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February 15, 2024

Honorable Mayor Weldon
and Assembly Members
City and Borough of Juneau
155 Heritage Way

Juneau, Alaska 99801

Dear Mayor and Assembly:

City Manager, Katie Koester, in a memorandum to the finance
committee dated February 2, 2024, stated that the CBJ currently has
$31 million in excess of the Restricted Budget Reserve set by CBJ
policy. The most recently available audited financial report indicates
that Restricted Reserve is approximately $20 million, resulting in total
reserves over $50 million. Current community dialog surrounds the
question of how to spend these reserves. The Greater Juneau Chamber
of Commerce believes that not enough attention has been afforded,
however, to how these reserves have developed and whether some of
this money should be returned to taxpayers.

The two most material factors that led to the large existing fund
balance are sales tax revenue far in excess of budgets since fiscal year
2016, and excessive positive variances in budgeted expenses recent
fiscal years.

First, budgeted and actual sales tax revenue each year since 2010 are
reflected below. Starting in 2016 actual sales tax revenues exceeded
budget by significant amounts. This was due to both the growth in
cruise tourism, and arguably overly conservative budget estimates. For
the years highlighted, total revenues exceeded budgets by nearly $20
million. Note that 2022 is latest available from the CBJ audited
financial statements since the FY 2023 financials have not yet been
issued.
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Sales Tax Revenue

Fiscal Year Budget Actual Variance
2013 S 43,155,000 S 44,033,968 $ 878,968
2014 45,600,000 44,939,425 (660,575)
2015 44,609,000 44,788,842 179,842
2016 45,743,000 47,031,767 1,288,767
2017 43,350,000 46,612,595 3,262,595
2018 43,470,000 48,451,643 4,981,643
2019 46,550,000 49,738,330 3,188,330
2020 49,900,000 46,550,425 (3,349,575) *
2021 41,700,000 40,610,176 (1,089,824) *
2022 45,365,200 52,438,649 7,073,449

* Note> in the two pandemic years sales tax revenues dropped sharply, but this drop was
offset by federal CARES and ARPA funding that more than covered the drop, leaving CBJ’s
reserves intact.

Second, CBJ has been overly conservative in budgeting its annual expenditures and hasn’t
adequately taken annual positive budget variances into account in setting subsequent budgets.
Each year, the Manager makes an estimate of expenses for the current fiscal year, then uses
these estimates as the base for setting the expenditure budget for the following fiscal year.
In every year since 2013, actual expenditures have been far less than budget creating positive
variances that carry through to reserves. The right-hand column below is the amount
reflected in the annual financial statements for the anticipated use of fund balance in the
following year. These designations are set in the budget annually, but each year the usage is
unnecessary because actual expenses are less than budget. For example, in setting the budget
for fiscal year 2022 in 2021, the Assembly authorized using $9,886,800 in general fund and
sales tax fund balances for fiscal year 2022. But actual expenses in fiscal year 2022, were
$5,578,191 less than budget, so the fund balance set-aside for 2022 was not necessary.

General Fund and Sales Tax Fund Expenditures

Fund Balance Designated
for Following

Fiscal Year Budget Actual Variance Year's Budget
2013 S 87,514,887 S 82,422,502 $ 5,092,385 S 2,729,300
2014 90,404,300 85,978,653 4,425,647 2,475,000
2015 102,855,256 97,689,814 5,165,442 1,697,300
2016 95,437,078 89,886,186 5,550,892 1,756,400
2017 96,619,523 92,508,393 4,111,130 951,100
2018 96,381,235 93,910,604 2,470,631 2,959,800
2019 104,448,969 97,703,152 6,745,817 2,576,700
2020 113,226,144 105,624,698 7,601,446 880,600
2021 115,832,043 107,213,259 8,618,784 9,886,800
2022 116,105,499 110,527,308 5,578,191 5,147,900

There are many other factors to the annual CBJ budget, but sales tax excess and budget
savings are the most significant causes of the $50MM in reserves that have been created.
Annual estimates of expenditures in the following year are used to set property tax mill rates
— the final tool in setting total CBJ budgeted revenues each year. When expenses are set too
high, the need for property tax revenue is also set too high, and in turn, the mill rate is set too
high.

Further, property tax revenues have generally exceeded the pace of inflation. The following
data is total tax revenue in the General Fund (2013 and 2014 includes the Roaded Services
Area which was collapsed into the General Fund starting with 2015).
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Total Property Tax % Change from Alaska Urban

Fiscal Year Revenues Prior Fiscal Year Calendar CPI

2013 S 37,136,302
2014 37,606,557 1.3% 1.60%
2015 39,234,263 4.3% 0.50%
2016 40,645,869 3.6% 0.40%
2017 42,225,590 3.9% 0.50%
2018 43,973,582 4.1% 0.50%
2019 44,249,146 0.6% 0.10%
2020 45,854,522 3.6% 0.30%
2021 47,261,626 3.1% 7.20%
2022 49,788,903 5.3% 5.50%

Average 3.3% 1.8%

The growth in property taxes, especially when it exceeds inflation, is a significant factor in
the high cost of living in Juneau.

Over the last year, significant anger has been directed at the Assembly regarding the setting
of property tax revenue and the high cost of living in Juneau. The excess reserves collected
by the CBJ through higher than necessary taxes have reduced the Assembly and Manager’s
credibility in the Community. This erosion of trust is at least part of the reason for the recent
failed City Hall vote. It may be very difficult to pass future bond propositions in this
environment, even for needed infrastructure. There is also a threat of ballot propositions that
could be catastrophic to the CBJ’s ability to generate future property tax revenue.

The Greater Juneau Chamber of Commerce strongly recommends that the Assembly
significantly reduce property tax revenue in at least fiscal year 2025, and possibly beyond.
The reduction should not just be to the mill rate, but to total property tax revenue in order to
correct and return some of the over taxation that has occurred in recent years.

Further, the Greater Juneau Chamber of Commerce recommends that the CBJ consider
implementing policies that limit the growth of property tax revenue to some factor such as
inflation.

Thank you very much for your service to Juneau.
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