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Independent Auditor’s Report 

Honorable Mayor and Members of the Assembly 
Municipality of Anchorage, Alaska 
 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the financial statements of the Wastewater Utility Fund, an enterprise fund of the 
Municipality of Anchorage, Alaska, as of and for the years ended December 31, 2020 and 2019, and 
the related notes to the financial statements, which collectively comprise the Wastewater Utility 
Fund’s basic financial statements as listed in the table of contents.  
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Wastewater Utility Fund as of December 31, 2020 and 2019, and the changes 
in financial position and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Basis for Opinion 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America (GAAS) and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities 
under those standards are further described in the Auditor’s Responsibilities for the Audit of the 
Financial Statements section of our report. We are required to be independent of the Wastewater 
Utility Fund and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 
the design, implementation, and maintenance of internal control relevant to the preparation and 
fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the 
Wastewater Utility Fund’s ability to continue as a going concern within one year after the date that 
the financial statements are issued or available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinions. Reasonable assurance is a high level of assurance but is not 
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
GAAS and Government Auditing Standards will always detect a material misstatement when it 
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Misstatements are considered material if 
there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Wastewater Utility Fund’s internal control. 
Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Wastewater Utility Fund’s ability to 
continue as a going concern for a reasonable period of time. 
 

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identified during the audit. 
 
Emphasis of Matter 
 
As discussed in Note 1, the financial statements present only the Wastewater Utility Fund, and do 
not purport to, and do not present fairly the financial position of the Municipality of Anchorage, 
Alaska as of December 31, 2020 and 2019, the changes in its financial position, or where applicable, 
its cash flows for the years then ended in accordance with accounting principles generally accepted 
in the United States of America. Our opinion is not modified with respect to this matter. 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that Management’s 
Discussion and Analysis on pages 4 through 17 and the schedules of the Wastewater Utility Fund’s 
proportionate share of the net pension and net other postemployment benefit asset and liability 
and Wastewater Utility Fund contributions to the pension and other postemployment benefit plans 
on pages 74 through 79 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance 
with auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the Wastewater Utility Fund’s 
basic financial statements. The statistical section is presented for purposes of additional analysis 
and is not a required part of the basic financial statements.  
 
The statistical section has not been subjected to the auditing procedures applied in the audit of the 
basic financial statements, and accordingly, we do not express an opinion or provide any assurance 
on it. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 30, 
2021 on our consideration of the Wastewater Utility Fund’s internal control over financial reporting 
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is solely 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 effectiveness of the Wastewater Utility Fund’s internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Wastewater Utility Fund’s 
internal control over financial reporting and compliance. 
 

 
 
Anchorage, Alaska  
June 30, 2021 



MUNICIPALITY OF ANCHORAGE, ALASKA 
WASTEWATER UTILITY FUND 

Management’s Discussion and Analysis 

December 31, 2020 and 2019 

(Continued) 

This section of the Municipality of Anchorage Wastewater Utility (Utility) annual financial report presents the 
analysis of the Utility’s financial performance during the years ending December 31, 2020 and 2019.  Please 
read it in conjunction with the Utility’s financial statements. 

Financial Highlights 

 Net capital assets increased by $5,620,000, or 1% in 2020 and $18,930,000, or 4% in 2019.

 The change in net position in 2020 was an increase of $6,200,000, or 6%. Net position in 2019 was
an increase of $11,500,000, or 11%.

 Operating revenues decreased by $1,860,000, or 3% in 2020 and increased by $4,000,000, or 7% in
2019. 

 Operating expenses increased by $3,860,000, or 10% in 2020 and increased $1,470,000, or 4% in
2019. 

Net Position Operating Revenues Operating Expenses

2020 $118,426,189 $58,030,864 $44,131,072

2019 $112,227,973 $59,889,870 $40,268,262

2018 $100,726,294 $55,893,662 $38,798,970
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(Continued) 

Overview of the Financial Report 

The Utility is reported as an enterprise fund of the Municipality of Anchorage (Municipality).  A Board of 
Directors (Board) consisting of seven members recommends tariff rates, fees, and charges imposed by the Utility 
for its products and services to the Municipal Administration and Assembly for approval.  The Utility is 
economically regulated by the Regulatory Commission of Alaska (RCA).  Upon approval by the Assembly, 
changes to tariff rates, fees, and charges are submitted to the RCA for approval. 

This annual report consists of the Management’s Discussion and Analysis; the Statements of Net Position; 
Statements of Revenues, Expenses, and Changes in Fund Net Position; Statements of Cash Flows; Notes to the 
Basic Financial Statements; Required Supplementary Information; and Statistical Information.  These 
statements include all assets, deferred outflows of resources, liabilities, and deferred inflows of resources using 
the accrual basis of accounting. 

Statements of Net Position – These statements present information regarding the Utility’s assets, deferred 
outflows of resources, liabilities, deferred inflows of resources, and net position.  Net position represents the 
total assets and deferred outflows of resources less total liabilities and deferred inflows of resources.  The 
Statements of Net Position classify assets and liabilities as current and non-current. 

Statements of Revenues, Expenses, and Changes in Fund Net Position – These statements present the Utility’s 
operating revenues and expenses and nonoperating revenues and expenses for the year with the difference – 
income before transfers – being combined with any transfers to determine the change in net position for the 
year.  That change, combined with last year’s ending net position total reconciles to the net position total at the 
end of the current year. 

Statements of Cash Flows – These statements report cash and cash equivalent activities for the year resulting 
from operating activities, non-capital financing activities, capital and related financing activities, and investing 
activities.  The net result of these activities added to beginning-of-year cash and cash equivalents reconciles to 
the cash and cash equivalents balance at the end of the year.  The Utility presents its Statements of Cash Flows 
using the direct method of reporting operating cash flows. 

Notes to Basic Financial Statements – These provide the reader with additional information that is essential to 
a full understanding of the data provided in the basic financial statements. 

Required Supplementary Information – This presents certain information concerning the progress in funding 
the Utility’s obligation to provide pension benefits and other postemployment benefits (OPEB). 
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Analysis of the Financial Statements 

Net Position 

One of the most important questions asked about the Utility’s finances is, “Is the Utility, as a whole, better off 
or worse off as a result of the year’s activities?”  The Statements of Net Position and Statements of Revenues, 
Expenses, and Changes in Fund Net Position report information about the Utility’s activities in a way that helps 
answer this question. 

These two statements report the Utility’s net position and the changes in net position.  One can think of the 
Utility’s net position, the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources, as one way to measure financial health or financial position.  Over time, increases 
or decreases in the Utility’s net position are an indicator of whether its financial health is improving or 
deteriorating.  However, one will need to also consider other non-financial factors such as changes in economic 
conditions, population growth, the regulatory environment, and new or changed legislation.   

Changes in the Utility’s net position can be determined by reviewing the following condensed Summary of 
Fund Net Position as of December 31, 2020, 2019, and 2018.  The analysis below focuses on the Utility’s net 
position at the end of the year (Table 1) and changes in the net position (Table 2) during the year. 

2020 2019 2018
Assets and deferred outflows of resources:
   Net capital assets $ 452,604,437   446,984,170   428,052,807  
   Current and other assets 51,151,474   46,387,121   48,554,498   
   Deferred outflows of resources 4,124,678   3,792,999   4,249,054   

Total assets and deferred outflows of resources 507,880,589   497,164,290   480,856,359   

Liabilities and deferred inflows of resources:
   Non-current liabilities 212,412,079   206,553,819   198,930,957   
   Current and other liabilities 17,213,805   16,966,018   16,300,673   
   Deferred inflows of resources 159,828,516   161,416,480   164,898,435   

Total liabilities and deferred inflows of resources 389,454,400 384,936,317   380,130,065   

Net position:
   Net investment in capital assets 100,179,992   94,885,573   83,630,325   
   Restricted —    2,816,639   328,824   
   Unrestricted 18,246,197   14,525,761   16,767,145   

Total net position $ 118,426,189   112,227,973   100,726,294   

Table 1
Summary of Fund Net Position

6



MUNICIPALITY OF ANCHORAGE, ALASKA 
WASTEWATER UTILITY FUND 

Management’s Discussion and Analysis 

December 31, 2020 and 2019 

 

(Continued) 

The Utility’s total assets and deferred outflows of resources increased by $10.7 million in 2020.  Net capital 
assets increased by $5.6 million due to net plant additions of $5.3 million and a net increase in construction 
work in progress of $5.3 million; offset by net additions to accumulated depreciation of $5.0 million (see Table 
3A and Note 3).  
 
Current and other assets increased by $4.8 million during 2020 compared to 2019. Current assets increased by 
$0.4 million in 2020 due to a $0.8 million dollar increase of other outstanding receivables offset by a decrease 
of $0.4 million due to the sale of property held for resale. Restricted assets increased by $6.3 million primarily 
due to the increase in the obligated bond and loan restricted equity in the general cash pool of $8.4 million due 
to funds set aside for debt service payments, equity in bond and grant capital acquisition and construction pool 
increased by $1.8 million, offset by a $4.1 million dollar decrease in interim rate escrow investment due to 
interim and refundable rates becoming permanent and refunds having been completed. Restricted assets for 
customer deposits increased in 2020 by $0.2 million due to an increase in the deposits held. Non-current assets 
decreased by $1.9 million. The reduction in non-current assets is primarily due to regulatory debits decreasing 
by $3.1 million due to the November 30, 2018 earthquake project decreasing (Note 14) and $0.3 million in 
unbilled special assessments, offset by an increase of $1.5 million in the net OPEB asset due to OPEB plans 
being fully funded as of the plan measurement date. 
 
Deferred outflows of resources increased by $0.3 million in 2020 primarily due to an increase of $0.5 million 
in the deferred outflow of resources related to the net pension liability offset by a $0.1 million dollar decrease 
in each of the deferred outflows of resources related to unamortized loss on refunded bond issues and deferred 
outflows of resources related to net OPEB asset and liability.  
 
Total liabilities and deferred inflows of resources increased by $4.5 million in 2020. The Utility had an increase 
in non-current liabilities of $5.9 million primarily due to a $3.8 million reduction in net revenue bonds payable 
and a $6.4 million increase in Alaska Clean Water Fund loans payable. The liability for net pension liability 
increased by $3.2 million, net OPEB liability decreased by $0.5 million and compensated absences payable 
increased by $0.6 million in 2020. Current liabilities increased by $0.7 million in 2020 primarily due to long 
term obligations maturing in one year increasing as additional loans have gone into repayment status. Liabilities 
payable from restricted assets decreased by $0.5 million dollars primarily due to a $1.3 million dollar decrease 
in customer refunds payable from a refund on interim and refundable rates. Current and other liabilities not 
listed above increased by $0.8 million dollars.  

Deferred inflows of resources, which are made up of contributions in aid of construction (see Note 5), deferred 
inflows of resources related to the net pension liability, and deferred inflows of resources related to the net 
OPEB asset and liability, decreased by $1.6 million in 2020, primarily due to the decrease in contributions in 
aid of construction less amortization.   

The Utility’s total assets and deferred outflows of resources increased by $16.3 million in 2019.  Net capital 
assets increased by $18.9 million due to net plant additions and reclassifications of $48 million and a net 
decrease in construction work in progress of $12.8 million; offset by net additions to accumulated depreciation 
of $16.3 million (see Table 3A and Note 3).  
 
Current and other assets decreased by $2.2 million during 2019 compared to 2018. During 2019 the Utility’s 
interim rate escrow investment increased by $3.0 million due to interim and refundable rates in effect during 
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the year from a revenue requirement study submitted December 18, 2018. Equity in bond and grant capital 
acquisition and construction pool increased by $0.9 million in 2019 due to a decrease to the restriction of funds 
from liabilities payable and additional loan disbursements to the Utility for capital improvement funding. Utility 
customer accounts receivable increased by $0.2 million in 2019 primarily due to the increase in rates (see Note 
12). Other accounts receivable increased by $0.3 million in 2019 primarily due to outstanding invoices for sewer 
discharge. The general cash pool decreased by $1.6 million in 2019 primarily due to the restriction of funds 
from customer deposits and liabilities payable from restricted assets.  Accrued interest receivable also decreased 
by $0.2 million. Restricted assets for customer deposits decreased in 2019 by $0.1 million due to a decrease in 
the deposits held for reimbursable projects. Prepaid expenses increased by $0.1 million due to additional 
invoices paid and not yet consumed. Inventory increased by $0.1 million primarily due to additional gravel 
inventory held on December 31, 2019. Non-current assets decreased by $4.9 million. The majority of the 
reduction in non-current assets is due to regulatory debits decreasing by $4.9 million due to $8.1 million of 
clarifier coatings moved to plant in service and the earthquake project increasing by $3.2 million. 

Deferred outflows of resources decreased by $0.4 million in 2019 primarily due to a decrease in the deferred 
outflow of resources related to the net pension liability.  

Total liabilities and deferred inflows of resources increased by $4.8 million in 2019.  Non-current liabilities 
increased by $7.6 million (see Table 4 and Note 4). The increase in non-current liabilities was due to a $3.7 
million reduction in net revenue bonds payable, an $8.6 million increase in revolving loans and a $6.2 million 
dollar increase in loans payable. The liability for net other postemployment benefits decreased by $3.0 million 
as well as net pension liability by $0.5 million in 2019.  

Current and other liabilities increased by $0.7 million in 2019. Accrued payroll increased by $0.3 million. 
Customer refund payable from restricted assets increased by $0.5 million due to the refund of interim and 
refundable rates pending as of December 31, 2019 being larger than the prior year (see Note 12).  Accrued 
interest payable increased by $0.2 million in 2019 primarily due to an increase in the revolving loan interest. 
Long-term obligations maturing within one year increased by $0.7 million in 2019 primarily due to additional 
loans going into repayment. In 2019 there was a reduction to capital acquisition and construction accounts 
payable from restricted assets of $0.7 million and accounts payable of $0.1 million. Customer deposits payable 
from restricted assets decreased by $0.1 million due to a decline in deposits held for reimbursable projects. The 
pollution remediation obligation decreased by $0.1 million from two sites reaching complete status and two 
sites in a monitoring phase reducing the liability (see Note 11).  

Deferred inflows of resources, which are made up of contributions in aid of construction (see Note 5), deferred 
inflows of resources related to the net pension liability, and deferred inflows of resources related to the net 
OPEB asset and liability, decreased by $3.5 million in 2019, primarily due to the decrease in contributions in 
aid of construction less amortization.   

Changes in the Utility’s net position can be determined by reviewing the following condensed Summary of 
Revenues, Expenses, and Changes in Fund Net Position for the years ending December 31, 2020, 2019, and 
2018. 
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2020 2019 2018
Operating revenues:
   Residential sales $ 43,840,919 43,511,456 40,750,529
   Commercial sales 10,918,152 12,894,383 12,250,030
   Public authorities 2,540,581 2,495,046 1,992,562
   Other operating 731,212 988,985 900,541

Total operating revenues 58,030,864 59,889,870 55,893,662
Operating expenses:
   Collection system 4,391,855 3,903,680 3,859,642
   Pumping plant 995,947 1,082,301 1,036,571
   Treatment 14,014,293 15,498,767 13,820,823
   Customer accounts 2,247,964 2,497,528 2,199,195
   Administrative and general 10,539,291 5,205,116 9,555,012
   Depreciation, net of amortization 11,941,722 12,080,870 8,327,727

Total operating expenses 44,131,072 40,268,262 38,798,970
Operating income 13,899,792 19,621,608 17,094,692

Nonoperating revenues 2,040,554 1,543,710 742,873
Nonoperating expenses 2,686,161 3,415,952 2,982,823

Income before transfers 13,254,185 17,749,366 14,854,742
Transfers: 7,055,969 6,247,687 6,241,155

Change in fund net position 6,198,216 11,501,679 8,613,587
Net position - beginning 112,227,973 100,726,294 92,112,707
Net position - ending $ 118,426,189 112,227,973 100,726,294

Summary of Revenues, Expenses, and Changes in Fund Net Position
Table 2
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During 2020, net position increased by $6.2 million. Total revenues decreased by $1.4 million. Operating 
revenues decreased by $1.9 million when compared to 2019. The change in operating revenues during 2020 is 
primarily attributable to the approval of a reduction in recurring rates in compliance with Docket U-19-006 
Order 9 and 11(see Note 12). In addition, commercial revenue consumption was reduced due to business 
closures from the COVID-19 Pandemic. 

Nonoperating revenues increased by $0.5 million due to decreases of $0.3 million in investment income and 
$0.1 million in miscellaneous revenue and increases in PERS on-behalf revenue of $0.2 million and in OPEB 
on-behalf revenue of $0.7 million. 

During 2019, net position increased by $11.5 million. Total revenues increased by $4.8 million. Operating 
revenues increased by $4.0 million when compared to 2018. The change in operating revenues during 2019 is 
primarily attributable to the approval of an interim and refundable rate increase, effective February 1, 2019. On 
February 25, 2020, Docket U-19-006 was issued by the RCA approving a permanent 6.86% rate increase (see 
Note 12).  

Nonoperating revenues increased by $0.8 million due to increases in investment income of $1.4 million and 
PERS on-behalf revenue of $0.7 million, and a decrease in OPEB on-behalf revenue of $1.3 million. 
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Total expenses increased by $3.1 million in 2020 over 2019, with operating expenses increasing by $3.8 million. 
The increase in operating expenses was due to an increase in General and administrative expense by $5.3 million 
primarily due to a significant increase in pension and other post-employment benefits expense. Pumping plant 
expense remained relatively consistent with prior year. The Utility’s collection system expense increased $0.5 
million due to hours of administrative leave associated with exposure to COVID-19 mitigation. The decrease in 
2020 treatment expense of $1.5 million was primarily due to a reduction in sodium hypochlorite usage in 2020 
as compared to 2019, and in 2019 the Utility expensed deferred charges for renewal of a discharge permit. Other 
operating expenses not listed above decreased by $0.5 million dollars in 2020. 

Nonoperating expenses decreased by $0.7 million primarily due to a net decrease in interest and fees on loans 
and bonds of $0.6 million resulting from the deferred payments of 2020 Alaska Clean Water Fund loans (see 
Note 4). Allowance for funds used during construction increased by $0.1 million. The Municipal Utility Service 
Assessment (MUSA) increased by $0.8 million. 

Total expenses increased by $1.9 million in 2019 over 2018, with operating expenses increasing by $1.5 million. 
The increase in operating expenses was due to an increase in treatment expense of $1.7 million given an increase 
in water usage and utilities at the Asplund Treatment Plant and the purchase of more chemicals because of 
disinfection system failures. Customer accounts expense increased by $0.3 million primarily due to collections 
expense compared to 2018 increased because of a change in the collection procedure removing a septage hauler 
from collections. General and administrative expense decreased by $4.3 million primarily due to a significant 
decrease in other post-employment benefits expense. Collection system and pumping plant expense remained 
relatively consistent with prior year. Depreciation expense increased by $3.8 million due to the implementation 
of new rates effective January 1, 2019 (see Note 1(i)).  

Nonoperating expenses increased by $0.4 million due to a net increase in interest and fees on loans and bonds 
of $0.4 million. The Municipal Utility Service Assessment (MUSA) and other transfers increased by less than 
$0.1 million. 
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Capital Assets and Debt 
 
Capital Assets  

The following table summarizes the Utility’s net capital assets as of December 31, 2020, 2019, and 2018. 

  

Net capital assets increased by $5.6 million in 2020 comprised of net plant in service increasing by $0.3 million 
and a net increase in construction work in progress of $5.3 million. Net plant in service increased $0.3 million 
due to additions of $16.6 million, offset by retirements of $11.3 million and a net increase in accumulated 
depreciation of $5.0 million. The plant category that increased the most at gross during the year was collection 
plant which had additions of $12.0 million primarily due to the Mills Drive and Campbell Lake projects. The 
Mills Drive project is to reconfigure sewer mains entering a manhole and replace the manhole that is at the end 
of its useful life. The Campbell Lake project was to repair 180 feet of floating pipe caused by the 2018 
earthquake.  General plant had additions of $2.9 million primarily due to the upgraded Maximo software from 
version 6 to 7 and adding customer reports as well as 6 light duty trucks and 1 Cummins diesel dump truck that 
were purchased. Treatment and disposal plant had additions of $1.6 million consisting primarily of the Asplund 
Wastewater Treatment Plant Electrolyzer replacement tanks and an upgrade to the storm drainage system at the 
facility to prevent flooding. Pumping plant had additions of $0.1 million (see Table 3B and Note 3). 

Net capital assets increased by $18.9 million in 2019 comprised of net plant in service increasing by $31.7 
million and a net decrease in construction work in progress of $12.8 million. Net plant in service increased 
$31.7 million due to additions of $41.5 million, protective coatings being reclassified as capital assets of $8.2 
million, offset by retirements of $1.7 million and a net increase in depreciation of $16.3 million, of which $1.0 
million was associated with the reclassification of coatings. The plant category that increased the most at gross 
during the year was treatment and disposal plant, which had additions of $31 million, and collection plant, which 
had additions of $8.9 million.  General plant had addition of $1.5 million and pumping plant had additions of 
$0.1 million (see Table 3B and Note 3). 

Table 3A
Net Capital Assets

2020 2019 2018
Intangible plant $ 1,450,032             2,156,545        2,820,451          
Collection plant 239,766,329         233,722,792    231,364,008      
Treatment & disposal plant 133,441,125         137,713,764    104,969,468      
Pumping plant 13,759,364           14,256,115      14,738,312        
General plant land 4,203,352             4,203,352        4,203,352          
General plant 30,374,580           30,674,363      32,896,014        
     Net plant in service          422,994,782         422,726,931    390,991,605      
Property held for future use 1,379,931             1,379,931        1,379,931          
Construction work in progress 28,229,724           22,877,308      35,681,271        
     Total net capital assets  $ 452,604,437         446,984,170    428,052,807      

Increase in net capital assets $ 5,620,267             18,931,363      
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MUNICIPALITY OF ANCHORAGE, ALASKA 
WASTEWATER UTILITY FUND 

Management’s Discussion and Analysis 

December 31, 2020 and 2019 

(Continued) 

Additional information on the Utility’s capital assets can be found in Note 3. 

Collection Plant Pumping Plant
Mills Drive $ 3,093  Pump Station 29 $ 72  
Campbell Lake 2,232  Other Miscellaneous Projects 32  
Large Diameter Sewer Manholes 984   Total Pumping Plant $ 104  
Hood Creek 910   
Nathan Circle 615     Treatment and Disposal Plant
Girdwood 612   AWWTF Electrolyzer Replacement $ 743  
Laurence Court 579   AWWTF Surface Drainage & Stormwater 549  
W 8th, N - P Street 504   AWWTF Disinfection 163  
Sandhill Reserve 371     Other Miscellaneous Projects 167  
M Street 363   Total Treatment and Disposal Plant $ 1,622 
Spenard 326   
H & I Street 278   General Plant
C & D Street 265   Maximo $ 908  
Bruin Park 241   Vehicles 512  
D & E Street 194     Vactor/Combination Cleaner 351  
West 2nd Avenue 147       IT Infrastructure Equipment 300   
Other Miscellaneous Projects 317   Heavy Duty Vehicles 183  

Total Collection Plant $ 12,031 Arc GIS Maximo Interface 120  
Other Miscellaneous Projects 480  

Total General Plant $ 2,854 

Total Additions $ 16,611

Table 3B
Capital Assets, 2020 Major Additions - gross

(amounts expressed in thousands)
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WASTEWATER UTILITY FUND 

Management’s Discussion and Analysis 

December 31, 2020 and 2019 

(Continued) 

Debt 

Changes in the Utility’s debt are shown in the following table as of December 31, 2020, 2019, and 2018. The 
table includes only debt having a long-term component. 

Additional information on the Utility’s long-term obligations can be found in Note 4. 

The Utility did not issue bonds in 2020 but did obtain an additional $11.0 million in low intertest loans from the 
State of Alaska Clean Water Loan Program to finance capital improvements. Bond and revolving loan principal 
payments totaled $2.9 million and $3.8 million, respectively.  
The Utility did not issue bonds in 2019 but did receive approximately $14.9 million from the State of Alaska 
Clean Water Loan Program to finance capital improvements. In addition, the Utility borrowed other loans 
payable of $6.2 million and refinanced $15.7 million of existing loans. Bond and revolving loan principal 
payments totaled $2.8 million and $5.7 million, respectively.  

2020 2019 2018

Revenue bonds, net $ 86,498,878 90,219,747   93,918,451   

Long-term loans 114,034,162 106,858,670   91,345,078   

Total net debt $ 200,533,040 197,078,417   185,263,529   

Increase in net debt $ 3,454,623 11,814,888   

Table 4
Net Debt
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Management’s Discussion and Analysis 

December 31, 2020 and 2019 

(Continued) 

Economic Factors and Budget and Regulatory Matters, and Currently Known Facts 

Budgetary Matters  

The 2021 budget anticipates a 7.0% increase in operating revenue compared to 2020 actual revenue with a rate 
increase of 8.0% effective April 1, 2021.   

2021 operating expenses are budgeted to decrease 0.2% from the 2020 budget due to a 2.1% budget increase in 
labor, a 0.4% budget decrease in non-labor, and a 5.3% increase in Intra-governmental Charges from General 
Government.  The Municipal Utility Service Assessment is budgeted to increase 3.0% and depreciation expense 
is budgeted to decrease 7.2%.  

Regulatory Matters 

The Utility applies all applicable provisions of the Governmental Accounting Standards Board (GASB) which 
has authority for setting accounting standards for governmental entities. The Utility’s 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. 

For information regarding current on-going regulatory matters see Note 12. 

Currently Known Facts 

The Coronavirus (COVID-19) spread through the United Sates throughout 2020 and into 2021. There were 
hunker down/shelter in place warnings, travel quarantines and business shutdowns in place at different times in 
2020. The Alaska Legislature passed Senate Bill 241 which suspended late fees, finance charges and disconnects 
for nonpayment to residential customers. The Utility also suspended late fees, finance charges and disconnects 
for nonpayment to commercial customers. The Utility did not extend the moratorium on penalties and late fees 
beyond the end of Senate Bill 241. On November 16, 2020, the Utility reinstated late fees and penalties on past 
due balances for any customer that did not submit a COVID-19 hardship form. Because of the suspension of 
late fees and finance charges Other operating revenue decreased by 26% or approximately $258,000. 
Commercial metered revenue dropped by 15% or over $1.9M. These policies have also resulted in increased 
aging of accounts receivable. 

The Municipality of Anchorage Acting Mayor issued a proclamation ending the local emergency declaration 
effective May 25, 2021, and as a result AWWU will end its moratorium on disconnects for nonpayment on both 
residential and commercial accounts and will resume its processes for delinquent payment service disconnects 
effective July 1, 2021. Through a proposed tariff revision, requiring the Regulatory Commission of Alaska 
approval, the Utility will implement a tiered approach, related to the minimum payment requirements for 
delinquent accounts with balances that have aged 55 days or more past due, to either avoid disconnection of 
service or restore services once they have been turned off.  This temporary procedure for delinquent accounts 
will be effective on July 1, 2021, and will continue until June 30, 2022, unless terminated sooner by tariff 
revisions.  The Utility continues to monitor financial metrics and intends on investigating funding opportunities 
through the state and federal governments. 
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MUNICIPALITY OF ANCHORAGE, ALASKA 
WASTEWATER UTILITY FUND 

Management’s Discussion and Analysis 

December 31, 2020 and 2019 

Contacting the Utility’s Financial Management 

This financial report is designed to provide the Utility’s customers, taxpayers, investors, and creditors with a 
general overview of the Utility’s finances and to demonstrate the Utility’s accountability for the money it 
receives.  For questions about this report, or for additional financial information, contact the Utility’s Chief 
Financial Officer at (907) 786-5623, or Anchorage Water and Wastewater Utility, 3000 Arctic Blvd., 
Anchorage, AK 99503. 

General Utility information can be found at: www.awwu.biz. 
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2020 2019
Capital assets:

Plant in service, at cost $ 737,106,186   731,769,201   
Less accumulated depreciation (314,111,404)  (309,042,270)  

Net plant in service 422,994,782   422,726,931   
Property held for future use 1,379,931   1,379,931   
Construction work in progress 28,229,724   22,877,308   

Net capital assets 452,604,437   446,984,170   

Non-current assets:
Net OPEB asset 1,675,748   131,042   
Unamortized cost of debt issuance 244,447   265,497   
Unbilled special assessments 1,129,265   1,457,316   
Regulatory debits 1,010,276   4,111,238   

Total non-current assets 4,059,736   5,965,093   

Restricted assets:
Current:

Equity in bond and grant capital acquisition and construction pool 5,439,756    3,588,300    
Equity in general cash pool - bond and loan debt service 8,408,231    74    

Interim rate escrow investment —    4,154,750    
Non-current:

Equity in general cash pool - customer deposits 279,835   70,128   

Total restricted assets 14,127,822   7,813,252   

Current assets:
Equity in general cash pool 24,906,698   25,266,413   
Accrued interest receivable 174,529   10,543   
Accounts receivable:

Utility customers, less estimated uncollectibles of $132,512
in 2020 and $143,135 in 2019 5,451,835   5,312,042   

Other, less estimated uncollectibles of $8,936
in 2020 and $4,130 in 2019 1,590,834   750,631   

Special assessments receivable 53,445   61,766   
Unbilled reimbursable projects 17,809   15,185   
Prepaids 267,286   207,012   
Inventories 501,480   594,483   
Property held for resale —    390,701   

Total current assets 32,963,916   32,608,776   

Total assets 503,755,911   493,371,291   

Deferred outflows of resources:
Unamortized loss on refunded bond issues 1,161,486   1,261,525   
Related to net pension liability 1,972,559   1,462,574   
Related to net OPEB assets and liability 990,633   1,068,900   

Total deferred outflows of resources 4,124,678   3,792,999   

Total assets and deferred outflows of resources $ 507,880,589   497,164,290   

See accompanying notes to basic financial statements. (Continued)

MUNICIPALITY OF ANCHORAGE, ALASKA
WASTEWATER UTILITY FUND

Statements of Net Position

December 31, 2020 and 2019

Assets and Deferred Outflows of Resources

18



2020 2019
Net position:

Net investment in capital assets $ 100,179,992   94,885,573   
Restricted - interim rate escrow —    2,816,639   
Unrestricted 18,246,197   14,525,761   

Total net position 118,426,189   112,227,973   

Non-current liabilities:
Net pension liability 19,909,962   16,745,384   
Net OPEB liability 29,080   550,191   
Compensated absences payable 727,365   171,233   

Pollution remediation obligation 667,300   686,300   
Revenue bonds payable, net of unamortized premium 83,588,878   87,349,747   
Alaska Clean Water Fund loans payable 87,983,988   81,545,458   
Loans payable – other 19,505,506   19,505,506   

Total non-current liabilities 212,412,079   206,553,819   

Current liabilities:
Accounts payable 1,381,281   1,380,404   
Accrued payroll 687,805   831,520   
Compensated absences payable 1,088,776   1,270,003   
Accrued interest 1,699,082   1,435,975   
Pollution remediation obligation 20,000   21,000   
Long-term obligations maturing within one year 9,454,668   8,677,706   

Total current liabilities 14,331,612   13,616,608   

Liabilities payable from restricted assets:
Current:

Capital acquisition and construction accounts payable 2,602,168 1,941,171   
Customer refund payable 190   1,338,111   

Non-current:
Customer deposits payable 279,835   70,128   

Total liabilities payable from restricted assets 2,882,193   3,349,410   

Total liabilities 229,625,884   223,519,837   

Deferred inflows of resources:
Contributions in aid of construction less amortization of

$180,261,795 in 2020 and $175,134,633 in 2019 158,492,647   159,870,005   
Related to net pension liability —    858,794   
Related to net OPEB assets and liability 1,335,869   687,681   

Total deferred inflows of resources 159,828,516   161,416,480   

Total liabilities, deferred inflows of resources, and net position $ 507,880,589   497,164,290   

See accompanying notes to basic financial statements.

Statements of Net Position, continued

December 31, 2020 and 2019

MUNICIPALITY OF ANCHORAGE, ALASKA
WASTEWATER UTILITY FUND

Liabilities, Deferred Inflows of Resources, and Net Position
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2020 2019

Operating revenues:
Charges for sales and services:

Residential sales $ 43,840,919   43,511,456   
Commercial sales 10,918,152   12,894,383   
Public authorities 2,540,581   2,495,046   

Total charges for sales and services 57,299,652   58,900,885   

Other operating revenues 731,212   988,985   

Total operating revenues 58,030,864   59,889,870   

Operating expenses:
Collection system 4,391,855   3,903,680   
Pumping plant 995,947   1,082,301   
Treatment 14,014,293   15,498,767   
Customer accounts 2,247,964   2,497,528   

Administrative and general 10,539,291   5,205,116   

Total operations 32,189,350   28,187,392   
Depreciation, net of amortization 11,941,722   12,080,870   

Total operating expenses 44,131,072   40,268,262   

Operating income 13,899,792   19,621,608   

Nonoperating revenues:
Investment income 1,382,804   1,706,151   
PERS on-behalf 1,064,680   903,261   
OPEB on-behalf (407,752)  (1,166,343)  
Miscellaneous revenues 822   100,641   

Total nonoperating revenues 2,040,554   1,543,710   

Nonoperating expenses:
Interest expense and fees – revenue bonds 2,732,058   2,856,267 
Interest expense and fees – loans 1,206,009   1,687,945   
Allowance for funds used during construction (1,251,906)  (1,128,260)  

Total nonoperating expenses 2,686,161   3,415,952   

Income before transfers 13,254,185   17,749,366   

Transfers:
Transfers to Municipal utility service assessment 7,055,969   6,247,687   

Change in fund net position 6,198,216   11,501,679   
Net position – beginning 112,227,973   100,726,294   
Net position – ending $ 118,426,189   112,227,973   

See accompanying notes to basic financial statements.

MUNICIPALITY OF ANCHORAGE, ALASKA
WASTEWATER UTILITY FUND

Statements of Revenues, Expenses, and Changes in Fund Net Position

Years Ended December 31, 2020 and 2019
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MUNICIPALITY OF ANCHORAGE, ALASKA

Statements of Cash Flows
Years Ended December 31, 2020 and 2019

2020 2019
Cash flows from operating activities:
     Receipts from customers and users $ 55,930,975 59,787,300
     Payments to employees (18,277,474) (17,290,245)
     Payments to vendors (7,868,260) (15,207,835)
     Internal activity - payments made to other funds (1,731,188) (2,506,382)
          Net cash provided by operating activities 28,054,053 24,782,838

Cash flows for non-capital financing activities:
     Transfers to Municipal utility service assessment (7,055,969) (6,247,687)

Cash flows for capital and related financing activities:
     Principal payments on revenue bonds (2,870,000)       (2,840,000)         
     Interest payments and other fees on long-term obligations (4,404,740)       (5,050,446)         
     Acquisition and construction of capital assets (16,700,562)     (26,068,617)       
     Capital contributions - customer special assessments 537,763           273,759             
     Proceeds from loan payable - other —    6,229,157          
     Proceeds from Alaska Clean Water loans 11,000,000      14,941,170        
     Principal payments on Alaska Clean Water loans (3,824,508)       (5,656,735)         
          Net cash used by capital and related financing activities (16,262,047)     (18,171,712)       

Cash flows from investing activities:
     Interest received 1,218,818 1,859,495

          Net increase in cash 5,954,855 2,222,934
          Cash and cash equivalents, beginning of year 33,079,665 30,856,731
          Cash and cash equivalents, end of year $ 39,034,520 33,079,665

Cash and cash equivalents:
     Equity in general cash pool $ 24,906,698 25,266,413
     Restricted equity in bond and grant capital acquisition and construction p 5,439,756 3,588,300
     Restricted equity in general cash pool - customer deposits 279,835 70,128
     Interim rate escrow investment —    4,154,750          
     Restricted equity in general cash pool - bond and loan debt service 8,408,231 74
         Cash and cash equivalents, end of year $ 39,034,520 33,079,665

See accompanying notes to basic financial statements. (Continued)

WASTEWATER UTILITY FUND
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MUNICIPALITY OF ANCHORAGE, ALASKA

Statements of Cash Flows, continued
Years Ended December 31, 2020 and 2019

2020 2019
Reconciliation of operating income to net cash provided by operating activities:
     Operating income $ 13,899,792 19,621,608
     Adjustments to reconcile operating income to net cash
        provided by operating activities: 
          Allowance for uncollectible accounts (5,817) 93,667
          Depreciation, net of amortization 11,941,722 12,080,870
          PERS on-behalf revenue 1,064,680 903,261
          OPEB on-behalf revenue (407,752) (1,166,343)
          Miscellaneous nonoperating revenue 822 100,641

Changes in assets, deferred outflows of resources, liabilities,
     and deferred inflows of resources increasing (decreasing) cash:
          Accounts receivable and other receivables (965,858)          (633,724)           
          Unbilled reimbursable projects (2,624)              36,103               
          Inventories 93,003              (110,925)           
          Customer deposits payable 209,707            (91,297)             
          Prepaids (60,274)            (114,168)           
          Unbilled special assessments 328,051            104,326             
          Property held for resale 390,701            —    
          Regulatory debits 2,217,317        (3,199,984)         
          Accounts payable 877 (117,535)           
          Accrued payroll (143,715)            253,497              
          Compensated absences payable 374,905              (61,189)              
          Customer refund payable (1,337,921)       528,783             
          Deferred outflows of resources related to net pension liability (509,985)            292,751              
          Deferred outflows of resources related to net OPEB asset and liability 78,267                62,343                
          Net pension liability 3,164,578          (514,100)            
          Net OPEB liability (521,111)            (2,986,751)         
          Net OPEB asset (1,544,706)         (131,042)            
          Deferred inflows of resources related to net pension liability (858,794)            425,615              
          Deferred inflows of resources related to net OPEB asset and liability 648,188              (593,569)            
              Net cash provided by operating activities $ 28,054,053 24,782,838

Non-cash investing, capital and financing activities:
   Contributed capital - private development $ 1,871,399 1,081,543
   Capital purchases on account 1,030,428 1,941,171
   Transfer from regulatory debit to capital 863,645 —    
   Allowance for funds used during construction 1,251,906 1,128,260
          Total non-cash investing, capital and financing activities $ 5,017,378 4,150,974

See accompanying notes to basic financial statements.

WASTEWATER UTILITY FUND
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MUNICIPALITY OF ANCHORAGE, ALASKA 
WASTEWATER UTILITY FUND 

Notes to Basic Financial Statements 

December 31, 2020 and 2019 

(Continued) 

(1) Description of Business and Summary of Significant Accounting Policies 

The Anchorage Wastewater Utility (Utility) began as a fragmented system owned by the City of 
Anchorage, military, public, and private interests.  In the late 1960’s the Greater Anchorage Area Borough 
unified these systems creating the Utility.  In the early 1970’s the Utility began charging rates and by the 
mid 1980’s evolved into an enterprise fund and now exists as a public utility of the Municipality of 
Anchorage (Municipality).  The Utility, whose service area encompasses the majority of the Municipality 
of Anchorage, serves residential, commercial, and military accounts in metropolitan Anchorage from 
Eklutna to Girdwood.  The Utility’s treatment plants in Anchorage, Eagle River and Girdwood operate 24 
hours per day, discharging treated wastewater into Cook Inlet, Eagle River and Glacier Creek.  The 
accompanying financial statements include the activities of the Wastewater Utility Fund, and not the 
Municipality as a whole. 

The Utility is a major Enterprise Fund of the Municipality. Enterprise Funds are used to account for 
operations where the intent is that costs of providing services to the general public on a continuing basis 
be financed or recovered primarily through user charges or where the governing body has decided that 
periodic determination of revenues earned, expenses incurred, and/or change in net position is appropriate 
for capital maintenance, public policy, management control, accountability or other purposes.   

The Utility applies all applicable provisions of the Governmental Accounting Standards Board (GASB) 
which has authority for setting accounting standards for governmental entities. The accounting records of 
the Utility conform to the Uniform System of Accounts prescribed by the National Association of 
Regulatory Utility Commissioners (NARUC).  The accrual basis of accounting is used for Enterprise 
Funds.  Revenues are recognized in the accounting period in which they are earned and expenses are 
recognized when the liabilities are incurred. 

Accounting and reporting treatment applied to a fund is determined by its measurement focus.  Enterprise 
Funds are accounted for on a flow of economic resources measurement focus.  With this focus, all assets, 
deferred outflows of resources, liabilities, and deferred inflows of resources associated with the operation 
of these funds are included in the Statements of Net Position.  Net position is segregated into Net 
Investment in Capital Assets; Restricted; and Unrestricted. 

In preparing the financial statements, management is required to make estimates and assumptions that 
affect the reported amount of assets, deferred outflows of resources, liabilities, and deferred inflows of 
resources and disclosure of contingent assets and liabilities as of the date of the Statements of Net Position 
and revenues and expenses for the period.  Actual results could differ from those estimates. 

(a) Regulated Operations 

The Utility meets the criteria, and accordingly, follows the accounting and reporting requirements 
applicable to regulated operations. The Utility’s 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.   

Regulatory Assets and Regulatory Debits 
These Miscellaneous Deferred Debits are recorded in accordance with the NARUC chart of accounts. 
Three accounts are allowed, unless otherwise approved by the RCA: Regulatory assets, Other deferred 
debits, and Deferred rate case expenses. 
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(Continued) 

No regulatory assets are recorded on the Statements of Net Position. 

Other deferred debits are reflected as regulatory debits on the Statements of Net Position. The Utility 
records the offset to pollution remediation obligation and costs associated with the November 30, 2018 
Alaska earthquake, net of recoveries, as regulatory debits. (See Note 12(e) and Note 14). 

Contributions in Aid of Construction (CIAC) 
The Utility receives CIAC, which are recorded as deferred inflows of resources.  For rate making 
purposes the Utility amortizes CIAC over the life of the respective utility plant as a reduction of 
depreciation expense and a reduction of a deferred inflow of resources.  Consequently, CIAC are 
recorded as a deferred inflow of resources in the accompanying financial statements (See Note 5).   

Debt Issuance Cost 
As a regulated operation, the Utility applies the accounting and reporting requirements applicable to 
regulated operations to the accounting for debt issuance costs.  Accordingly, the Utility’s debt issuance 
costs are recorded as an asset and are being amortized over the life of the debt. 

Allowance for Funds Used During Construction (AFUDC) 
The Utility’s rates also include AFUDC, which is capitalized in the accompanying financial statements.  
The Statements of Revenues, Expenses, and Changes in Fund Net Position include AFUDC as an item 
of other income in a manner that indicates the basis for the amount capitalized.  

(b) Cash Pool and Investments 

The Municipality uses a central treasury to account for all cash and investments to maximize interest 
income.  Bond and grant proceeds are shown as equity in the bond and grant capital acquisition and 
construction pool and are used for capital projects; all other cash is shown as equity in the general cash 
pool. Investments are recorded at fair value.  Interest from cash pool investments is allocated to the 
Utility based on its average daily balances. 

For purposes of the Statements of Cash Flows, the Utility has defined cash as the demand deposits and 
all investments maintained in the general and construction cash pools, regardless of maturity period, 
since the Utility uses the cash pools essentially as demand deposit accounts.  Cash also includes escrow 
funds from interim rates. 

(c) Restricted Assets 

Certain proceeds of the Utility’s revenue bonds, as well as resources set aside for their repayment, are 
classified as restricted assets on the Statements of Net Position because their use is limited by applicable 
bond covenants. Restricted assets on the Statements of net position include:  

Equity in bond and grant capital acquisition and construction pool account is used to report debt funding 
that is restricted for use in construction. 

The restricted equity in general cash pool – bond and loan debt service represent restricted funds set 
aside for principal and interest payments due within one year on Utility debt, and interest earned on 
funds set aside for debt payments. 

Interim rate escrow investments are funds collected from customer sales arising from interim and 
refundable rates granted by the RCA (See Note 12 (a)).  
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(Continued) 

The restricted equity in general cash pool - customer deposits account represents deposits provided by 
utility service customers as security for bill payment, MOA Utility customer COVID-19 relief or 
reimbursable projects.  

(d) Net Position and Net Position Flow Assumptions 

Net Position represents the residual interest in the Utility’s assets and deferred outflows of resources 
after liabilities and deferred inflows of resources are deducted and consists of three components: net 
investment in capital assets, restricted and unrestricted net position. Net investment in capital assets 
includes capital assets, net of accumulated depreciation, reduced by outstanding debt incurred to 
acquire, construct, or improve those capital assets, excluding unspent debt proceeds and CIAC net of 
amortization. The restricted category represents the balance of assets restricted for general use by 
external parties (creditors, grantors, contributors, or laws or regulations of other governments) or 
imposed by law through constitutional provisions or enabling legislation. Unrestricted net position 
consists of the net position not meeting the definition of the other two components.  

It is the Utility’s policy to first use restricted resources to make certain payments when both restricted 
and unrestricted assets are available for the same purpose. The Utility shall be operated in such a manner 
as to provide a reasonable profit in accordance with applicable regulations of the state public utilities 
commission pursuant to AS 42.05 et seq., or other commission or board under applicable regulatory 
provisions and law. Surplus revenues from the operation may be reinvested in the utility and, where 
prudent fiscal management permits, may be distributed as set forth in section 26.10.065 of Alaska 
Statute. 

(e) Inventories 

Inventories are valued at average cost and recorded as an expense when consumed rather than when 
purchased. 

(f) Discount or Premium on Revenue Bonds Payable 

The discount or premium on revenue bonds payable is amortized over the life of the related bond issues 
using the effective interest method. 

(g) Deferred Outflows of Resources 

Deferred outflows of resources represent a consumption of net position that applies to a future period(s) 
and so will not be recognized as an outflow of resources until then.  At December 31, 2020 and 2019, 
the Utility had deferred outflows of resources from unamortized loss on refunded bond issues, pension 
related items, and other postemployment benefits. 

(h) Deferred Inflows of Resources 

Deferred inflows of resources represent an acquisition of net position that applies to a future period(s) 
and so will not be recognized as an inflow of resources until that time. At December 31, 2020 and 2019, 
the Utility had deferred inflows of resources from contributions in aid of construction, pension related 
items and, other postemployment benefits. 
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(i) Property, Plant, and Equipment 

Property, plant, and equipment is stated at cost.  To be considered for capitalization, the cost of an asset 
must equal or exceed $5,000 and the service life must exceed one year.  The Utility’s depreciation 
model is composed of the straight-line method, average life procedures, and remaining life technique.  
The Utility’s depreciation model is approved by the RCA.  Additions to wastewater plant in service are 
at original cost of contracted services, direct labor and materials, interest and indirect overhead charges. 

Plant removed from service is credited against the plant accounts with the offset to accumulated 
depreciation.  No gain or loss is recognized on the transaction except under extraordinary circumstances. 
Routine repair and maintenance costs are expensed as incurred. 

The Utility employs amortization accounting for specific general plant accounts and includes provisions 
for future salvage and cost of removal in annual depreciation rates for specific plant accounts.  Proceeds 
associated with the sale of an asset are credited to the accumulated depreciation account and costs 
associated with the retirement of an asset are debited against the accumulated depreciation account. 
AFUDC is an allowable cost of capital construction applied in accordance with the NARUC. The Utility 
capitalizes AFUDC as interest on construction work in progress in accordance with regulatory 
requirements. Interest was capitalized in 2020 and 2019 in the amounts of $1,251,906 and $1,128,260, 
respectively. The Utility uses the most recently authorized or accepted weighted average cost of capital 
by the RCA as the rate for calculating this component of capitalizable costs. 

In accordance with the RCA order, the Utility implemented new depreciation rates effective January 1, 
2019 (see Note 12(c)). 

The estimated lives of major plant and equipment categories follow: 

Collection plant 20 - 85 years
Pumping plant 26 - 60 years
Treatment and disposal plant 25 - 85 years
General plant 6 - 55 years
Intangible plant 10 years  

(j) Asset Retirement Obligations 

The Utility evaluated the requirements of GASB 83, Certain Asset Retirement Obligations (ARO), 
related to all capital assets within the Utility and has implemented the provisions of this Statement for 
2020 financial reporting. Assets were grouped into 4 categories: Assets on permitted land/rights of way, 
Wells, Horizontal Plant and Vertical Plant and evaluated for ARO’s. The finding is that the Utility 
currently has no requirement to recognize ARO’s for these assets. The Utility will continue to perform 
annual reviews in compliance with GASB 83 requirements and will explicitly recognize an ARO when 
the liability is incurred and reasonably estimable. 

(k) Operating Revenues and Expenses 

Operating revenues and expenses generally result from providing services and producing and delivering 
goods in connection with the Utility’s principal ongoing operations. All other revenues and expenses 
are reported as nonoperating. Revenues are recognized when utility services are provided and expenses 
are recognized when costs are incurred. 
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(l) Unbilled Revenues and Accounts Receivable 

Utility revenues are based on cycle billings rendered to customers monthly.  The Utility accrues an 
estimate of revenue at year-end for services provided but not yet billed.  The Utility accrued $1,736,064 
and $1,811,000 for the years ended December 31, 2020 and 2019, respectively. Allowance for doubtful 
accounts are provided for receivables where there is a question of collectability. Utility receivables are 
presented in the Statements of Net Position net of estimated uncollectible amounts. Special assessments 
receivable represents the current portion of outstanding Utility special assessments. Special assessments 
are billed on a yearly basis. Unbilled special assessments receivable represents the non-current portion 
of the Utility special assessments; those that are collectible and will be billed in future years. Payment 
terms on special assessments can extend to 30 years and are approved by the Municipal assembly. 

(m) Prepaids 

Prepaids are recognized when incurred and the expense is recorded in the period that is benefited using 
the consumption method.  

(n) Compensated Absences 

The Utility records annual leave, which includes cashable sick leave, when earned. 

(o) Intragovernmental Charges 

Certain functions of the Municipality of a general and administrative nature are centralized and the 
related costs are allocated to the various funds of the Municipality, including the Utility.  Such costs 
allocated to the Utility totaled approximately $1.7 million and $2.0 million for the years ended 
December 31, 2020 and 2019, respectively. 

(p) Municipal Utility Service Assessment 

The Municipality requires the Utility to pay a municipal utility service assessment (MUSA) for 
governmental services provided by the Municipality, other than those services received on a contract or 
interfund basis between the Utility and the Municipality. MUSA is reflected in the transfers on the 
Statements of Revenues, Expenses and Changes in Fund Net Position.  

(q) Net Pension Liability 

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows 
of resources related to pensions and pension expense, information about the fiduciary net position of 
the Public Employees’ Retirement System (PERS) and additions to/from PERS’s fiduciary net position 
have been determined on the same basis as they are reported by PERS. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. Investments are reported at fair value. Details regarding the net 
pension liability are discussed in Note 7.  

(r) Net Other Postemployment Benefits (OPEB) Asset and Liability 

For purposes of measuring the net OPEB asset, net OPEB liability, deferred outflows of resources and 
deferred inflows of resources related to OPEB and OPEB expense, information about the fiduciary net 
position of the Public Employees’ Retirement System (PERS) and additions to/from PERS’s fiduciary 
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