity and any shortfalls of
returns; effect of the proposed distribution on the utility’s current and future capital structure;
and how the proposed distribution is consistent with prudent business-like operations.

In compliance, this memorandum submits to the Assembly the proposed utility revenue
distribution calculations from Anchorage Water Utility, Don Young Port of Alaska, and Solid
Waste Services for its approval. These calculations are reflected in 2026 1st Quarter budget
revisions for General Government and the Utility/Enterprise Activities.

The administration and the utility and enterprise departments recommend the Assembly’s
approval.

Prepared by: Office of Management & Budget (OMB)
Concur: Ona R. Brause, OMB Director

Concur: William D. Falsey, Chief Administrative Officer
Concur: Rebecca A. Windt Pearson, Municipal Manager

Respectfully submitted: =~ Suzanne LaFrance, Mayor



MEMORANDUM

DATE: April 7, 2026

TO: Anchorage Assembly

THRU: Rebecca A. Windt Pearson, Municipal Manager, Municipality of Anchorage (MOA)

THRU: Mark Spafford, P.E., Deputy Municipal Manager, Municipality of Anchorage (MOA)
THRU: David Persinger, P.E., General Manager, Anchorage Water & Wastewater Utility (AWWU)

FROM: Casie West, CFO, Director, Finance Division, AWWU
SUBJECT: Report of Utility Revenue Distribution from AWWU

This memorandum has been prepared to present the results of the utility revenue distribution
determination for AWWU to the MOA in compliance with Assembly Ordinance (AO) 2017-97. AWWU
consists of two utilities: Anchorage Water Utility (AWU) and Anchorage Wastewater Utility (ASU).

AWWU proposes a revenue distribution of $1,500,000 from AWU to the general government in 2026.
AWWU currently faces several uncertainties that may negatively impact the financial health of AWU in
the future including continued employee vacancies, material supply chain issues, escalating construction
costs and cost of borrowing, escalating fuel costs and associated escalating commodity costs, and major
changes to the regulatory landscape: simultaneous compliance with existing, along with new and
evolving, federal and state regulations, particularly those requiring advanced treatment for per- and
polyfluoroalkyl substances (PFAS). There is also ongoing uncertainty with respect to the Eklutna Fish
and Wildlife Program, and how that will impact AWU water supply. Cybersecurity and infrastructure
resilience are also at the forefront due to climate change and global uncertainty. AWWU believe this
recommendation to be consistent with the business-like operations of the utility.

In accordance with AMC 26.10.065.A.3.d, ASU shall not pay a dividend because ASU remains under a
dividend restriction proscribed by the Regulatory Commission of Alaska (RCA) under AS 42.05.521.
Therefore, no distributions from ASU to general government were included in the 2026 Approved
Enterprise and Utility Budget for the MOA in AO 2025-108 adopted on November 18, 2025.

Legal Background
In 2017 the Assembly approved AO 2017-97, amending Anchorage Municipal Code (AMC) Sections
26.10.025 and 26.10.065 to update the method with which municipal utilities calculate revenue
distribution (dividend transfers) to the MOA. This ordinance was established to ensure that such
distributions do not cause MOA Utilities to become capital impaired, and to revise the calculation of
Municipal Utility Service Assessments (MUSA). AO 2017-97 also established a formal process a utility must
take to propose a revenue distribution to the MOA.

AWWU’s Financial Background
AWWU’s long-range financial plan for AWU and ASU balances operational needs against the utilities
abilities to fund needed capital projects and maintain reasonable rates to customers. Financial metrics
are derived from the long-range financial plan to identify trends in financial stability over time.

The utility dividends proposed in the long-range financial plan for 2026 are as follows:
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2026 Target-Level Utility Distributions
Utility Amount
AWU $1,500,000
ASU SO

AWWU Recommendation for AWU in accordance with AO2017-97
Debt/Equity Capital Structure
[AMC 26.10.065A.1.b]

AWU
Capital Structure | Current (2025 Draft) | Proposed (2026 Budget LRFP)
Debt Not yet available TBD
Equity Not yet available TBD

Targeted and Achieved Equity Returns
[AMC 26.10.065A.1.3]
The Targeted ROE for 2025 is from AWU'’s last RCA accepted Return on Equity (ROE) through a general
rate case for tariff rates effective February 12, 2025. The Targeted ROE for 2026 is from AWU’s last RCA
approved Return on Equity (ROE) as filed for tariff rates effective February 13, 2026.

AWU
Year Targeted ROE Achieved ROE
2025 10.50% Not yet available
2026 10.00% TBD

Change in Net Position
[AMC 26.10.065A.2; A.3.a]
AWU
2025 (Draft) ‘ Not yet available

Prudent, Business-like operation of the Utilities
[AMC 26.10.065A.1.c]
AWWU uses its long-range financial plan for AWU and ASU to balance operational needs against the
utilities abilities to fund needed capital projects and maintain reasonable rates to customers. AWWU
proposes a revenue distribution of $1,500,000 from AWU to the general government in 2026. AWWU
believes this recommendation to be consistent with the business-like operations of the utility.
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Appendix
Table 1 — Summary of Economic Effects: Anchorage Water Utility

2025 Actual 2026 1* QTR
(Draft) Budget
Revision
Change in Net Position Not yet Not yet
available available
Data required by AO 2017-97:
Achieved Return on Equity Not yet N/A
available
Targeted Return on Equity 10.50% 10.00%
Budgeted Return on Equity 10.50% 10.00%
Debt Not yet TBD
available
Equity Not yet TBD
available
Total Capitalization 100% 100%
Dividend to be paid $2,500,000 $1,500,000
Dividend as a percent of 2024 Change in Net Position 13.34%
Dividend as a percent of 2025 Change in Net Position Not yet
available
Effect of Proposed Dividend on Current and Future Capital Structure TBD TBD

Orders from Regulatory Agencies

- 1980, September 18, APUC Letter Order Imposing a Dividend Restriction on AWU
- RCA Order U-17-095(8) Removing Dividend Restriction for AWU

Note at the time this memorandum is issued, information shown for 2025 is preliminary and unaudited
and 2026 financial data represents the forecast used to set AWU budgets and the AWU’s 2026 rates.
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MUNICIPALITY OF ANCHORAGE

Solid Waste Services Department

1208 E. 56 Avenue
Anchorage, Alaska 99518

Phone — (907) 343-6262 Fax — (907) 561-1357

To: Anchorage Assembly

Thru: Mark Spafford, Deputy Municipal Manager, Municipality of Anchorage ng
Thru: Kelli Toth, Director, Department of Solid Waste Services k7

From: Orin Carpenter, Chief Financial Officer, Solid Waste Services

Date: 03/05/2026

Re: Report of Utility Revenue Distribution from Solid Waste Services

This memorandum has been prepared to present the results of the utility revenue distribution
determination for Solid Waste Services (SWS) to the Municipality of Anchorage (MOA) in compliance
with Municipal Code Section 26.10.065.

Formally, SWS consists of two utilities: SWS - Refuse Collections (which provides curbside
pickup) and SWS - Disposal (which includes the Anchorage Regional Landfill, Central Transfer Station,
Girdwood Transfer Station, Material Recover Facility, and legacy landfills such as Merrill Field).

The 2026 Approved Enterprise and Utility Budget for the MOA, adopted on November 18, 2025,
in AO 2025-108, as amended, included distributions from SWS utilities to general government in the
following amounts:

SWS — Refuse Collections $300,000
SWS - Disposal $750,000

SWS Proposes dividend distributions in 2026 to general government consistent with the approved
2026 budget amounts. We believe the amounts calculated and to be transferred to general government are
consistent with business-like operations of the utilities. Upon finalization of the annual audit, public
hearings, and the approval of the Administration and Assembly, SWS will transfer the dividends to
general government.

As of the memo date, though both Utilities are showing profits, there are many significant
expenses that have not yet been recorded, which will bring final balances of both Utilities closer to
historical levels.

Exhibit 1 — Refuse Collections Utility DRAFT financials.
Exhibit 2 — Disposal Utility DRAFT financials.

P.O. Box 196650 ¢ Anchorage, Alaska 99519-6650 ¢ http://www.muni.org
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Exhibit 1 — 2025 Periods 1-16 DRAFT SWS Refuse Collections Fund 560000

*NOTE - no periods are closed in FY2025, and FY2024 financials are currently being audited

Current
Description Budget Actuals Difference | % Util
* FULL Labor 3,800,006.00 3,607,882.37 192,123.63 94.94
* Non Labor 5,190,690.00 5,023,734.64 184,934.01 96.44
*  Travel 6,000.00 2,851.75 3,148.25 47.53
* Debt Service 2,621,283.00 1,133,278.09 | 1,488,004.91 43.23
580510 Muni Util Svc Assessment 832,291.00 834,457.27 (2,166.27) 100.26
580520 Dividend to MOA 300,000.00 297,833.73 2,166.27 99.28
*  Transfer to Other Funds 1,132,291.00 1,132,291.00 - | 100.00
** Direct Cost Full Accrual 12,750,270.00 | 10,900,037.85 | 1,868,210.80 85.35
** |ntra Governmental Charges 3,580,298.00 90,797.24 | 3,489,500.76 2.54
*** Function Cost Full Accrual 16,330,568.00 | 10,990,835.09 | 5,357,711.56 67.19
*** Depreciation Amortization 1,257,000.00 - | 1,257,000.00 -
408040 Commercial Collection (9,659,042.00) | (9,961,000.57) 301,958.57 | 103.13
408050 Residential Collection (5,074,268.00) | (5,230,104.72) 155,836.72 103.07
408060 Other Collection Revenues (41,660.00) - (41,660.00) -
408140 Container Rental Fees (942,290.00) (684,989.95) | (257,300.05) 72.69
408145 Misc Operating Income (SWS) (10,000.00) - (10,000.00) -
408160 Late Fees (238,500.00) (71,549.86) | (166,950.14) 30.00
408550 Cash Over & Short - (403.60) 403.60 -
440010 GCP Cash Pools Short-Term Int 19,000.00 - 19,000.00 -
440040 Other Short Term Interest (200.00) (115.35) (84.65) 57.68
*** Revenue Accounts (15,946,960.00) | (15,948,164.05) 1,204.05 100.01
*** BALANCE 1,640,608.00 | (4,957,328.96) | 6,615,915.61 | (303.26)
Remove Investment Activity from Budgeted Activity
440010 GCP Cash Pools Short-Term Int 19,000.00 - ‘ 19,000.00 ‘ -
440040 Other Short Term Interest (200.00) (115.35) (84.65) 57.68
18,800.00 (115.35) 18,915.35

Actual Refuse Collections Activity Minus Investments

Actual Budgeted and Expected Activity Level | 1,621,808.00 | (4,957,444.31) | 6,597,000.26
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Exhibit 2 — 2025 Periods 1-16 DRAFT SWS Disposal Fund 562000

*NOTE - no periods are closed in FY2025, and FY2024 financials are currently being audited

Description Current Budget Actuals Difference % Util

* FULL Labor 7,415,607.00 7,000,619.02 414,987.98 94.40

* Non Labor 9,856,653.00 8,575,713.56 | 1,313,089.22 86.68

*  Travel 14,000.00 8,381.34 5,618.66 59.87

* Debt Service 5,346,332.00 2,585,972.19 | 2,760,359.81 48.37
580510 Muni Util Svc Assessment 2,129,788.00 2,128,627.77 1,160.23 99.95
580520 Dividend to MOA 750,000.00 750,000.00 - 100.00

* Transfer to Other Funds 2,879,788.00 2,878,627.77 1,160.23 99.96

** Direct Cost Full Accrual 25,512,380.00 | 21,049,313.88 | 4,495,215.90 82.38

** |ntra Governmental Charges 4,982,089.00 193,653.35 | 4,788,435.65 3.89

*** Function Cost Full Accrual 30,494,469.00 | 21,242,967.23 | 9,283,651.55 69.56

*** Depreciation Amortization 5,550,000.00 - | 5,550,000.00 -

*** Non Cash Accounts 730,000.00 - 730,000.00 -
406625 Reimbursed Cost-NonGrant

Funded (102,360.00) (195,087.35) 92,727.35 190.59
408040 Commercial Collection (450,000.00) - (450,000.00) -
408070 Disposal Revenues (1,078,609.00) - | (1,078,609.00) -
408080 Landfill Fees (24,501,969.00) | (27,580,756.32) | 3,078,787.32 112.57
408085 Material Recovery Facility Fees (21,949.00) (76,627.11) 54,678.11 349.11
408090 Recycle Rebate 11,000.00 (5,141.39) 16,141.39 (46.74)
408100 Hazardous Waste Fees (1,347,139.00) (267,579.41) | (1,079,559.59) 19.86
408110 Used Oill (11,355.00) (24.00) (11,331.00) 0.21
408120 Refrigerant Handling Fees (143,010.00) (133,779.50) (9,230.50) 93.55
408130 E Waste (22,000.00) (20,892.50) (1,107.50) 94.97
408145 Misc Operating Income (SWS) (22,675.00) 1,200.00 (23,875.00) (5.29)
408150 Unsecured Loads (30,985.00) (35,058.48) 4,073.48 113.15
408160 Late Fees (146,000.00) (17,218.88) (128,781.12) 11.79
408170 Community Recycle Residential (397,113.00) (361,974.00) (35,139.00) 91.15
408180 Community Recycle

Commercial (513,782.00) | (1,144,494.15) 630,712.15 222.76
408185 Landfill Gas Fee (2,505,000.00) | (2,094,775.00) (410,225.00) 83.62
408188 Lease Revenue GASB 87 SWS (44,521.00) - (44,521.00) -
408189 Disposal Lease & Rental

Revenue (6.00) (151,969.92) 151,963.92
408390 Insurance Recoveries (2,000.00) (33,044.02) 31,044.02 1,652.20
408550 Cash Over & Short - 649.10 (649.10) -
440010 GCP Cash Pools Short-Term Int (1,505,000.00) - | (1,505,000.00) -
440040 Other Short Term Interest - (205.04) 205.04 -
440045 Lease Interest Income GASB 87 (1,273.00) - (1,273.00) -
440050 Other Interest Income (195,309.00) (5,281.62) (190,027.38) 2.70
440070 Dividend Income (550,000.00) (726,931.41) 176,931.41 132.17
440080 Unrealized Gains & Losses on

Investments -| (2,738,597.65) 2,738,597.65 -
440090 Realized Gains & Losses on

Sale of Investments - (332,985.56) 332,985.56 -
460070 MOA Property Sales (100,000.00) - (100,000.00) -

*** Revenue Accounts (33,681,055.00) | (35,920,574.21) | 2,239,519.21 106.65

**+*x BALANCE 3,093,414.00 | (14,677,606.98) | 17,803,170.76 (475.52)
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Exhibit 2 — Continued

Remove Investment Activity from Budgeted Activity

440010 GCP Cash Pools Short-Term Int

440040 Other Short Term Interest

440045 Lease Interest Income GASB 87

440050 Other Interest Income

440070 Dividend Income

440080 Unrealized Gains & Losses on
Investments

440090 Realized Gains & Losses on Sale of
Investments

Actual Refuse Collections Activity Minus Investments

(1,505,000.00)
(1,273.00)

(195,309.00)
(550,000.00)

(2,251,582.00)

(205.045

(5,281.62)
(726,931.41)

(2,738,597.65)

(332,985.56)
(3,804,001.28)

(1,505,000.00)
205.04
(1,273.00)
(190,027.38)
176,931.41

2,738,597.65

332,985.56
1,552,419.28

| Actual Budgeted and Expected Activity Level

5,344,996.00 | (10,873,605.70) | 16,250,751.48 |

2.70
132.17
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