REVISED
KODIAK CITY COUNCIL
WORK SESSION AGENDA

REVISED

Monday, September 11, 2017
Kodiak Public Library Multi-Purpose Room
6 p.m.

Work sessions are informal meetings of the City Council where Councilmembers review the
upcoming regular meeting agenda packet and seek or receive information from staff. Although
additional items not listed on the work session agenda are sometimes discussed when introduced
by the Mayor, Council, or staff, no formal action is taken at work sessions and items that require
formal Council action are placed on a regular Council meeting agenda. Public comments at work
sessions are NOT considered part of the official record. Public comments intended for the “official
record” should be made at a reqular City Council meeting.

Discussion Items

1. Public Comments (limited to 3 minutes)

2. Budget Discussion
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Review Prioritized Capital Projects LISt ...........ccocviiiiiniiieii e 1
Discuss Ordinance to Increase Sales Tax Cap t0 $3,000 ..........cccccceevveieereiiennnn, 57
Discuss Ordinance to Eliminate Sales Tax Cap in FY2020..........ccoccoovvviienennne. 61
Discuss Ordinance to Maintain $750 Cap for

Residential and Commercial Rentals............cccooviiiieniiic s 65
Discuss Ordinance to Eliminate the 2% Sales Tax Filing Discount .................... 71

Discuss Ordinance to Restructure Senior Sales Tax Exemption to
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(This page left intentionally blank.)



MEMORANDUM TO COUNCIL

To: Mayor Branson and City Councilmembers
From: Mike Tvenge, City Manager
Thru: Kelly Mayes, Finance Director
Date: August 8, 2017
Agenda Item: August 8, 2017 Budget Discussion
SUMMARY:

For the past 14 months, we have been discussing the City’s pending financial outlook. At the
July council work session, Council member Rich Walker suggested a five-year projected
outlook. Attached is a five year outlook with a five year project plan for sales tax revenues
including known capital expenditures for the upcoming five years. Noted below are assumptions

that have been

Revenues
1. All oth

included in these calculations:

er revenues encompass all general fund revenues EXCEPT sales tax. These

revenue sources include property tax, licenses & permits, intergovernmental revenue
sharing, Charges for Services, and interfund charges. These DO NOT include any
revenues from enterprise funds (i.e. Harbor, Water, Sewer, Shipyard, etc.) or special
revenue funds (i.e. Tourism fund, Enhancement fund).

. Sales Tax Revenue — FY 2018 sales tax revenue is shown as the amounts that were

budgeted for FY 2018.

a. Year 1 — this includes an increase (from previous work sessions) that show the
$3,000 cap (including rentals at $3,000) for an increase of $5,903,330. When the
increase is added to the FY 2018 budget of $11,750,000, this totals $17,653,330.

b. Year 2 - this includes an increase (from previous work sessions) that show the
eliminating the cap (including rentals) for an increase of $6,586,974. When the
increase is added to the FY 2018 budget of $11,750,000, this totals $18,336,974.

EXxpenses
1. Salaries and Benefits: Salaries and benefits per the adopted budget have been broken out

separately for calculation purposes. The FY 2018 budget is shown in the first column.
The second FY 2018 budget column includes the COLA increase and known changes in
personnel (i.e. vacant positions that were budgeted that have been filled at different
hourly rates than the budget amounts) and special merit increases that have been
awarded. Each year thereafter (Year 1, Year 2, Year 3, Year 4, and Year 5) show a 2.5%
increase for salaries and wages and a 3.5% increase for health insurance. Each year
compounds on the prior year, as appropriate.

August 8, 2017
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Expenses continued

2.

4.

Operating expenses less Salaries & Benefits and Capital costs: These expenses were
projected with a 3.5% increase. Each year compounds on the prior year.

Capital Transfers Required by Code: Currently, the transfers required by code include
the following: $50,000 Parks & Recreation Improvement fund; $450,000 Streets
Improvement Fund; and $500,000 Harbor Improvement Fund

Vehicle Replacement Fund: As vehicles are replaced, the vehicle replacement costs in
the general fund are increased. Therefore, due to the vehicles scheduled for replacement,
it was projected to result in a $75,000 increase each year. Each year compounds on the
prior year, as appropriate.

Capital Requests — 5 Year Plan: These are broken down into basic categories: (1)

Facilities / Infrastructure; (2) Heavy Equipment (3) Vehicles (4) Misc Equipment (5) IT
It is important to note that these are ONLY for the GENERAL FUND departments
and do not include Cargo, Harbor, Shipyard, Electric Utility, Water, Sewer, Trident
Basin, E911, Tourism, or Enhancement funds.
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Work Session 2



Net Increase / (Decrease) to Fund Balance — General Fund

This is the annual projected increase or decrease to the fund balance of the General Fund. All
decreases are shown in parentheses. All increases are shown without parentheses. It is
important to note that each year will show ONLY the ANNUAL (one year) increase or decrease
to fund balance. Therefore, based on these projections, fund balance over the next six years
would accumulate as follows:

FY 2016 Audited Financial Statements - Unassigned Fund Balance $ 8,670,767
FY 2017 Projected Decrease $ (750,000)
FY 2017 Projected Unassigned Fund Balance - End of Year $ 7,920,767
FY 2017 Projected Unassigned Fund Balance - End of Year $ 7,920,767
FY 2018 Budget with COLA and other salaries / wages adjustments $ (2,789,483)
FY 2018 Projected Unassgined Fund Balance - End of Year $ 5,131,284
FY 2018 Projected Unassgined Fund Balance - End of Year $ 5,131,284
Year 1 Budget with COLA and other salaries / wages adjustments $ (2,653,589)
Year 1 Projected Unassgined Fund Balance - End of Year $ 2,477,695
Year 1 Projected Unassgined Fund Balance - End of Year $ 2,477,695
Year 2 Budget with COLA and other salaries / wages adjustments $ 828,028
Year 2 Projected Unassgined Fund Balance - End of Year $ 3,305,723
Year 2 Projected Unassgined Fund Balance - End of Year $ 3,305,723
Year 3 Budget with COLA and other salaries / wages adjustments $ (5,770,760)
Year 3 Projected Unassgined Fund Balance - End of Year $ (2,465,037)
Year 3 Projected Unassgined Fund Balance - End of Year $ (2,465,037)
Year 4 Budget with COLA and other salaries / wages adjustments $ (1,743,225)
Year 4 Projected Unassgined Fund Balance - End of Year $ (4,208,262)
Year 4 Projected Unassgined Fund Balance - End of Year $ (4,208,262)
Year 5 Budget with COLA and other salaries / wages adjustments $ (6,056,084)
Year 5 Projected Unassgined Fund Balance - End of Year $  (10,264,346)

August 8, 2017
Work Session 3



Revenues — Rentals at $750 Cap

1. All other revenues encompass all general fund revenues EXCEPT sales tax. These
revenue sources include property tax, licenses & permits, intergovernmental revenue
sharing, Charges for Services, and interfund charges. These DO NOT include any
revenues from enterprise funds (i.e. Harbor, Water, Sewer, Shipyard, etc.) or special
revenue funds (i.e. Tourism fund, Enhancement fund).

2. Sales Tax Revenue — FY 2018 sales tax revenue is shown as the amounts that were
budgeted for FY 2018.

a. Year 1 — this includes an increase (from previous work sessions) that show the
$3,000 cap (including rentals at $750) for an increase of $5,653,094. When the
increase is added to the FY 2018 budget of $11,750,000, this totals $17,403,094.

b. Year 2 - this includes an increase (from previous work sessions) that show the
eliminating the cap (including rentals at $750) for an increase of $6,228,048.
When the increase is added to the FY 2018 budget of $11,750,000, this totals
$17,978,048.

EXxpenses

All information noted above for Expenses remains the same.

Net Increase / (Decrease) to Fund Balance — General Fund

This is the annual projected increase or decrease to the fund balance of the General Fund. All
decreases are shown in parentheses. All increases are shown without parentheses. It is
important to note that each year will show ONLY the ANNUAL (one year) increase or decrease
to fund balance. Therefore, based on these projections, fund balance over the next six years
would accumulate as follows (shown on following page):
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Net Increase / (Decrease) to Fund Balance — General Fund — continued

FY 2016 Audited Financial Statements - Unassigned Fund Balance
FY 2017 Projected Decrease
FY 2017 Projected Unassigned Fund Balance - End of Year

FY 2017 Projected Unassigned Fund Balance - End of Year
FY 2018 Budget with COLA and other salaries / wages adjustments
FY 2018 Projected Unassgined Fund Balance - End of Year

FY 2018 Projected Unassgined Fund Balance - End of Year
Year 1 Budget with COLA and other salaries / wages adjustments
Year 1 Projected Unassgined Fund Balance - End of Year

Year 1 Projected Unassgined Fund Balance - End of Year
Year 2 Budget with COLA and other salaries / wages adjustments
Year 2 Projected Unassgined Fund Balance - End of Year

Year 2 Projected Unassgined Fund Balance - End of Year
Year 3 Budget with COLA and other salaries / wages adjustments
Year 3 Projected Unassgined Fund Balance - End of Year

Year 3 Projected Unassgined Fund Balance - End of Year
Year 4 Budget with COLA and other salaries / wages adjustments
Year 4 Projected Unassgined Fund Balance - End of Year

Year 4 Projected Unassgined Fund Balance - End of Year
Year 5 Budget with COLA and other salaries / wages adjustments
Year 5 Projected Unassgined Fund Balance - End of Year

8,670,767
(750,000)

A|H &

7,920,767

7,920,767
(2,789,483)

A|H &

5,131,284

5,131,284
(2,903,825)

A|H o

2,227,459

2,227,459
469,102

A|H &

2,696,561

2,696,561
(6,129,686)

*A|H o

(3,433,125)

(3,433,125)
(2,102,151)

*H|H &

(5,535,276)

(5,535,276)
(6,415,010)

*H|H o

(11,950,286)
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CITY OF KODIAK
ORDINANCE NUMBER

AN ORDINANCE OF THE COUNCIL OF THE CITY OF KODIAK AMENDING
KODIAK CITY CODE 3.08.120, “MAXIMUM TAXABLE SALE,” TO INCREASE THE
MAXIMUM AMOUNT OF A SALE SERVICE OR RENTAL THAT IS SUBJECT TO
CITY SALES TAX TO $3,000 FOR THE 2019 FISCAL YEAR

WHEREAS, it in the City of Kodiak’s best interest to exempt sales that exceed $3,000
from sales tax during the 2018 fiscal year due, in part, to the fiscal challenges facing the City’s

taxpayers,

NOW, THEREFORE, BE IT ORDAINED by the Council of the City of Kodiak, Alaska, as

follows:

Section 1:

Kodiak City Code 3.08.120, entitled “Maximum taxable sale,” is hereby amended
to read as follows:

(@)

(b)

(©)

(d)

Except as otherwise provided in this section, if H#-the sales price of an item
or items or the charge for rental of any property or performance of any service
exceeds $3,000 $756-00 for a single transaction, that portion of the price or
charge in excess of $3,000 $750-060 shall be exempt from the tax levied by this
chapter.

In determining the maximum tax payable with regard to a single transaction
for the rendering of services on a substantially regular basis, which services
are generally repetitive in nature and are to be performed over a period of time
under a contract, each period for payment or partial payment under the con-
tract shall be deemed a separate service transaction. The maximum tax paya-
ble shall be applicable to each deemed service transaction with tax payments
to accrue and become payable at the time of filing the next quarterly return to
be submitted following receipt of payment for the service.

For purposes of computing the maximum tax, a rental of property for a period
in excess of one month shall be deemed as a series of rentals with each rental
transaction terminating as a rental payment is made. The maximum sales tax
payable shall be applicable to each deemed rental with tax payments to accrue
and become payable at the time of filing the next quarterly return to be sub-
mitted following receipt of the rental.

For purposes of computing the maximum tax, a transaction which takes the
form of a lease shall be deemed a rental or series of rentals unless a party to
the transaction demonstrates that it constitutes a capital lease as defined in this
chapter. A capital lease shall be treated as an installment purchase. The fi-
nance director shall have the final authority to determine whether or not a par-

o7



Section 2:

Section 3:

ATTEST:

ticular transaction constitutes a capital lease and may require the parties to
such a transaction to submit such information or documentation as the finance
director feels is reasonably necessary to make this determination. In making
such a determination the finance director may rely upon the 1991 Comprehen-
sive Governmental GAAP Guide by Larry P. Bailey (Miller Accounting Pub-
lications, Inc., a subsidiary of Harcourt Brace Jovanovich Publishers).

This ordinance shall be effective on July 1, 2018 and no earlier than one month
after its final passage and publication in accordance with Kodiak Charter Section
2-13.

This ordinance shall be in effect through June 30, 2019 unless the City Council
acts by ordinance to extend the effective period of this ordinance.

CITY OF KODIAK

MAYOR

First Reading:
Second Readin
Effective Date:

CITY CLERK

g.
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CITY OF KODIAK
ORDINANCE NUMBER

AN ORDINANCE OF THE COUNCIL OF THE CITY OF KODIAK AMENDING
KODIAK CITY CODE 3.08.120(A), “MAXIMUM TAXABLE SALE” TO REMOVE THE
GENERAL EXEMPTION FROM SALES TAX FOR THE SALE OF GOODS OR SER-
VICES EFFECTIVE JULY 1, 2019

WHEREAS, it is in the City of Kodiak’s best interest to remove the exemption for sales of goods
and services from City of Kodiak sales tax; and

WHEREAS, the fiscal challenges facing Kodiak taxpayers supports delaying the removal of the
exemption until July 1, 2019, which also provides business owners and taxpayers time to prepare
for the change and to maximize the exemption leading up to its removal,

BE IT ORDAINED by the Council of the City of Kodiak, Alaska, that:

Section 1: Subsection (a) of Kodiak City Code 3.08.120, entitled “Maximum taxable sale,”
is hereby amended to read as follows:

haroe-in-excessof-$750- all be-exemn om = v v
If the charge for rental of any residential or commercial real property
for a period in excess of one month exceeds $750.00 for a single transaction, that
portion of the charge in excess of $750.00 shall be exempt from the tax levied by

this chapter.

Section 2: This ordinance shall be effective on July 1, 2019 and no earlier than one month
after its final passage and publication in accordance with Kodiak Charter Section
2-13.

CITY OF KODIAK

MAYOR
ATTEST:

CITY CLERK

First Reading:
Second Reading:
Effective Date:

[Bold and underlined added. Beletedanguage-stricken-through:]
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CITY OF KODIAK
ORDINANCE NUMBER

AN ORDINANCE OF THE COUNCIL OF THE CITY OF KODIAK AMENDING
KODIAK CITY CODE 3.08.040, “GENERAL EXEMPTIONS” AND KODIAK CITY
CODE 3.08.120, “MAXIMUM TAXABLE SALE,” TO EXEMPT REAL PROPERTY
RENTALS EXCEEDING ONE MONTH AND $750.00 FROM CITY OF KODIAK
SALES TAX

WHEREAS, it is in the City of Kodiak’s best interest to exempt rentals of real property that are
for longer than one month and more than $750 from sales tax; and

WHEREAS, this exemption also serves as a “tax cap” and thus it is best codified in both the
“general exemptions” and “maximum taxable sale” sections of the Kodiak City Code to provide
Kodiak’s taxpayers with clarity when applying the Kodiak City Code,

BE IT ORDAINED by the Council of the City of Kodiak, Alaska, that:
Section 1: Kodiak City Code 3.08.040 entitled “General Exemptions” is amended as follows:

The following classes of sales, rentals, and services are exempt from the tax imposed by
this chapter:

(a) Casual and isolated sales and rentals of personal property, and services not
rendered in the regular course of business of the seller;

(b) Medical services performed by licensed medical doctors, dentists, osteopaths,
optometrists, psychiatrists, psychologists, and chiropractors; sales of medicinal
preparations and drugs prescribed by medical doctors; and hospital services;

(c) Sales, rentals, and services to religious and charitable organizations as defined
in Sections 501(c)(1), (3), and (4) of the Internal Revenue Code, for the conduct
of regular religious or charitable functions and activities, and not for the support
or maintenance of the general membership or for communal living;

(d) Sales of food in school cafeterias and lunchrooms that are operated primarily
for students;

(e) Sales and services by nonprofit schools and student organizations within
schools for support of the school, organization, or extracurricular activities or
events;

(f) Sales, rentals, and services to the United States, the state of Alaska, and any
agencies or political subdivisions thereof;

[Bold and underlined added. Deleted-tanguage-stricken-through:|
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(g) Dues or fees to clubs, labor unions, and fraternal organizations;

(h) Subscriptions to newspapers and periodicals;

(i) Sales of insurance and bonds of guaranty and fidelity;

(j) Funeral charges;

(k) Transportation charges of commercial airlines, air charters, and passenger ship
companies; provided, however, that this exemption shall not extend to boat char-
ter operations not affecting interstate commerce;

(I) Services rendered by banking or savings and loan institutions or credit unions;

(m) Services rendered by an employee to an employer in the normal course of
employment;

(n) Sales, rentals, and services which the city is prohibited from taxing by the
Constitution or laws of the United States or the state of Alaska;

(o) Retail sales in dining rooms or cafeterias of food furnished by nonprofit or-
ganizations under programs wholly or partially supported by government funds;

(p) Nursery and babysitting services;
() Long-distance transmission of telephone and telegraph messages;

(r) Sales of heating fuel exclusively for residential uses (not to include fuel used
in or on watercraft);

(s) Sales of electrical service to exclusively residential units;

(t) Sales of propane gas exclusively for residential uses (e.g., cooking, water heat-
ing, heating, clothes drying);

(u) Sale of fuel used in stationary power plants that generate electrical energy ex-
clusively for private residential consumption;

(v) Sales, rentals, and services to nonprofit associations or organizations operated
primarily for the purpose of planning, promoting, and conducting organized group
activities for participants who are 18 years of age or less;

(w) Charges for garbage/refuse collection for garbage/refuse generated exclusive-
ly by residential use;

(x) Sales of water and sewer utility services for residential use; and

[Bold and underlined added. Deleted-tanguage-stricken-through:|
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Section 1:

Section 2:

ATTEST:

(y) Sales by religious or charitable organizations, as defined in Sections 501(c)(1),
(3), and (4) of the Internal Revenue Code, of pull tabs, raffle and lottery tickets,
bingo cards, and other tokens of participation in games of chance and contests of
skills,

(2) Charges for rental of any residential or commercial real property for a
period in excess of one month that exceeds $750.00 for a single transaction.

Subsection (a) of Kodiak City Code 3.08.120, entitled “Maximum taxable sale,”
is hereby amended to read as follows:

(a) If the sales price of an item or items or the charge for rental of any property or
performance of any service exceeds $750.00 for a single transaction, that portion
of the price or charge in excess of $750.00 shall be exempt from the tax levied by
this chapter. If the the charge for rental of any residential or commercial real
property for a period in_excess of one month exceeds $750.00 for a single
transaction, that portion of the charge in excess of $750.00 shall be exempt
from the tax levied by this chapter.

This ordinance shall be effective on July 1, 2018 and no earlier than one month
after its final passage and publication in accordance with Kodiak Charter Section
2-13.

CITY OF KODIAK

MAYOR

First Reading:

CITY CLERK

Second Reading:
Effective Date:

[Bold and underlined added. Deleted-tanguage-stricken-through:|
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CITY OF KODIAK
ORDINANCE NUMBER

AN ORDINANCE OF THE COUNCIL OF THE CITY OF KODIAK REPEALING
KODIAK CITY CODE 3.08.160, “ADMINISTRATIVE COSTS AND REIMBURSE-
MENTS,” TO ELIMINATE THE 2% DEDUCTION FOR TIMELY FILING OF SALES
TAX RETURNS AND REMITTANCE OF COLLECTED SALES TAX

BE IT ORDAINED by the Council of the City of Kodiak, Alaska, that:

Section 1: Kodiak City Code 3.08.160, entitled “Administrative costs and reimbursements,”
is hereby repealed.

Section 2: This ordinance shall be effective on July 1, 2018, and no earlier than one month
after its final passage and publication in accordance with Kodiak Charter Section
2-13.

CITY OF KODIAK

MAYOR
ATTEST:

CITY CLERK

First Reading:
Second Reading:
Effective Date:

[Bold and underlined added. Deleted-tanguage-stricken-through:|
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CITY OF KODIAK
ORDINANCE NUMBER

AN ORDINANCE OF THE COUNCIL OF THE CITY OF KODIAK REPEALING
KODIAK CITY CODE 3.08.055 “SENIOR CITIZEN PROGRAM” AND REENACTING
KODIAK CITY CODE 3.08.055 ENTITLED “SENIOR CITIZEN REBATE PROGRAM”
AND PROVIDING ELIGIBLE INDIVIDUALS 65 YEARS OF AGE AND OLDER WITH
AN ANNUAL $400 SALES TAX REBATE INSTEAD OF EXEMPTION FROM SALES
TAX AT THE TIME OF A SALE THROUGH DISPLAY OF CERTIFICATION OF
EXEMPTION

WHEREAS, the City of Kodiak greatly values its senior citizens and the significant con-
tributions these citizens have made and continue to make in the Kodiak Island community; and

WHEREAS, the sales tax exemption program was often underutilized by Kodiak’s sen-
ior citizens due to the certification process and the need to utilize the certification card at the

time of each sales transaction; and

WHEREAS, the rebate program creates a simple application period that is user-friendly
and easily accessible,

NOW, THEREFORE, BE IT ORDAINED by the Council of the City of Kodiak, Alaska,
as follows:

Section 1: Kodiak City Code section 3.08.055 is repealed and reenacted as follows:

3.08.55 Senior citizen rebate program

(a) Senior citizens meeting the criteria of this section shall be eligible for an annual
$400.00 sales tax rebate.

(b) In order to qualify for the rebate program adopted in this section, an individual must:
1.) Be 65 years of age or older;
2.) Be aresident in the Kodiak Island Borough for 180 consecutive days; and
3.) Have a mailing address located in the Kodiak Island Borough.

(c) In order to get a rebate under this section, an eligible individual must submit a com-
pleted application to the finance director on the form available in the city clerk’s of-

[Bold and underlined added. Deleted-tanguage-stricken-through:|
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fice or by mail upon request. The application must be signed by the applicant under
oath and shall contain information verifying the individual’s age, residence, and mail-
ing address. The finance director shall determine the types of documents that consti-
tute adequate verification under this section.

(d) An individual must submit a new application each year to qualify for the annual re-

(€)

(f)

Ordinance No.

Page 2 of 3

bate. Proof of identity and an individual’s mailing address will only be required the
first year an eligible individual participates in the rebate program. Applicants will be
required to verify under oath that he or she has resided in Kodiak Island Borough for
180 consecutive days each year he or she applies for a rebate under this section.

Rebate checks shall become null and void 12 months after the date of issuance. The
finance director will reissue a lost rebate check if the individual named on the check
or his or her legal guardian or power of attorney report the check lost to the City fi-
nance director within eleven months of its issuance and the finance department con-
firms that the check has not been withdrawn from the City’s bank account. The
finance director shall not reissue checks that were issued 12 months or more prior to
the date of the request for reissuance.

Rebate checks shall be issued based upon a schedule provided by the finance depart-
ment. Each eligible individual will receive their check based on the first letter of their
last name for the corresponding month as follows:

July: A B
August: C,D
September: E,F
October: G H,I
November: J,K/ L
December: M
January: N
February: O,P,QR
March: S

April: T

May: U Vv, w
June: XY, Z

[Bold and underlined added. Deleted-tanguage-stricken-through:|
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(9) The schedule for rebate disbursement in subsection (f) may be changed by the finance
director when he or she determines it is in the best interest of the City to do so. Fail-

ure

by the City to follow the schedule in subsection (f) shall not constitute a violation

of this section and does not constitute a cause of action against the City.

Section 2:

ATTEST:

This ordinance shall be effective on July 1, 2018 and no earlier than one month
after its final passage and publication in accordance with Kodiak Charter Section
2-13.

CITY OF KODIAK

MAYOR

First Reading:
Second Readin
Effective Date:

CITY CLERK

g
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