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NATURAL GAS DISTRIBUTION SYSTEM DISCUSSION POINTS

CITY COUNCIL WORKSHOP FEBRUARY 6, 2012

Introduction

The purpose of this paper is to provide a framework for discussion at the Council workshop on February
6. We only have two hours for the discussion so it will be important for us to stay focused on the major
issues and decisions that are hefore the Coundil regarding the gas distribution sysiem. This paperis
broken into five sections entitled The Big Questions, Financing Mechanisms, Borrowing Options, Road
Map to Success, and Other Topics for Discussion.

The Big Questions

Should the City Provide Financing for the Distribution System? This is probably the most basic and
fundamental question. If the answer is yes, then we have a lot of work to do and we need to get going
as soan as we can. If the answer is no, then we are done. End of discussion.

An argument can be made that the City should do nothing. Enstar already has a mechanism and process
in place for extending service that is approved by the RCA. It is not hard to envision the distribution
build-out happening naturally once the gas is here. Things like the free main allowance and the location
of the big consumers who are likely hook up guickly would contribute to this scenario. The City would be
assuming risk, substantial administration effort, and a significant debt load if it participated and
ownership of the financed infrastructure would end up resting with a private corporation.

On the other hand, there are powerful arguments for City financing and participation. These can be
discussed in much more detail at the workshop but they include:

» Easier for local businesses and residences to hook up. Financing with easy terms and good
interest rates. Otherwise, all costs must be paid upfront and in full.

s Economic Impact: Big impacts to the economy and the cost of living for local business and
residences would occur much more quickly.

e Tariff paid off more quickly: The more people hooked up and paying the tariff, the quicker the
proposed $1.00 per mcf goes away; benefitting everyone.

e Enstar investment: Enstar is a business and projects need to “pencil”. The quicker people hook
up, the broader the customer base, and the easier it is to justify investing $2.5 Million upfront
for the transmission line, payment of the property taxes for all the new infrastructure, and the
expenses necessary for maintenance and operation in the newly served area.

e The Big Picture: Support for the gas line project, from the Governor, to the legislators, to Enstar

itself is largely dependent upon the City participating. Support could evaporate if the City does
not participate. It is part of the “Homer Plan” that the Governor wanted to see. Enstar’s
continued support for taking the financial risk may disappear without some assurance that
there will be a customer base.

What is the “Core Area”, Why focus on that?



Enstar has requested that the City identify a “core area” in Homer that would be serviced first. The idea
was to identify the area that contained the biggest potential gas consumers and the greatest density.
This would provide for a quick return on investment for both the City and Enstar and reaily jump start
the extension of the distribution system. The staff took a shot at identifying a core area using some
assumptions and basic criteria. A map was provided to Enstar which then engineered and cost estimated

a build-out plan. The proposed build-out plan is in your packet. A hig map of the draft core area will be
on the wall.

There are several questions to be discussed about the core area. First, there is likely to be great
discussion about the boundaries and which streets and/or neighborhoods should be in and which should
not. Planning, Public Works, Enstar, and the financing institution will all have recommendations about
that. The Council will as well. The map can be easily changed and we expect that it will be.

The second big question is whether we should do the entire town at once (or smaller sectionsone ata
time).There are good arguments for that. They include 1) every Homer resident and business gets the
benefit right up front or knows they will get it at some point 2) everybody gets it for the same price, 3}
there is less administrative burden if you have one big service area or LID instead of lots of little ones
that come on line at different times. The advantages of starting with a large core area is that you
capture the easy to do stuff first, you see how it goes, and you decide whether to expand later. There is
also less tisk involved because the City would be borrowing $ 6 Million instead of $12 Million or more.

What are the Financing Mechanisms?
See Section 2

What are the Borrowing Options?
See Section 3

How Do we Proceed from Here?

A sﬁggested road map to success is provided in S;ection 4.
Financing Mechanisms

This section contains three options that are available for financing the gas distribution network. The first
two are common methods used by municipalities for financing the extension of utilities. The third is an
option based upon programs unique to Homer; the HART and HAWSP programs.

Special Service Districts

A special service district is an area where the City provides a service to a designated part of the City that
is not provided to the City at large. A special mil rate is levied on the benefitting properties to pay for the

service. In this case, the idea would be that the “core area” would be set up as a special service district
and a mil rate levied.




There are advantages and disadvantages to using a special service district in this case. The advantages
include the fact that it would be easy to administer and the higher value properties would pay
proportionate to the benefit received, The disadvantages include the fact that not everyone would
consider it fair if some property owners paid more than others. Tom Klinkner has advised that using
property taxes to pay off bonds for infrastructure not owned by the City may be problematic. The
biggest disadvantage may be the fact that altmost half of the assessed value in the core area, including
the biggest potential consumers, is exempt from property taxes. This raises fairness questions. it is
uniikely that the City could obtain payment in lieu of tax agreements from all of these properties.

Local Improvement Districis

The Council already has experience with local improvement districts. It uses them for the extension of
water and sewer service. This is the most common method used for extending utilities and the Borough
does this for the extension of gas mains. Under this scenario, the core area would be set up as an LID.
Enstar has estimated that the build-out of the core area would cost $ 6 Million. (please refer to the
attachments discussing the free main allowance for the estimated actual costs to the City). There are
approximately 2,400 benefitted lots which means that the assessment per lot would be about $2,500
per lot plus interest and administrative charges.

There are a number of advantages to using an LID. This is a commonly used method and is accepted by
financing institutions. According to the Bond Bank and the City attorney, it is particularly well suited
here for selling bonds. Another reason is that everybody pays unless the Council chooses to grant
exemptions. The primary disadvantage is the fact that a 2,400 lot LID would be a real administrative

challenge.

If the Council chooses the LID option, it will have to adopt an ordinance and make decisions about things
like exemptions and how the assessment will be applied. | would recommend that the Council initiate
the LID itself {(HCC 17.04.030 (D)) in order to save time and avoid confusion and unnecessary work both

for the City and the property owners,

One idea that | have discussed with both Tom and the Bond Bank is the notion that the City could set up
an LID but then defer assessments and pay off the bonds with a dedicated sales tax. Assessments would
not have to be paid unless the tax was inadequate to service the loan. Asking the voters if they want to
remove the exemption for unprepared foods and dedicate the money to paying off bonds is one idea.
The advantages of this are that much of the administrative burden would go away and residents would
not have to pay assessments. Under this scenario, it would be good to make it clear when service wilt be
extended to the remainder of the community. A dedicated tax would require a vote.

Create a Homer Accelerated Natural Gas Program (HANG).

A program like this would be based upon the model the City has already established with HARP and
HAWSP. The City could establish a fund, perhaps with some seed money, and feed it with a dedicated
sales tax. The fund could then be used to finance gas main LiDs. This would also require a vote of the

people.



The advantages to this approach are that the City could self finance the extension of gas mains and
might not have to borrow as much money. It would also provide a recurring source of funds for creating
new LIDS, The major downside is that it would delay the build-out and would probably jeopardize the
two year core area build-out plan Enstar has talked about.

Borrgwing Options

We have explored a2 number of borrowing options. The best ones seem to come down to the ones listed
helow:

Special Assessment Bonds

in this case the City would work with a commercial lender who would loan it money for the broject. The
City would sell special assessment bonds and pledge to make repayment with the properiy assessment
proceeds, This is how it was done in the Mat-Su Borough. The advantages of this approach include the
fact that it is a well established procedure and banks are generally more than willing to work with cities
on these types of bonds. The disadvantages include the fact that commercial interest rates are likely to

be higher, the City’s legal costs are likely to be higher, and the City would use its own bond rating, rather
than the state, a fact that might drive interest rates higher.

Self Financing

The Borough self finances the extension of gas mains into subdivisions. It is able to do this because it has
ample reserves and because most of the extension projects are relatively small, like the current one in
Anchor Point. In this case, the City does not have the reserves the Borough has and we are talking about

extending mains for at least 37 miles of road, the entire downtown core. This is a hig project and would
require an estimated $ 6 Million,

The Primary advantage of self financing of course, is that you don’t incur debt and pay interest and fees.
The downside in this case is that the City would draw its reserves dangerously low and if it only
contributed a small amount, like several million, it would really slow things down.

Municipal Bond Bank Bonds

A very common method of financing for municipalities is to sell bonds through the Alaska Municipal -
Bond Bank. The advantages to this approach include a good bond rating, lower administrative and legal

costs, and better interest rates. Multiple municipal bond sales are usually grouped together into a large
bond sale that is more attractive to investors.

It should be noted that the City cannot sell General Obligation Bonds in this case because G.O. bonds
(pledging the full faith and credit of the City) may not be used to finance capital projects that are not
owned by the City. Second, these bonds will not be tax exempt municipal bonds for the same reason.
They must be taxable bonds which usually mean a higher interest rate.

Legislative / Bond Bank Financing




There is precedent for the Legislature to loan money to the Bond Bank which in turn loans it to
municipalities to finance capital projects. The State General Fund is invested anyway and there are good
arguments for the state toinvest in its communities. The advantages to this approach are that the City
would avoid the costs of a bond sale and could get a loan at a low interest rate; similar to tax free bonds
or even lower, The disadvantage is that this would have to be approved by the Legislature through the
capital budget. Therefore, the outcome is uncertain and it might require expending lots of political
capital to make it happen. The Councll might have to rethink its CIP Priorities and it would certainly want
1o talk to iis delegation before taking any action. in the end, the gain may not be worth the effort,

RECOMMENDATION: My recommendation is that the Council 1) participate and finance the extension
of the main lines 2) start with the core area with a plan for further expansion 3) choose the LID approach
to financing and initiate the LID 4} sell bonds through the Municipal Bond Bank.

Road Map / the Way Forward

If the Council is in agreement with the preceding recommendation, then a suggested course of action is
presented below to make that happen. If Council does not agree, either entirely or in part, then we can
" develop a new strategy together. Remember, my primary intent here is to frame and focus the
discussion,

February 27: Introduce a resolution expressing the sentiment of the Council re: the proposed tariff

March 12:  Introduce an Ordinance amending Title 13 (Standard Construction Practices) and Title
11.20 (Utifity Construction in ROW)

March iz “Introduce an Ordinance amending Title 17 {Local Improvement Districts)
March12  Adoptan Action Plan by Resolution and hold Public Hearing

March 26  Introduce Resolution initiating Core Area LID

April 9 If Desifed, Introduce Ordinance Establishing Dedicated Tax and Schedule Election
May 14 Submit Loan Application to Bond Bank

May 14 Adopt a plan for build-out of remainder of City

Other Related Topics

1. The proposed tariff; $1.00 per mcf
2. Support for oil and gas drilling close to Homer
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CITY OF HOMER
HOMER, ALASKA

' Lewis/City Manager
ORDINANCE 12-15

AN ORDINANCE OF THE CITY COUNCIL OF HOMER, ALASKA,
REPEALING AND REENACTING HCC CHAPTER 17.04 REGARDING
SPECIAL ASSESSMENT DISTRICTS.

WHEREAS, The City of Homer enacted HCC 17.04, regarding special assessments, in.
1987; and '

WHEREAS, In the years following the adoption of HCC 17.04, the City has found the
procedures under this code chapter to be cumbersome and difficult for the public to understand;
and

WHEREAS, It also is necessary to revise HCC Chapter 17.04 to accommodate the
financing of a wider range of projects, including infrastructure of privately owned utilities.

NOW, THEREFORE, THE CITY OF HOMER ORDAINS:

Section 1. -HCC Chapter 17.04, Special Assessment Districts, is repealed and reenacted
to read as follows:

Chapter 17.04
SPECIAL ASSESSMENT DISTRICTS

Sections:

17.04.010 Definitions.

17.04.020 Purpose of chapter.

17.04.030 Assessment authority.

17.04.040 Initiation of district.

17.04.050 Creation of district.

17.04.060 Contract award; Approval of increased costs.
17.04.070 Assessment roll.

17.04.080 Certification of assessment roll.

17.04.090 Payment.

17.04.100 Subdivision after levy of assessments.
17.04.110 Assessments to be liens.

17.04.120 Reassessment.

17.04.130 Objection and appeal.

17.04.140 Interim financing.

17.04.150 Special assessment bonds.

17.04.160 Time limit for special assessment districts.
17.04.170 Water and sewer connections required.
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17.04.180 Road improvement assessments for lots with two street frontages.
17.04.190 Deferment of assessment payments for senior citizens.
17.04.200 "In liez of assessment".

17.04.010 Definitions. In this chapter:

a. = "Cost" means all expenses incurred by the city for an improvement, including
without Himitation advertising expenses, fees of engineers, architects and surveyors, legal fees,
costs of property acquisition, payments to construction contractors, costs of interim and long-
term financing of the improvement, including costs of issuing bonds and notes, and city

“administrative costs.

b. “District” means a special assessment district created under this chapter.

c "Improvement" means a capital improvement, including without limitation streets,
srdewa]ks ‘afleys and bridges; street lighting; drainage and flood control facilities; sanitary
sewdge collection and treatment facilities; water supply and distribution facilities; natural gas
disttibution facilities; and parks, playgrounds, public squares and open space.

d. "Record owner" means the person in whose name real property is listed on the
property tax roll prepared by the Kenai Peninsula Borough. '

17.04.020 Purpose of chapter. a. A special assessment district may be created for the
purpose of acquiring, installing or constructing a capital improvement that primarily benefits real
property in the district, in contrast to capital improvements that benefit the entire community and
are paid for with general government resources.

" b..  The purpose of this chapter is to prescribe the procedure for initiating a special
assessment district, authorizing an improvement in a special assessment district, approving and
levying -special assessments, payment of special assessments, and the authorization of special
assessment bonds, for public information and administrative guidance.

17.04.030 Assessment authority. a. The city may assess all or part of the cost of a capital
improvement against real property benefited by the improvement, whether the property is
privately or governmentally owned, including real property that is exempt from taxation.

b. A capital improvement that is provided through a special assessment district may
be owned by the city, a public utility, or another entity that is qualified to own and operate the
capital improvement. '

17.04.040 Initiation of district. a. A special assessment district may be initiated by:
L Resolutlon approved by a vote of not less than three-fourths of the council; -

or

2. Petition signatures of the record owners of not less than one half in value
of the real property in the proposed district received by the city clerk within 60 days after
the mailing of the petition to record owners of property in the proposed district. Upon
payment of the nonrefundable filing fee in the city fee schedule established by resolution
of the council, the city clerk shall prepare a petition for distribution by certified mail to:
all record owners of property in the proposed district that contains: .

1. A statement that it is a petition to form a special assessment
district, and describing the capital improvement for which the district is proposed;
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ii. For each property in the proposed district, the Kenai Peninsula
Borough tax parcel number and property description, the name and mailing
address of the record owner, the current assessed value, and a place for the record
owner’s signature; and
iil. A statement that to support initiation of the proposed district, the
record owner must sign and return the petition to the c¢ity clerfk within 60 days
after the date the petition was rmailed
b. Upon adoption of a resolution initiating a special assessment district, or the city
clerk‘s verification that a petition to initiate a district bears sufficient signatures, the city clerk
shall
1. Schedule a meeting of record owners of real property in the proposed
district, notify the record owners by mail of the date, time and location of the meeting,
and include a copy of the notice in the city's regular meeting advertisement, and
2. Refer the proposed district to the city mariager, who shall prepare an
improvement plan for the district that includes final boundaries for the district, the design
of the proposed improvemeiit, a cost estimate for the improvement, the percentage of the
improvement cost to be assessed against properties in the disfrict, a method for allocating
the assessed cost of the improvement among the properties in the district, the time period
over which assessments will be financed, and a preliminary assessment roll for the
district.

17.04.050 Creation of district. a. Upon completion of an improvement plan under HCC
§17.04.040, the city clerk shall set a time for a public hearing on the necessity of the
improvement and proposed improvement plan, Notice of the hearing shall be published at least
twice in a newspaper of general circulation in the city, and mailed via certified mail to every
record owner of real property in the proposed district not less than 60 days before the hearing.

b. A record owner of real property in the proposed district may file a written
objection to the improvement plan with the city clerk no later than the day before the date of the
public hearing on the improvement plan. If owners of real property that would bear 50 percent
or more of the assessed cost of the improvement file timely written objections, the council may
not proceed with the improvement unless it revises the improvement plan to reduce the assessed
cost of the improvement that is borne by objecting record owners to less than 50 percent of the
assessed cost of the improvement. If the resolution changes the disirict boundary in the
improvement plan, the city clerk shall notify all record owners of property included in the district
under the improveément plan of the change.

c. At the noticed date and time, the council shall hold a public hearmg on the
necessity of the improvement and proposed improvement plan. After the public hearing, the
council shall act upon a resolution determining to proceed with the proposed improvement. The
resolution shall find that the improvement is necessary, of benefit to the properties to be
assessed, and if the district is initiated by petition, that the petition is in proper form and bears
sufficient signatures. The findings of the council are conclusive. The resolution shall contain a
description of the improvement, the estimated cost of the improvement, the percentage of the
cost to be assessed against the properties in the district, and a description of the properties to be
assessed.
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d. If the owners of 100 percerit of the real property in the proposed district waive in
writing the notice, protest period and public hearing required under this section, the question of
creating the district may be submitted to the council without such notice, protest period or public
hearing.

17.04.060 .Contract; Approval of increased costs, a. After a special assessment district
has been created, the city shall contract for the construction of the improvement. 1f the city will
own the improvement, it shall solicit bids for construction of the improvement. If the city will
not 6wn the improvement, it shall contract with the owner of the improvement to provide for its
construction. ' _

b. If the cost of constructing the improvement will exceed 115 percent of the
estimated cost of construction of the improvement in the improvement. plan, the city shall not
contract for the constniction of the improvement without first:

1.  Notifying all record owners of property in the district via certified mail of
the increased cost, and '

2. Within 30 days after the maﬂmg of notice of the mcreased cost to record
owners of property in the district, receiving written objections from record owners of
property that would bear less than one-half of the cost of the improvement.

e If record owners of property that would bear one-half or more of the cost of the
improvement object in writing to the increased cost, the city will not contract to construct the
improvement. The council either may levy assessments in the district in an amount sufficient to
recover costs incurred for prehmmary design and engineering services, or determine that the city
shall assume such costs.

, 1.-’1..04.070 Assessment roll. a. After completion of the improvement the council shall
assess ¢osts of the impiovement by a method that the coumeil determines will assess each
propeity in the district in proportion to the benefit that it receives from the improvement.

b. The city shall prepare an assessment roll stating for each propeity in the district
the name and address of the record owner, Kenai Peninsula Borough parcel number, a
description of the property, the amount assessed against the property, and the assessed value of
the property as determined by the Borough Assessor.

c. - Eachpropertyin the district shall be identified and assessed on the assessment roll
in accordance with the legal description of the property at the time the council certifies the
assessment roll; except that where assessments are in an equal amount per parcel (i.e., without
regard to parcel area, dimension or other characteristic), a property that was created by
combining parcels after the public hearing uader HCC §17.040.050(c) shall be assessed that
amount multiplied by the number of parcels that comprised the property at the time of the public
hearing.

d The council shall fix a time to hear objections to the assessment roll. Not Iess than
fifteen days before the hearing, the city clerk shall send notice of the hearing and assessment roll
by certified mail to each record owner of an assessed property, and publish notice of the hearing -
in a newspaper of general circulation in the city.

©° 17.04.080 Certification of assessment roll. Afier the hearing the council shall correct any
errors or inequalities in the assessment roll. If an assessment is increased, a new hearing shall be

10
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set and notice published, except that a new hearing and notice is not required if all record owners
of property subject to the increased assessment consent in writing to the increase. Objection to
the increased assessment shall be limited to record owners of properties whose assessments were
increased. When the assessment roll is corrected, the council shall confirm the assessment roll by
resolution. The city clerk shall record the resolution and confirmed assessment roll with the
district recorder.

17.04.090 Payment. a. In the resolution confirming the assessment roll, the council shall
fix the time or times when assessments or assessment installments are due, the amount of penalty
on a delinquent payment and the rate of interest on the unpaid balance of an assessment. An
assessment that is io be paid in a single payment shall not be due before 60 days after billing.

b. Within 30 days after fixing the time wher payment of the assessments is due, the
finance director shall mail a statement to the record owner of each assessed property identifying
the property-and stating the assessment amount, the payment due date and the amount of the
penalty on a delinquent payment. - Within five days after mailing the statements, the finance
director shall publish notice of mailing the statements in a newspaper of general circulation in
the city.

17.04.100 Subdivision after levy of assessments. a. Except as provided in subsection (b)
of this section, upon the subdivision of a property assessed as a single parcel, the amount of the
assessment shall be allocated among the resulting lots that benefit fromi the improvement on the
same basis that the assessment originally was allocated.

b.. Upon the subdivision of a property assessed as a single parcel in an assessment
district where assessments were levied in an equal amount per parcel (i.e., without regard to
parcel area, dimension or othér characteristic), then no resulting parcel, other than the parcel that
centains: dhe original connection to the improvement for which the assessment was levied, may
connect to. the improvement until a subdivided property connection fee is paid for the parcel.

1. The amount of the connection fee shall be equal to the amount of the
original assessment, adjusted up or down by a percentage equal to the change in the
Consumer Price Index, All Urban Consumers (CPI-U) for Anchorage, Alaska from the
end of the calendar year preceding the original assessment date to the end of the calendar
'year preceding the date the parcel is connected to the improvement.

2. If the original assessment was payable in installments the city may enter
into a wrilten agreement for the payment of the connection fee in installments on terms
that are substantially the same as those authorized for the payment of the original
assessment, secured by a deed of trust on the parcel.

- 3. Upon receiving connection fee payments, the city shall allocate such
payments to each property assessed in the district in proportion to the amount originally
assessed against the property, either by adjusting the original assessment amount or
disbursing a payment to the record owner at the time of disbursement.

17.04.110 Assessments to be liens. Assessments are liens upon the property assessed and
are prior and pararnount to all lens except those having priority under State law. They shall be
enforced in the same manner as property tax liens.

11
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_ 17.04.120. Reassessment,  a. The City Council shall within one year correct any
deficiency in a special assessment found by a court, under the procedure for certification of the

-assessment roll iIn HCC §§17.04.070 and 17.04.080.

b. Payments on the initial assessment are credited to the property upon reassessment.

“The reassessment becomes a charge upon the property notwithstanding failure to comply with

any provision of the assessment procedure,

- -17.04.130 Objection and appeal. a. The regularity or validity of an assessment may not
be contested by a person who did not file with the city clerk a written objection to the assessment
roll before its-confirmation. The decision of the council on the objection may be appealed to”
the superior court within 30 days after the date of confirmation of the assessment roll.

b. If no objection is filed or appeal taken within the time provided in this sectron the
assessment procedure shall be considered regular and valid in all respects.

© 17.04.140 Tnterim financing. a. The council may provide by resolution or ordinance for

. the issuance of notes to pay the costs of an improvement that shall be payable from the special

assessments for the improvement. - The notes shall bear interest at a rate or rates authorized by
the resolution or ordinance, and shall be redeemed either in cash or bonds for the improvement
project.

b. Notes issued against assessments shall be claims against the assessments that are
prior and superior to a right, lien or claim of a surety on the bond given to the city to secure the

-performance of the ¢ontract for construction of the improvement, or to secure the payment of
: persons who have performed work or furnished materials under the contract.

¢;;. The finance director may accept notes against special assessments on conditions
: -;prescnbed by the council in payment of:
: g 1. . Assessments against which the notes were issued in order of pnorlty, _
.2, Judgments rendered against property owners who have become delinquent
in the payment. of assessments; and
3. Certificates of purcliase when property has been sold under execution or at

- tax sale for failure to pay the assessments.

17.04.150 Special assessment bonds. a. The council by .ordinance may authorize the
issuance and sale of special assessment bonds to pay all or part of the cost of an improvement in
a special assessment district. The principal and interest of the bonds shall be payable solely from
the special assessments levied against property in the district. The assessment shall constitute a
sinking fund for the payment of principal and interest on the bonds. The benefitted property may--
be pledged by the council to secure payment of the bonds.

- b On default in a payment due on a special assessment bond; a bondholder may-
enforce payment of principal, interest, and costs of collection in a civil action in the same manner
and with the same effect as actions for the foreclosure of mortgages on real property. Foreclosure
shall be against all property on which assessments are in default. The period for redemption is

the same as for a mortgage foreclosure on real property.

c. Before the council may issue special assessment bonds, it shall establish a -

| guarantee fund and appropriate to the fund annually a sum adequate to cover a deficiency in

meeting payments of principal and interest on bonds if the reason for the deficiency is

12
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nonpayment. of assessments when due. Money received from actions taken against property for
nonpayment of assessments shall be credited to the guarantee fund.

17.04.160 Time limit for special assessment districts. If five or more years elapse
between the creation of a special assessment district and the city contracting for construction of
the improvement, the city may not enter into the contract unless the council by resolution extends
the period for entering into the contract by not more than an additional five years.

b. Before the council acts on a resolution under subsection (a) of this section, the
city clerk shall. mail notice of the resolution to each current record owner of property listed on
the preliminary assessment roll that the city will not contract for construction of the improvement
in the district unless the resolution is adopted. The notice also shall include an updated copy of
the preliminary assessment roll.

17.04.170 Water and sewer ¢onnections required. The owner of property in a water or
sewer special assessment district that contains an occupied building shall comnect to the
improvement constructed in the district within one year afier the date that the resolution
confirming the assessment roll for the district becomes final.

_ 17.04.180 Road improvement assessments for lots with two street frontages. a. The
record owner of a through lot or flag lot may obtain a deferment of the part of an assessment for
road improvements that is based on frontage on a road to which the lot does not have access. To
obtain the deferment, the owner shall enter into a deferred assessment agreement with the city
before the end of the period for filing objections to the district under HCC §17.04.050. The
agreement-shall provide that the'lot has frontage on two sireets, to only one of which the lot has

-access; that the lot owner shall pay the part of the assessment that is based on frontage on the
-istreet to:mhich the lot has access; and that the owner shall pay the part of the assessment that is

based onithe other street frontage when the lot acquires access to the street from that frontage.
The agreement shall be recorded with the district recorder's office.

b:- The assessment for road improvements against a corner lot shall be based only on
the Ionger of the lot’s road frontages.

17.04.190 Deferment of assessment payments for senior citizens. a. A person may obtain
a deferment of assessment payments under this section if the person:
1. Will be at least 62 years of age within 12 months after the date of
confirmation of the assessment roll;
2, Has an annual family income that would qualify under the United States
Department of Housing and Urban Development designation of lower income families
adjusted for Alaska and the Kenai-Cook Inlet Region;
' 3. Owns or has a life tenancy in the assessed property, and permanently
resides in a single family dwelling on the property; and
4, Is not determined by the city, after notice and hearing, to have been
conveyed the property primarily for the purpose of obtaining the exemption.
b. An assessment payment deferment is subject to approval by the council, A person
seeking deferment of an assessment payment shall file a written application with the finance
director on or before the first payment is due, supported by documentation showing that the

13
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applicant meets the criteria in subsection (a) of this section. A person receiving an -assessment
payment deferment must file with. the city by April 15th of each subsequent year a new
application proving eligibility as of January 1st of that year in order fo retain the exemptiorn.
Within the same year the city for good cause shown may waive the claimant's failure to make

hmely application and approve the application as if timely filed.

c. Assessment payment deferments are subject to the availability of funds
appropriated for that purpose. An application for an assessment payment deferment shall be
submitted to the council with a report from the finance director as to the availability of funds to
appropnate for the deferment. Deferred assessments are funded from the following sources:

1. The appropriate ufility operating fund for deferred water and sewer
assessment payments.

2. The accelerated roads program fund for deferred road 1mprovement
assessment paymenis. '

If funds for an assessment payment deferment are not available from the appropriate source, the
councﬂ may loan the necessary amount to the appropriate source from the general fund. -

d.. A person who receives an assessment payment deferment shall execute a deed of
trust on the property subject to assessment, together with a promissory note payable to the clty
on demand, to secure the eventual payment of the deferred payment.

€. A deferred assessment payment shail be immediately due and payable upon the
earher to oceur of the following events:
1 The sale or lease of the assessed property; or

"2 The death of both the deferred assessment applicant and the applicant’s
surviving spouse, if any.

17.04. 200 "In lien of assessment”. a. An "in lieu of assessment" must be paid for a

property 1;0 receive add1t10na1 water or sewer service within or beyond the area within a local
1mprovement district. .

b. ' An "in lieu of assessment" shall be computed on the actual cost of the additional
water or sewer service, and shall be paid in accordance with HCC §§17.04.090 and 17.04.100.
c. A property on which an "in lieu of assessment" for water or sewer service has

been levied in accordance with subsection (a) of this section nonetheless may be included in
special assessment district for the same service in the future date, and will be assessed in that
district. An amount not exceeding the lesser of (i) the amount of "in lieu of assessment" paid for
the property and (ii) the amount of the assessment levied on the property in the future special

assessment district shall be a credit against the amount of the assessment lev1ed on the property
in the future special assessment district

Section 2. This Ordinance is of a permanent and general character and shall be included -
in the.City Code.

14
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ENAGTED BY THE CITY COUNCIL OF HOMER, ALASKA, this ? day of
2012.

CITY OF HOMER

, J\WC- M\

TAMES C. HORNADAY, MAYOR|

374  First Reading: 3/}7/@"
375  Public Hearing: Hoafi-
376  Second Reading: ‘4] 0 g f1a—
377  Effective Date:df /.ro [i>

379  Reviewed-and approved as to form:

380

382 ' P e

383 alt E. Wrede, City Manager: Thomas F. Klinkner, City Attorney
384

385 Date: f/// /’d Date: 5~ 43 ~iz~

386 /

387
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ORDINANCE REFERENCE SHEET
2012 ORDINANCE
ORDINANCE 12-15

An Ordinance of the City Council of Homer, Alaska, Repealmg and Reenacting HCC Chapter
17.04 Regarding Special Assessment Districts.

Sponsor: Lewis/City Manager
1. City Council Regular Meeting March 27, 2012 Introduction

Comparison Draft with HCC 17.04

HCC Chapter 17.04 Improvement Districts
Ordinance 12-14 (failed 3/12/12)
Comparison Draft with Ordinance 12-14

o o

2. City Council Regular M‘e‘etin_g April 9, 2012 Public Hearing and Second Readihg :

Comparison Draft with HCC 17.04

HCC Chapter 17.04 Improvement Districts
Ordinance 12-14 (failed 3/12/12)
Comparison Draft with Ordinance 12-14

oo

16



b

Anchorage, AK 99519-0288
Natural Gas Company www.enstamaturalgas.com

ENSTAR B =i
.. S

March 12, 2012

Mr. Walt Wrede, Manager
City of Homer

491 East Pioneer Avenue
Homer, AK 99603

RE: City of Homer, Natural Gas Distribution System, Three Construction
Cost Estimates

Dear Mr. Wrede:

In the letter dated January 13, 2012 ENSTAR provided a design and engineering
cost estimate for a natural gas distribution system to serve the City of Homer. This
estimate was based on the area defined as the “core area” for the City of Homer and
nothing beyond. According to ENSTAR's engineering estimate, the proposed gas
distribution system for this area would require 37 miles of pipeline with an estimated

cost of $6,110,300.

At our February,2012 meeting, you asked ENSTAR fo prepare estimates for two
additional options; one to serve all properties located within the City of Homer
boundaries, and a second option serving an area bounded by the city “core area”
including the Skyline Loop distribution line.

The second option, “The City of Homer LID”, includes the design and engineering
cost estimate to serve the entire City of Homer. According to ENSTAR’s engineering
design, the proposed gas distribution system for the entire area would require 74.2
miles of pipeline, estimated at a cost of $12,306,800.

The third option, “Homer Core Area Plus Skyline Loop LID”, includes the design and
engineering cost estimate to serve the “core area” as defined under the first option,
and the cost fo install gas distribution line along Skyline Drive. According to
ENSTAR’s engineering design, the proposed gas distribution system for the third
option would require 43 miles of pipeline, estimated at a cost of $7,609,700.

Our cost estimates are valid through the construction season of 2013. If approved
after 2013, cost estimates will be adjusted.

These cost estimates provide for the installation of the gas disfribution main lines
only. All meter sets and service lines connecting to the system will be paid for at the
time of application by individuals requesting gas service to their business or

residence.

Please do not hesitate o call me or Charlie Pierce should you need any assistance
Anchorage: 907-277-5551 « Kenai Peninsula Office: 907-262-9334 « Mat-Su Office: 907-376-7979

All Our En€Ergij Goes Info Our Customers
L7
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-~ ' Anchorage, AK 99519-0288

Natural Gas Company www.ensfarnaturalgas.com

or have any questions.

Respectfully,

Inna Johansen
Business Development Manager

Attachments: Gas Distribution Design Maps

Anchorage: 967-277-5551 « Kenai Peninsula Office: 907-262-9334 « Mat-Su Office: 907-376-7979
All Our ENErgY Goes into Our Customers
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ENm 30090 Spanard Road
‘ P.O. Box 190288
. - Anchorage, AK 99519-0288
Natural Gas Company www. enstarnaturalgas. com

January 13, 2012

Mr, Walt Wrede, Manager
City of Homer

491 East Pioneer Avenue
Homer, AK 99603

RE: City of Homer, Natural Gas Distribution System, Core Area
Construction Cost Estimate

Dear Mr. Wrede: .

Per your request in Novemnber 2011, ENSTAR has completed the design
and engineering cost estimate for a natural gas distribution system. This
estimate only includes the area defined in your request as the “core area” for the
City of Homer and nothing beyond. ENSTAR has proactively completed cost
estimates and engineering for the surrounding areas as well and can provide
cost information upon request.

According to ENSTAR's engineering plans, the proposed gas distribution
system for the core area would require 37 miles of pipeline, estimated at a cost of
$6,110,300.00. If approved and funded, ENSTAR will coniract with a complete
installation contractor for the construction of this project. Our cost estimate is
valid through the construction season of 2013, If approved after 2013, cost
adjustments will be made.

This cost estimate provides for the installation of the gas main lines only.
All mefer sels and service lines connecting to the system will be paid for at time
of application by individuals requesting gas service to their business or

residence.

Please do not hesitate fo call should you need any assistance or have any
questions.

Respectfully,

C fm
Charite Pierce
Southern Division Manager

Attachments: Gas Distribution Design Map .

Anchorage: 907-277-5551 » Kenai Peninsula Office: 907-262-9334 « Mat-Su Offlce: 807-376-7979

Al Our EREr gy Goes Into Our Customers
19
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Comparison of Energy Rates: Subject to Energy Price Changet

Annual cost to provide Heat & Hot Water for a typical single family Home
This comparison is based on using 1200 gallons of fuel oil per year. Adjust numbers proportionally for your consumption.

Energy Costs on 1-15-2012 in Homer City and Kacheimak City Alaska

Residential Rates

: AFUE
Average § | BTU per | Equipment | Net BTY per GO2 & per Average Per

Source Unit Per Unit Unit Efficiency Unit Annual Units Year Annual Cost | Month Cost
Electiicity KWH | 0.1844524 3,412 100 3412 38,114 50,9878 | $ 7.030 ] & 585
Propane | Gallon I’ 479 | 92000] 82 | 75,440 1,768 209201 8469 | § 708
#1 Fuel Oil | Gallon | 383 [ 135500] a2 I 1110 1,200 34796 | § 4596 ] & 383
*For Comparison: Residential Natural Gas Rate Anticipated for Homer City and Kachemak Cily (Enstar G{ Rale + $1 per MCF}
Natural Gas } CCF | 101578 | 103000 82 I 84,460 { 1,578 | 24068 | $ 1,603 | % 134
Sales Taxes not included Note: Combustion equipment efficency can vary widely. A constant 82%

. - = efiiciency is used in enable a base comparison between fuels and

Each source will vary with market prices. electricity. Many gas and oil fired units function at higher efficiencies.

Electricity & Natural Gas prices include monthly customer charge.
#1 Fuel Qil is Jet A (low sulfur)

Fuels priced at typlcal delivery quantities

KWH=Kilowalt Hours

AFUE= Annual Fuel Utilization efficiency

BTU:= British Thermal Unit {Amount of heat needed to raise 1 pound of water 1 degree farenheit)
C02= Carbon dioxide

CCF= Hundred Gubic Feet

This energy cost comparison is also vafid for small commercial users Prepared by Bill Smith

Typical Single Family Home
Average Per Month Heating Cost

o —

January 15, 2012 Rates

Tav,

$800

$700

$600

$500

5400

$300

£200

5100

*Natural Gas #1 Fuel Oil Propane Eleciricity

*For Comparison: Residential Natural Gas Rate Anticipated for Homer City and Kachemak City (Enstar G1 Rale + $1 per MCF)
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What is a tariff? - The Southern Peninsuta fs in Estar's service area which means Er;star as to charge us
natural gas as everyone else in the service area {Kenai Peninsula to Matsu). The tariff is an additional amount used to cover
capital construction costs. Southern Peninsula users agree to pay more on their monthiy gas bill until $2.5m in revenue is
reached {estimated to take 10 years). Enstar fronts the $2.5m to help build the line.

NO TARIFF $1/mcf TARIFF
Capital Request - $10.55 million 58.05 million
How Much to ask the Total to bring main extension  {$2.5m paid by tariff over 10 yrs
Legislature for from AP to K-City. {estimated). Enstar Fronts the
52.5m.
Parception Southern Peninsula Residents The Southern Peninsula is helping
have no 'skin in the game.’' fund our energy needs.
Monthly Cost to Heat
Typical Home/ Small 5122 5134
Business*®
Savings Over Fuel Qil
for Typical Home/ 68% 65%
Small Business ‘

* Typical Home/ Small Business Fuel Oil Usage Assumption: 1200 gallons/year.

Typical Home/Small Business Average Monthly Heating Cost
Jan. 15, 2012 Rates

S800
5706
5700
586
5600 >
$500
$400 5383
$300
$200 122 SI37
il BN
SO T T T T 1
Natural Gas NO Natural Gas + #1 Fuel Oil Propane Electricity
Tariff $1/mef Tariff

Prepared by City Manager's Office with Data from Bill
Smith updated 1-30-12

23



Ny

]

AN

N

et

e 7 o

.
+
AY

\
.P;ﬂﬂ&aﬂ-

5

_ L_wﬂwxéa

1%

i

A58
o

lF]




Cily of Homer

Crty Manager

491 Fast Pioneer Avenue

Homer, Alaska 99603
907-235-8121, X-2222

fax (907) 235-3148  E-mail: wwrede@ciliomerakus Web Site: www.cl liomer.ak,us

March 13, 2012

Governor Sean Parnell

Third Floor, State Capitol Building
P.O. Box 110001

Juneau, AK. 99811-0001

SUBJECT: Progress Report / South Peninsufa Natural Gas Pipeline

Dear Governor Parnell:

I am writing to provide you with a status report on steps the City of Homer is taking to facilitate and promote

construction of the South Peninsula Natural Gas Pipeline Project. This project has been vetoed or partially vetoed
in each of the past two years. In your veto messages, you have made it clear that you want to see two things occur
as a prerequisite for approval; a local contribution to the cost of building the main transmission line and a plan for

build-out of the local distribution system.

‘The Homer City Council is working to achieve those prerequisites. In January of this year the Council held a
workshop to discuss a strategic plan or “roadmap” for moving ahead with this vitally important project. The City
is presently taking steps to implement the major elements of the pian These actions directly address the
prerequisites you have discussed and they will put the commumty in position to accommodate construction of

both the transmission line and the local distribution mains.
Recent and anticipated Council actions include:

+ February 27: C ouncil adopted Resolution 12-017 which expressed support for a $1.00 per mef tariff
increase. This would provide for a local contribution, estimated at $2.5 Million, toward the cost of
constructing the transmission line from Anchor Point to the greater Homer area.

e March 12: The Council introduced an ordinance that would amend the Homer City Code and provide for
the accommodation and regulation of gas utility mains in the Right of Way,

* March 27: The Council will have before it an ordinance which amends the Special Assessment provisions
in the municipal code to among other things, provide for Gas Utility Special Assessment Districts,

»  April 23: The Council will consider a resolution or resolutions initiating the process for creating a gas
utility special assessment district or districts.

I hope this information is helpful. Please do not hesitate to contact us if you would like additional information.
The City of Homer looks forward to your support for this project.

Sincerely,

Walt Wrede
City Manager
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