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GENERAL FUND

The General Fund accounts for the financial operations of the City of Homer which are not
accounted for in any other fund. Principal sources of revenues are sales taxes, property taxes,
charges for services, and intergovernmental revenues. Primary expenditures in the General Fund
are for general government, public safety, and public works.
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CITY OF HOMER, ALASKA
General Fund

Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual, continued
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Exhibit F-2, continued

2004 2003

Budget Actual

Variance
Positive
(Negative) Actual

Expenditures, continued:
Parks and recreation:

Salaries and benefits $

	

206,338 201,289 5,049 196,735

Supplies 13,500 17,948 (4,448) 18,335

Other services and charges 98,080 81,044 17,036 103,048

Total parks and recreation 317,918

_

300,281 17,637 318,118

Community service contributions:
Community schools 27,000 26,546 454

Museum 80,000 80,000 80,000

Homer Foundation Non-Profit 40,000 40,000 40,000

Total community service contributions 147,000 146,546 454 120,000

Debt service on capital leases:
Principal 101,900 84,699 17,201 39,481

Interest 15,717 (15,717) 10,495

Total debt service 101,900 100,416 1,484 49,976

Total expenditures 7,228,410 7,474,417 (246,007) 6,594,445

Excess of revenues over (under) expenditures 41,608 (156,480) (198,088) 532,556

Other uses - transfers out (275,547) (351,047) (75,500) (619,700)

Net change in fund balance 4 $

	

(233,939) (507,527) (273,588) (87,144)

Beginning fund balance 2,519,538 2,606,682

Ending fund balance $ 2,012,011 2,519,538



SPECIAL REVENUE FUNDS

A Special Revenue Fund is established to finance particular activities and is created from receipts
of designated revenues.

Library Donations - This fund accounts for donations made to the library that have been
earmarked for supplies.

Fire Department Donations - This fund accounts for donations made to the fire department that
have been earmarked for supplies.
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DEBT SERVICE FUNDS

These funds are established to account for the accumulation and disbursements of monies needed to
comply with the interest and principal redemption requirements of general obligation and special
assessment bonds.

1987 Rangeview Special Assessment Bonds - This fund accounts for the 1987 street special
assessment bonds. Financing is provided by special assessments levied against benefited property.

General Obligation Bonds and 1990 Special Assessment Bonds - This fund accounts for the
following bond issues:

1990 Special Assessment Bonds

1998 General Obligation Refunding Bonds
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CAPITAL PROJECT FUNDS

Capital Project Funds are established to account for the financial resources expended to acquire or
construct major capital assets of a relatively permanent nature. Such financial resources include
grants, contributions, bond proceeds, and operating transfers from other funds.

Capital Project Funds provide a formal mechanism to ensure that revenues dedicated to a certain
project are used only for that project and enable the City administration to report to grantors of
Capital Project Fund revenue that their requirements regarding the use of the revenues are fully
satisfied.

City Facilities - This fund accounts for capital improvement projects for buildings and other
facilities.

Streets and Sidewalks - This fund accounts for capital improvement projects for streets and
sidewalks.

Land Reserve - This fund accounts for the accumulation of capital to purchase land.

Fleet Reserve Allocation - This fund accounts for the accumulation of capital to purchase vehicles.
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PERMANENT FUND

This fund was established to benefit the library. The fund balance is reserved and only investment
earnings may be spent.
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ENTERPRISE FUNDS

The Enterprise Funds account for operations that are financed and operated in a manner similar to
private business operations. The City of Homer utilizes two Enterprise Funds.

Port of Homer - This fund accounts for the operations of the port and harbor.

Water and Sewer Utility - This fund accounts for the operations of the water and sewer utility
providing services to the residents of the City.
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Exhibit K-6, continued

CITY OF HOMER, ALASKA

Water and Sewer Utility Enterprise Fund
Statement of Revenues, Expenses and Changes in Net Assets, continued

78

2004 2003

Nonoperating revenues (expenses):
Investment income $

	

51,180 56,158

Interest expense (139,468) (91,208)

Sales taxes 1,019,645 956,353

Amortization of bond issuance costs (2,824) (5,098)

Infiltration study (28,265)

Loss on disposal of asset (90,167)

Water/sewer master plan (76,589) (37,942)

Other income 28,799 87,757

Other expenses (7,068) (31,979)

Net nonoperating revenues (expenses) 783,508 905,776

Loss before contributions and transfers (565,497) (530,422)

Capital contributions 227,808 1,842,866

Transfers in 265,027

Transfers out (50,685) (70,928)

Change in net assets (388,374) 1,506,543

Beginning net assets 24,628,170 23,121,627

Ending net assets $ 24,239,796 24,628,170
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INTERNAL SERVICE FUND

An Internal Service Fund accounts for the financing of goods or services provided to other City
departments on a cost-reimbursement basis.

Risk Management Fund - This fund accounts for money received from other City funds to pay for
the cost of medical, dental, vision and weekly income benefits self-insurance claims.
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SCHEDULES OF FEDERAL AND STATE EXPENDITURES
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CITY OF HOMER, ALASKA
Schedule of Expenditures of Federal Awards

Year Ended December 31, 2004
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Exhibit M-1

Federal Grant Title

Grant
Number

Catalog of
Federal

Domestic
Assistance

Number

Total
Grant

Award

January 1,
2004

Receivable

( Deferred)

Federal
Share of

Expenditures
Federal

Receipts

December 31,
2004

Receivable
( Deferred)

DEPARTMENT OF AGRICULTURE
Homer Library Architectural Design and Engineering 60.003-9200 30963 1 0.766 $ 100,000 55,370 55,370

Passed through the State of Alaska Department of
Community and Economic Development -

Homer Area Comprehensive Trails Plan 840820 10.664 29,986 1,033 28,953 29,986

Passed Through the State of Alaska
Department of Natural Resources -

Volunteer Fire Assistance 5112004 1 0.202 5,000 5,000 5,000

Total Department of Agriculture 1,033 89,323 34,986 55,370

DEPARTMENT OF INTERIOR
Passed Through the State of Alaska

Department of Natural Resources -
Jack Gist Recreational Park 02-00369 15.916 169,792 2,373 2,373

Passed Through the State of Alaska

Department of Fish and Game -

Harbor Restrooms and Fish Cleaning Facility (75%) CO-OP 04-047 15.605 243,750 222,854 85,455 137,399

Total Department of Interior 2,373 222,854 87,828 137,399

DEPARTMENT OF JUSTICE
Passed through the State of Alaska Department of
Military and Veteran Affairs -

Homeland Security Equipment SHSGP 1103-10 16.008 562,923 519,521 253,524 265,997

DEPARTMENT OF HOMELAND SECURITY
Passed through the State of Alaska Department of
Military and Veteran Affairs:

Law Enforcement Terrorism Prevention Program 35549-04-16 97.004 165,146 8,450 8,450

Hazard Mitigation Grant 1 445.0004 83.548 6,750 - 1,929 1,929

Kenai Peninsula Flooding and Winter Storm Disaster DR-1445-AK 83.544 776,299 409,613 - 248,808 160,805

Total Department of Homeland Security 409,613 10,379 248,808 171,184

DEPARTMENT OF COMMERCE
Passed through the State of Alaska Department of
Community and Economic Development -

Homer Beach Protection Policy Implementation 831426 11.419 75,000 19,087 28,029 29,424 17,692

ENVIRONMENTAL PROTECTION AGENCY
Wetland Development Grant CD-97051401 66.461 127,302 19,541 54,133 52,465 21,209

Passed through the State of Alaska Department of
Environmental Conservation -
Water Storage Reservoir Construction (75% Federal) 40904 66.606 1,179,000 211,406 14,379 207,581 18,204

Passed through the State of Alaska Department of
Environmental Conservation:

Clean Water Loan 409051 66.458 124,500 29,280 54,139 83,419

Clean Water Loan 409031 66.458 2,847,824 14,315 28,849 14,315 28,849

Drinking Water Loan 409041 66.468 2,801,614 41,848 40,052 41,848 40,052

Total Environmental Protection Agency 316,390 191,552 316,209 191,733
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MIKUNDA, COTTRELL & CO.
A Professional Corporation

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

3601 "C" Street, Suite 600 • Anchorage, Alaska 99503
(907) 278-8878, Fax (907) 278-5779

www.mcc-cpa.com

Independent Auditor's Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance withGovernment Auditing
Standards

Honorable Mayor and City Council
City of Homer, Alaska

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Homer, Alaska, as of

. and for the year ended December 31, 2004 which collectively comprise the City's basic financial statements
as listed in the table of contents, and have issued our report thereon dated April 29, 2005. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of Homer's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts
that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Homer's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended for the information of City of Homer's management and Honorable Mayor and
City Council and is not intended to be and should not be used by anyone other than these specified
parties.

April 29, 2005

- RSM McGladrey Network 105
An Independently Owned Member

	

Offices: Anchorage, Kenai & Seward

http://www.mcc-cpa.com


(1) Alaska Department of Community and Economic Development
(2) State of Alaska, Department of Labor
(3) Kenai Peninsula Borough School District
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Table 14
CITY OF HOMER, ALASKA

Miscellaneous Statistical Data
December 31, 2004

Date of Incorporation
Authority for incorporation
Form of government
Area in square miles
Miles of City-maintained streets

March 31, 1964
State of Alaska Borough Act of 1961

Council/Manager
25

46.50
Emergency services:

Number of stations
Number of employees, inclusive of volunteers

Police protection:
Number of stations
Number of employees

Municipal water department:
Number of consumers
Water usage (in millions of gallons)
Miles of water lines

Sewers:
Number of customers
Miles of sewer lines

Building permits issued

Recreation and culture:
Number of parks (220.57 acres)
Number of libraries
Number of volumes

1
54

1
27

1,337
171
38

1,374
45

98

12
1

34,556
City employees as of December 31, 2004 (full and part-time):

Permanent - full time
Permanent - part time
Temporary

Elections:
Number of registered voters
Number of voters who cast ballots in last general election
Percentage of registered voters voting in last general election

92
10
12

4,098
1,709
41.7%

Demographics:
Median age (1) 38.8
Average annual wage per worker-Borough-wide (2) 34,663
School enrollment, City of Homer (3) 1,238
Unemployment rate - Borough-wide (2) 11.1%
Homeownership (1) 61.7%
Population (1) 5,332



MIKUNDA, COTTRELL & CO.
A Professional Corporation

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

3601 "C" Street, Suite 600 • Anchorage, Alaska 99503
(907) 278-8878, Fax (907) 278-5779

www.mcc-cpa.com

Independent Auditor's Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordance with OMB Circular A-133

Honorable Mayor and City Council
City of Homer, Alaska

Compliance

We have audited the compliance of City of Homer, with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended
December 31, 2004. The City of Homer's major federal programs are identified in the summary
of auditor's results section of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of
its major federal programs is the responsibility of City of Homer's management. Our
responsibility is to express an opinion on City of Homer's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about City of Homer's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on City of Homer's compliance with
those requirements.

In our opinion, City of Homer complied, in all material respects, with the requirements referred
to above that are applicable to each of its major federal programs for the year ended December
31, 2004.

RSM McGladrey Network 106
An Independently Owned Member

	

Offices: Anchorage, Kenai & Seward
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Honorable Mayor and City Council
City of Homer, Alaska

Internal Control Over Compliance

The management of City of Homer is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered City of
Homer's internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts, and grants caused by error or fraud that would be
material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over compliance and its operation that we
consider to be material weaknesses.

This report is intended solely for the information and use of City of Homer's management and
Honorable Mayor and City Council and is not intended to be and should not be used by anyone
other than these specified parties.

April 29, 2005
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MIKUNDA, COTTRELL & CO.
A Professional Corporation

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS
3601 "C" Street, Suite 600 • Anchorage, Alaska 99503

(907) 278-8878, Fax (907) 278-5779
www.mcc-cpa.com

Independent Auditor's Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordance with OMB Circular A-133

Honorable Mayor and City Council
City of Homer, Alaska

Compliance

We have audited the compliance of City of Homer, with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended
December 31, 2004. The City of Homer's major federal programs are identified in the summary
of auditor's results section of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of
its major federal programs is the responsibility of City of Homer's management. Our
responsibility is to express an opinion on City of Homer's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about City of Homer's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on City of Homer's compliance with
those requirements.

In our opinion, City of Homer complied, in all material respects, with the requirements referred
to above that are applicable to each of its major federal programs for the year ended December
31, 2004.
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CITY OF HOMER, ALASKA

Summary Schedule of Prior Audit Findings

Year Ended December 31, 2004

Audit Finding 03-01

	

Water Storage Reservoir Construction

	

CFDA# 66.606

The City failed to obtain plans and specification approval from the State of Alaska Department
of Environmental Conservation prior to issuing a notice to proceed for construction of the water
storage reservoir as required. As a result, it was necessary for the City to cover an additional
$21,510 towards construction of the water storage reservoir.

Corrective Action Taken
The City has established a policy to ensure that future projects have all requirements met prior to
a notice to proceed being issued for a project.
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CITY OF HOMER, ALASKA

Summary Schedule of Prior Audit Findings

Year Ended December 31, 2004

Audit Finding 03-01

	

Water Storage Reservoir Construction

	

CFDA# 66.606

The City failed to obtain plans and specification approval from the State of Alaska Department
of Environmental Conservation prior to issuing a notice to proceed for construction of the water
storage reservoir as required. As a result, it was necessary for the City to cover an additional
$21,510 towards construction of the water storage reservoir.

Corrective Action Taken
The City has established a policy to ensure that future projects have all requirements met prior to
a notice to proceed being issued for a project.
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CITY OF HOMER, ALASKA

Schedule of Findings and Questioned Costs

Year Ended December 31, 2004

Dollar threshold used to distinguish between
Type A and B programs

	

$300,000

Low-risk auditee

	

No

II. Financial Statement Findings

	

None noted

III. Federal Awards Findings and Questioned Costs

	

None noted

109

I. Summary of Auditor's Results:
Financial Statements:

Type of auditor's report issued:

AUDIT RESULT

Unqualified

Internal control over financial reporting:

Material weaknesses identified?

Reportable conditions identified that are not
considered to be material weaknesses?

yes x no

x none reported_yes

Noncompliance material to financial
statements noted? yes x no_

Federal Awards:
Internal control over major programs:

Material weaknesses identified?

- Reportable conditions identified that are not
considered to be material weaknesses?

yes x no

yes x none reported

Type of auditor's report issued on compliance for
major programs:

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of
Circular A-133?

Unqualified

x no_yes

Major programs:

	

Agency

	

CFDA Number Program
Department of Interior

	

15.605

Department of Justice

	

16.008

Harbor Restrooms and
Fish Cleaning Facility

Homeland Security Equipment



CITY OF HOMER, ALASKA

Corrective Action Plan

Year Ended December 31, 2004

There are no current year findings; therefore no corrective action plan is required.
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CITY OF HOMER, ALASKA

Corrective Action Plan

Year Ended December 31, 2004

There are no current year findings; therefore no corrective action plan is required.
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