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DOCKS & HARBORS
FINANCE SUB-COMMITTEE
MEETING

Tuesday, December 71", 2021

Via Zoom Meeting

Call to Order: Mr. Wostmann called the meeting to order at 5:00 p.m. on December 7",
2021.

Roll Call: The Following members attended in person or via zoom - Lacey Derr, James
Becker, Matthew Leither, Mark Ridgway, Don Etheridge and Bob Wostmann

Absent: David Larkin

Also present: Carl Uchytil — Port Director, Matthew Creswell — Harbormaster, Scott Hinton —
Port Operations Supervisor, Jeff Rogers — CBJ Finance Director, and Teena Larson —
Administrative Officer

Approval of Agenda

MOTION By MR. ETHERIDGE: TO APPROVE THE AGENDA AS PRESENTED
AND ASK UNANIMOUS CONSENT.

Motion passed with no objection.
Public Participation on Non-Agenda Items

Mr. Kirby Day, Juneau, AK

Mr. Day thanked Docks & Harbors staff for keeping the Seawalk clear of snow.

Approval of Tuesday November 23rd, 2021 Finance Sub-Committee Meetings Minutes.
Mr. Wostmann asked for a small change on page three, paragraph three of the minutes.

The November 23", 2021 Finance Sub-Committee minutes were approved as amended.
Items for Information/Discussion

1. Harbors Enterprise Funding Options for UAS Property Purchase
Mr. Rogers provided options for the UAS purchase. He said the Assembly contributed
$2M and the rest is left to Docks & Harbors to fund. There is a provision to allow CBJ to
issue a central treasury loan to the Harbors fund for any amount reasonable for capital
acquisition and the term set in code is that it must be paid back in five years with a
nominal interest rate. Alternatively, we could try to figure out the $880,000 draw on
Harbors fund balance over time. There was talk to borrow this from a different project,
but he does not recommend that. The central loan is a better option. We could look at the
fund balance but today there is not $880,000 unencumbered in the fund balance.

Committee Discussion
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Mr. Becker asked what the annual payment would be for the five years with the modest
interest?

Mr. Rogers said the interest would not be significant so in the range of $180,000 a year
over five years, assuming it is not for less time.

Mr. Ridgway asked how long it would take to set up a central treasury loan?

Mr. Rogers said the treasury loans are required to be adopted by the Assembly in two
meetings, introduction and a public hearing. At this point, it would be introduced in the
January Assembly meeting and adopted by mid-February.

Ms. Derr asked if Docks & Harbors could supplement the amount from our fund balance
so the loan could be for much less.

Mr. Rogers said yes, that is a possibility but any amount loaned would be on the same
timeline.

Mr. Uchytil said we need to enter into a purchase and sales agreement with UAS. The
University is contractually obligated to lease us the property but not sell it. He is not
getting information on the process from UAS at this time. Harbors Fund Balance has
$1.5M but half is restricted for the bond covenant and we should have three to four
months of operational expenses in our fund balance at all times.

Mr. Wostmann asked if there was any reason we could not negotiate with UAS before
getting the final needed funds?

Mr. Rogers said this is a tough question. The charter requires there is a lawful
appropriation made, and the funds actually exist. Mr. Uchytil cannot sign a purchase and
sale agreement until there is appropriations and the funds are available. It will be a back
and forth but we could move forward with a purchase and sale agreement with a
contingency.

Mr. Ridgway asked if we can use the harbor funds and the rest head tax because part of
the boatyard does have some cruise ship activity?

Mr. Rogers said there has been talk about combining the funds but there has been legal
issues. If the Docks & Harbors Board approved to use both Harbors and Docks funds we
could move forward with approval from the Law Department and the Assembly.

Mr. Wostmann said he likes that approach. Would there be an option to borrow money
from the Docks funds?

Mr. Rogers said we could transfer funds by appropriation but the enterprises are different.
The code sees the Docks and Harbors funds are equivalently different. Both Docks &
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Harbors benefits from the boatyard. He said the central treasury loan would be the best
option.

Mr. Leither said the whole discussion is contingent with UAS selling the property to us.
What is the lease amount per month/year?

Mr. Uchytil said it is about $240,000 per year and we could lease for 33 years.

Mr. Leither said the lease sounds like the best deal for UAS. He wonders if we could put
pressure on them to sell by using another space for the boat yard or increase the Statter
Boatyard.

Mr. Uchytil said Docks & Harbors has conducted studies and estimates to use different
locations. We do not have $25M to relocate the boatyard. There is not a lot of level
ground in the Juneau area but at the ABLF and in between Harris and Aurora Harbor. He
is hoping we can appeal to UAS and they can realize the value to the community.

Mr. Ridgway said worst case scenario we would be forced to lease the land if purchasing
was not an option.

Mr. Uchytil said this is a very valuable piece of property and is best served with Docks &
Harbors owning it or managing it. It is used by commercial fishing boats as waterfront
land with cranes and additional moorage.

Mr. Ridgway said when we get the additional $880,000 with a central treasury loan, how
do we pay that back? How do we come up with the $180,000 per year?

Mr. Uchytil said Harbors enterprise has excess of about $300,000 annually. He is
confident we will have the means to repay that over a five year period.

Public Comment

Mr. Dennis Watson, Juneau, AK

Mr. Watson recommended to move forward with the purchase. He is a little concerned
with the recent damage to the dock in Statter Harbor and hopes more failures are not
coming.

Mr. Ridgway said he would like to suggest looking at the Docks & Harbors sharing a
portion of the cost. He asked Mr. Uchytil to negotiate in good faith with UAS but he
cannot sign an agreement. How far can the negotiations go without the central treasury
loan?

Mr. Uchytil said he is trying to get in contact with UAS but there has been no
communication. He has contacted UAS about moving forward with the purchase and they
tell him it is with the higher-ups. At one point they shared a willingness to sell the whole
5.5 acres for $10M but now there is no communication.
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Mr. Wostmann asked if anything was needed from the Board to move forward?
Mr. Uchytil said he does not need anything further from the Board.
Mr. Wostmann said he wants Mr. Uchytil to be able to tell UAS there is Board approval.

Mr. Uchytil said they know the Assembly just appropriated $2M and they know the Board
wants to purchase this property.

Mr. Ridgway asked if Mr. Uchytil has a draft of the purchase and sale agreement.
Mr. Uchytil said no.
Mr. Wostmann said we will take this to the Operations Committee tomorrow.

. Rational Basis for CPI Adjustment
Mr. Wostmann said in the packet on page ten is the draft Rate Setting Policy. This sets
the reasoning behind adding the CPI to all rates for goods and services in the community.

Committee Discussion
Mr. Etheridge commented this needs to move forward to the Operations Committee and
see if there is any comments and then move forward to the Board.

Mr. Ridgway asked why past Board’s did not vote to add a CPI over the years.

Mr. Etheridge said moorage rates were the only rates the Board had ever discussed putting
a CPI clause in. It was the only rate we saw falling behind and also made us the most
money. In the past, we did not have as many launch ramps and upkeep like we have now.
Now people want to use the launch ramps year round which costs a lot in snow removal.
People want new launch ramps, or repairs to existing ones. Grant money will not always
be available. We need CPI increases on a lot more rates going forward.

Mr. Becker said we should be consistent with all rates and CPI is necessary.

Mr. Ridgway said even though we wrote the regulations adding the CPI to moorage, many
years we decided not to apply it. The inconsistency is a problem and adding CPI to rates
going forward is important.

Mr. Etheridge said we decided not to add the CPI per regulation some years because our
fund balance was in good shape. That is not the case now. It is up to the Board to decide
if it is not necessary and then make a motion to stop the increase.

Mr. Becker said he thought we should be looking into rates at least every three to five
years.
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Mr. Wostmann thinks that is a good idea but we need to play catch-up on these rates that
have not been increased in many years. We should not have an increase of more than 5%
each year until the rate is up to the CPI suggested increase.

Mr. Ridgway asked where the 5% maximum increase came from.

Mr. Wostmann said it was his idea and he did not want to see 20% increases. We do not
want sticker shock. If there is more than 5% increases needed we should be doing them in
Increments.

Mr. Uchytil said he wanted clarification on what rates the Board wants to add the CPI to
and if the rate study has anything to do with it.

Mr. Wostmann said if the rate study looks at a particular rate, and it indicates we are
charging too much, we may decide to lower it or suspend the CPI for some years. He
wants rates increased by CPI at the start of FY23, before the rate study.

Mr. Leither said the way it stands now we would have the CPI increase one year before
the rate study is complete. He thinks adding a 5% increase and having a political fight for
such a small amount might not be worth it.

Mr. Wostmann said we are laying a basis for a process for future Boards.

Mr. Leither asked if what we are calling the “catch-up” is worth it for such a small
percentage. It might be more palatable to wait until we get the rate study and have an
actual basis for an increase.

Mr. Etheridge said we will gain something if we pass this. Instead of the increase only
being on the moorage it will also effect the other rates. The “catch-up” would not go into
effect until after the rate study anyways. This year would just be the 5% increase.

Mr. Leither said if we decide the liveaboard rate should increase by 20% from the 2008
last increase, should we not wait to see what the rate study shows.

Mr. Wostmann said he did not think rates being high would be an issue. The way the
economy is going, we need to see at least the 5% increase.

Mr. Ridgway said if we are going to forward something on to the Ops Committee he
would like it to be more set and actionable.

Mr. Wostmann said he is inclined to change the fee schedule so that the CPI is applied to
all the rates on the spreadsheet. It will be easier and helpful to explain to the Assembly.

Mr. Leither confirmed that the Board will always cap the CPI at 5% max each year no
matter what?
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Mr. Wostmann said he agreed with only increasing rates at 5%, but we can keep
increasing them even if the yearly CPI is less than 5%, as long as the rate needs to raise
significantly.

Mr. Uchytil said if we raise rates 5% across the board it is about a $150,000 increase from
last year.

Mr. Wostmann asked if that increase is sufficient for what we need to conduct business.

Mr. Uchytil said it depends on what the Board wants to do. Do you want to just break
even, or grow our fund balance to actually do capital improvement projects? A 5% is an
increase, but it is not going to move projects forward. If we change 25 rates, that will be
25 public hearings at Special Board and Assembly meetings and public notices. He also
said it might be worth just looking at the fees with the greatest income potential and return
on investment. Moorage is two thirds of our entire yearly income and a CPI is already
adjusting those rates starting July 1%, 2022.

Mr. Wostmann said we do not have a consensus on what to propose to the Ops Committee
and we should revisit this at the next Finance Committee meeting.

Public Comments

Mr. Kirby Day, Juneau, AK

Mr. Day said trying to make up for the CPI which was not applied over the last ten years
is not the most favorable way for him as a customer. He does not feel it is fair to go back
if the Board did not see a reason to add the CPI in the past. He said his company has a lot
of leases that do include a CPI increase. Some are capped at 4% so that is in line with the
Board discussing a 5% max increase. The discussion was confusing but he thinks where
the Board landed was best going forward. He wants to see what the rate study says and he
thinks that will make up for the lost years of CPI increase.

Mr. Dennis Watson, Juneau, AK

Mr. Watson said he went back to when CPI was first started with the state. There was

only one time, besides this year, where the CPI exceeded 5%. Back in 1989 it was like
10%, beyond those ridiculous CPI numbers back then we have never had anything like
that since.

CY22 — Docks Enterprise Personnel Requirements

Mr. Hinton shared a PowerPoint presentation on Port personnel needs for the 2022 cruise
ship season. Our Port is the busiest port on the West Coast. He spoke about the Maritime
Transportation Security Act (MTSA) and how the U.S. Coast Guard (USCG) requires
multiple security requirements. MTSA spells out our passenger screening requirements.
The Facility Security Officer can be criminally liable for violations of our Port Security
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Plan. Our Port is the tourism transportation hub, most tours start at our properties. Docks
and Harbor employees are the first on scene in the event of an emergency. Another of the
Port employee’s duties is to keep our Port clean.

Current Staff:
e | Port Ops Supervisor 1.0 FTE (Scott Hinton)
e 6 Harbor Officers .5 FTE
e 5 Harbor Technicians .5 FTE
e 6 Part-time limited Harbor Technicians .33 FTE (unbenefited)
e | Port Administrator .21 FTE

We have new passenger screening requirements implemented in 2021. They require dual
identification checks for each passenger. It is exactly like an airport and TSA checks.
You need to show your shipcard (ticket) and a government issued identification. If a
passenger does not have both, they need to be escorted down to the ships security team to
be verified. This process can take anywhere from two seconds to two minutes depending
on the situation. A four thousand passenger ship will require five thousand identification
checks, some will be checked twice and then there is also crew.

Future Staff Needs:
e 1 Port Ops Supervisor 1.0 FTE (Scott Hinton)
e 2 Harbor Officers .67 FTE
e 4 Harbor Officers .5 FTE
e 5 Harbor Technicians .5 FTE
e 20 Part-time limited Harbor Technicians .33 FTE (unbenefited)
e | Port Administrator .21 FTE

The request is for two Harbor Officers going up to .67 FTE (eight months) to help in the
beginning of the season and end of the season. It will cost about $39,000 total for PPE,
uniforms and training for the additional new employees. Mr. Hinton shared a sample of
what a schedule looks like for a typical week. Between our current cost and future cost
there is an increase of $228,082. We will get an additional fourteen new staff members
for that increase.

Potential Funding Sources:
e Pass the dockage rate increase
e $300,000 request for Maine Passenger Fees to the City Manager
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e Impose a $1,000 security fee to each large cruise ship calling upon the AS and CT
Dock

e Lightering fee increase to $1,700

Committee Discussion
Ms. Derr asked when we are expecting the first ship in 2022.

Mr. Hinton said the first ship on a CBJ dock is on May 2™, 2022.

Ms. Derr asked Mr. Uchytil about increasing fees and how long it will take to implement.

Mr. Uchytil said the lightering fee will add about $55,000 of new revenue. If the 2022
season is as expected we will easily make the additional monies needed with moorage and
port maintenance fees.

Mr. Ridgway asked for an idea of what the last full cruise ship season looked like
compared to what we need now.

Mr. Hinton said we had nineteen on staff back in 2019. The security requirement back
then was only to show a shipcard (ticket). He compared it to like Costco, only a quick
flash of a card and they could go down to the cruise ship.

Mr. Ridgway asked if the 1.6 million passenger forecast for 2022 was going off ticket
sales.

Mr. Hinton said the forecast was using the capacity of the ships and their scheduled visits.
He believes we will see all of the ships on the schedule for 2022. He predicts a passenger
count of 1.3 million to 1.6 million for the upcoming season.

Mr. Uchytil said estimated passenger count is taking into consideration a lower berth
count due to Covid mitigations.

Mr. Ridgway said everything looks solid with this presentation and our upcoming needs.
He suggested these changes be forwarded on to the Operations Committee.

Mr. Wostmann asked Mr. Uchytil if he thought the $1,000 security fee was necessary to
cover this added expense.

Mr. Uchytil said the passenger counts pad the head tax collected but not our revenue. The
only way we see income is in dockage, number of lightering days, and to some extent the
loading zone revenue.

Mr. Leither asked where we were with the rate study process?
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Mr. Wostmann said the committee had some additional questions to ask the two finalist
and we have a meeting scheduled to hear oral responses. We are giving them fifteen
minutes to summarize their bid, fifteen minutes to discuss the questions we had, and thirty
minutes for questions and comments. The committee members will then fill out a new
score sheet and hopefully we will have a selection.

Public Comment

Mr. Kirby Day, Juneau, AK

Mr. Day said_he manages his own security at the Franklin Dock through a contractor. We
also saw the difference with the U.S. Coast Guard regulation changes. Instead of one
person at the security checkpoint, it sometimes took two or three staff. He asked that
going forward how we recoup these additional expenses are added to our study. The
USCG did make an exception for the Princess ships because of their medallion process.
This made it so we could go back to just having one staff member for security checks.

VII. Next Meeting — Wednesday, December 22nd, 2021

VIII. Adjournment — The meeting adjourned at 7:11 p.m.
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