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Management’s Discussion and Analysis 

 

As management of the City of Craig, we offer readers of the City of Craig’s financial 
statements this narrative overview and analysis of the financial activities of the City of Craig 
for the fiscal year ended June 30, 2013. 

 
Financial Highlights 

 

 The assets and deferred outflows of the City of Craig exceeded its liabilities at the close 
of the most recent fiscal year by $61,002,791. Of this amount, $12,305,633 (unrestricted) 
may be used to meet the government’s ongoing obligations to residents and creditors.   

 

 The government’s total net position increased by $2,794,989. Governmental type 
activities increased by $3,066,200 and business type activities decreased by $271,211. 

 

 As of the close of the current fiscal year, the City of Craig’s governmental funds reported 
combined ending fund balances of $12,613,003 an increase of $1,748,035 in 
comparison with the prior year. Approximately 16% of this amount ($2,037,231) is 
available for spending at the City’s discretion (unassigned fund balance). 

 

 At the end of the current fiscal year, unassigned  fund balance  for the general fund was 
$2,037,231, or approximately 60% of total general fund expenditures. 

 
Overview of the Financial Statements 

 
This discussion and analysis is intended to serve as an introduction to the City of Craig’s 
basic financial statements. The City of Craig’s basic financial statements comprise three 
components: 1) government-wide financial statements, 2) fund financial statements, and 3) 
notes to the financial statements.  
 

 Government-wide financial statements provide both short-term and long-term 
information about the City’s overall financial condition in a summary format. 

 

 Fund financial statements focus on individual parts of the City, reporting the City’s 
operations in more detail than the government-wide statements.   

 

 
Government-wide financial statements. The government-wide financial statements are 

designed to provide readers with a broad overview of the City of Craig’s finances in a 
manner similar to a private-sector business. 
 
The statement of net positions presents information on all of the City of Craig’s assets and 
liabilities, with the difference between the two reported as net position.   Over time, 
increases or decreases in net position may serve as a useful indicator of whether the 
financial position of the City of Craig is improving or deteriorating. 
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The statement of activities presents information showing how the government’s net position 
changed during the most recent fiscal year. All changes in net position are reported as soon 
as the underlying event giving rise to the change occurs, regardless of the timing of related 
cash flows. Thus, revenues and expenses are reported in this statement for some items that 
will only result in cash flows in future fiscal periods. 
 
Both of the government-wide financial statements distinguish functions of the City of Craig 
that are principally supported by taxes and intergovernmental revenues (governmental 
activities) from other functions that are intended to recover all or a significant portion of their 
costs through user fees and charges (business-type activities). The governmental activities 
of the City of Craig include general government, public safety, streets, public parks and 
facilities, planning and zoning, library, recreation and aquatic center, voluntary fire and 
emergency medical services.  The business-type activities of the City of Craig include 
utilities, leased lots and ice house at JT Brown Industrial Park, and harbors. 
 
The government-wide financial statements include not only the City of Craig itself (known as 
the primary government), but also a legally separate school district for which the City of 
Craig is financially accountable. Financial information for this component unit is reported 
separately from the financial information presented for the primary government itself. 
 
The government-wide financial statements can be found on pages 18 through 20 of this 
report. 
 
Fund financial statements. A fund is a grouping of related accounts that is used to 
maintain control over resources that have been segregated for specific activities or 
objectives. The City of Craig, like other state and local governments, uses fund accounting 
to ensure and demonstrate compliance with finance-related legal requirements. All of the 
funds of the City of Craig can be divided into three categories: governmental funds, 

proprietary funds, and special revenue funds. 

 

Governmental funds. Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements. 
However, unlike the government-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources; as well as on 
balances of spendable resources available at the end of the fiscal year. Such information 
may be useful in evaluating a government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements. By doing so, readers may better understand the long-term impact of 
the government’s near-term financing decisions. Both the governmental fund balance sheet 
and the governmental fund statement of revenues, expenditures, and changes in fund 
balances provide a reconciliation to facilitate this comparison between governmental funds 

and governmental activities. 
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The City of Craig maintains fifteen individual governmental funds. Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement 
of revenues, expenditures, and changes in fund balances for the general fund and the 
endowment fund, both of which are considered to be major funds.  Data from other non-
major governmental funds are combined into a single, aggregated presentation.  Individual 
fund data for each of these non-major governmental funds is provided in the form of 
combining statements immediately following the notes to the basic financial statements. 
 
The City of Craig adopts an annual appropriated budget for its general fund. A budgetary 
comparison statement has been provided for the general fund to demonstrate compliance 
with this budget. 
 
The basic governmental fund financial statements can be found on pages 21 through 24 of 
this report. 
 

Proprietary funds. The City of Craig uses enterprise funds to report the same functions 

presented as business-type activities in the government-wide financial statements. The City 
of Craig uses enterprise funds to account for its sewer, water, garbage, leased lots at JT 
Brown Industrial Park, icehouse, and docks and harbors. 
 
Proprietary funds provide the same type of information as the government-wide financial 
statements only in more detail. The proprietary fund departments are combined into a 
single, aggregated presentation.  Individual fund data for each of these enterprise funds is 
provided in the form of combining statements elsewhere in this report. 
 
The basic proprietary fund financial statements can be found on pages 24 through 29 of this 
report. 
 
Notes to the financial statements. The notes provide additional information that is 
essential to a full understanding of the data provided in the government-wide and fund 
financial statements. The notes to the financial statements can be found on pages 30 
through 48 of this report. 
 
Other information. The combining statements referred to earlier in connection with non-

major governmental funds and enterprise funds are presented immediately following the 
notes to the financial statements. Combining statements and schedules can be found on 
page 50 through 63 of this report. 
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Government-wide Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of a government’s 
financial position. In the case of the City of Craig, assets and deferred outflows exceeded 
liabilities by $61,002,791 at the close of the most recent fiscal year. 
 
The following table provides a summary of the City’s net assets: 
 

 
City of Craig Net Position 

June 30, 2013 

 

 

By far the largest portion of the City of Craig’s net position (70 percent) reflects its 
investment in capital assets (e.g., land, buildings, machinery, and equipment) less any 
related debt used to acquire those assets that is still outstanding.  The City of Craig uses 
these capital assets to provide services to citizens; consequently, these assets are not 
available for future spending. Although the City of Craig’s investment in its capital assets is 
reported net of related debt, it should be noted that the resources needed to repay this debt 
must be provided from other sources, since the capital assets themselves cannot be used to 
liquidate these liabilities.  
 
An additional portion of the City of Craig’s net position (27 percent) represents the City’s 
endowment funds, which have been committed for certain uses by City Council ordinance. 
The remaining balance of unrestricted net assets ($1,785,869) may be used to meet the 
government’s ongoing obligations to residents and creditors. 
 
At the end of the current fiscal year, the City of Craig is able to report positive balances in 
the all three categories of net position for the governmental activities. While business-type 
activities are designed to generate revenue to offset most or all of the direct operating costs, 
some departments may not fully recover the costs of operations.  The general fund will 
cover budget shortfalls for departments when necessary.  The combining statement for the 
departments within the enterprise fund, which follow the notes to the financial statements, 
provide more detail for individual business-type activities. 
 
 
 

Governmental

Activities

Business-type

Activities Total

2013 2012 2013 2012 2013 2012

Current & other assets 15,835,619         13,305,749$          (77,277)               57,686$              15,758,342$        13,363,435$       

Capital assets 27,063,985         26,013,641 23,506,532         23,901,740         50,570,517          49,915,381         

Total assets 42,899,604 39,319,390            23,429,255         23,959,426         66,328,859          63,278,816         

Long-term liabilities 230,000 497,857                 1,814,588           1,921,132           2,044,588            2,418,989           

Other liabilities 3,219,616 2,440,785              209,049              211,240              3,428,665            2,652,025           

Total liabilities 3,449,616 2,938,642              2,023,637           2,132,372           5,473,253 5,071,014           

Net assets

26,833,945 25,515,780            21,846,498         21,864,905         48,680,443 47,380,685         

Restricted 21,044 21,044                   0 -                      21,044 21,044                

Unrestricted 12,591,959 10,843,924            (286,326) (37,851)               12,305,633 10,806,073         

Total net position 39,446,948$       36,380,748$          21,560,172$       21,827,054$       61,007,120$        58,207,802$       

Invested in capital assets,

  net of related debt
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Governmental Activities.  
 
During fiscal year 2013, the City of Craig’s net position increased by $3,066,200 for 
governmental activities.  Highlights of governmental activities net position changes are as 
follows: 

 Revenues for the City’s governmental activities increased 10% from last year due to 
increased sales tax and the grants received in FY2013.  This year the city continued 
street improvements with state and federal grants in the amount of $1,743,600. The 
City also received grant funds for new LED street lights, and National Forest Receipts 
for road maintenance and police vehicles.  In addition, a parcel of land was sold to 
Tyler Rental, LLC. 

 

 The restricted Endowment fund recorded a $1,092,840 increase in revenue as the 
equity investments had a good recovery year in the stock market. 

 

 The general fund tax revenue increased $49,387 which was largely an increase in 
sales and liquor tax. 

 

 The governmental expenditures excluding the capital outlay increased by $289,654. 
The Emergency Medical Services purchased supplies and small equipment in the 
amount of $20,820 to upgrade the two ambulances the City maintains.  The City 
started the development of vacant lots for utility services which is included in the 
increase of the Public Works expenditures of $157,815.  The Police department 
updated the jail and purchased two used Forest service vehicles.   

 

 The expenditures includes a payment to the state retirement fund over and above the 
normal employer contributions.  Wages paid during FY12 were less than the 2008 
floor established by the state legislative and the City was required to pay an 
additional $59,874 in the state retirement system. 
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City of Craig  

Changes  in Net Position 

For the year ended June 30, 2013 
Governmental

Activities

Business-type

Activities Total

2013 2012 2013 2012 2013 2012

Program Revenues

Charges for services 778,348          710,638$        1,409,822$     1,483,541$       2,188,170$       2,194,179         

Property taxes 517,969          513,931 517,969            513,931            

Sales taxes 1,635,690       1,595,101 1,635,690         1,595,101         

Liquor Taxes 115,149          110,389 115,149            110,389            

State/Federal source 3,603,055       1,435,543 587,807 830,324 4,190,862         2,265,867         

Investment Income 1,092,840       330,221 9 1,092,840         330,230            

Other 79,493            22,837 11 79,504              22,837              

Total Revenue 7,822,544 4,718,660       1,997,640       2,313,874         9,820,184         7,032,534         

Expenses

Administration 821,515          786,491 821,515            786,491            

Council 65,639            73,247 65,639              73,247              

Fire 36,103            40,299 36,103              40,299              

Public parks 202,514          208,665 202,514            208,665            

Recreation 95,703            99,075 95,703              99,075              

Aquatic Center 573,150          597,295 573,150            597,295            

Library 136,627          122,902 136,627            122,902            

Public safety 956,866          901,127 956,866            901,127            

Public w orks 605,622          301,135 605,622            301,135            

Planning & zoning 86,957            90,399 86,957              90,399              

EMS 254,124          185,004 254,124            185,004            

Education Support 937,141          919,712 937,141            919,712            

Sew er 480,736          438,168            480,736            438,168            

Water 581,965          583,448            581,965            583,448            

Garbage 332,440          353,754            332,440            353,754            

JT Brow n Industrial Park/Icehouse 428,512          422,806            428,512            422,806            

Harbor 380,809          390,854            380,809            390,854            

Cannery 48,772            90,445              48,772              90,445              

Total Expenses 4,771,961 4,325,351       2,253,234       2,279,475         7,025,195         6,604,826         

3,050,583 393,309          (255,594)         34,399              2,794,989         427,708            

Transfers 15,617 (1,208,210)      (15,617)           1,208,210         -                    -                    

Increase (decrease) in net position 3,066,200 (814,901)         (271,211)         1,242,609         2,794,989         427,708            

Increase in net position before  

transfers
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Expenses and Program Revenues – Governmental Activities
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Business-type activities 
 
Business-type activities decreased the City of Craig net position by $271,211.  Key elements 
of this increase are as follows. 

 Charges for services for business-type activities decreased by 5 percent.  Last year 
the water and wastewater departments had one-time revenue from the local tribe for 
prior year expenses to replace water and wastewater lines along the Pt. St. Nick 
roadway. The utility charges received were comparable to last year.  The harbor 
revenue had normal fluctuations due to the fish runs. 

 Expenses for business-type activities remained consistent with prior year. 

 Depreciation is a non-cash expense that is recorded to reflect the approximate 
devaluation of property and equipment over time.  The concept is designed to match 
the cost of assets more accurately with the revenues that are generated by the 
assets.   Most of the City’s main capital improvement projects have been and will 
continue to be funded through grant projects.  Readers can expect that the business-
type activities do not generate enough revenue to offset the non-cash expense of 
depreciation.   

 In order to replace capital assets in the future, the City Council and management 
intend to seek external funding for large capital projects.  In a small Alaskan town 
such as Craig, it is unlikely that the local population could bear the full burden of the 
expense of such projects. 

 
The following graph shows the comparison of the revenues to expenses of the business-
type activities. 
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Financial Analysis of the Government’s Funds 
 
As noted earlier, the City of Craig uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 
 
Governmental funds. The focus of the City of Craig’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources. Such 
information is useful in assessing the City of Craig’s financing requirements. In particular, 
unreserved fund balance may serve as a useful measure of a government’s net resources 
available for spending at the end of the fiscal year.  The primary sources of revenue for the 
governmental funds are: 
 
 Property Tax $ 517,969 
 Sales Tax 1,617,754 
 General services 289,795 
 
Property taxes and sales taxes support general fund operations.  Property and sales taxes 
are also available to support school funding.  Twenty percent of sales tax is used to operate 
the Craig Aquatic Center and Recreation Department.  In recent history, National Forest 
Receipts funding has provided full-funding for local school support. 
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Expenses — Business-type Activities  

 

Proprietary (Enterprise) Funds   
 
Enterprise funds for the City of Craig are the same as the business-type activities.  Detailed 
fund statements are provided following the notes to the financial statements. 
 
General Fund Budgetary Highlights 

 
The City of Craig’s budget was amended with a supplemental budget in June 2013. The 
governmental fund expenditures were increased $46,156 while the enterprise fund 
expenses were increased $167,420 due to personnel changes and higher maintenance 
costs. 
 
Capital Asset and Debt Administration 

 
City of Craig Net Capital Assets 

As o f  June 30, 2013 

 
2013 2012 2013 2012 2013 2012

Land 90,864$                 90,864$               3,938,727$           3,938,726$           4,029,591$           4,029,590$         

Buildings 28,750,811            28,750,811          7,064,733             7,039,833             35,815,544           35,790,644         

Equipment 1,635,256              1,453,291            885,224                831,529                2,520,480             2,284,820           

Harbors 3,417,113             3,417,382             3,417,113             3,417,382           

Water/Sewer Sys 17,685,839           17,635,882           17,685,839           17,635,882         

Sewer plant 4,187,737             4,187,737             4,187,737             4,187,737           

Construction in Progress 5,060,342              3,463,248            536,058                94,730                  5,596,400             3,557,978           

Total Assets 35,537,273            33,758,214          37,715,431           37,145,819           73,252,704           70,904,033         

Accumulated depreciation (8,473,324)            (7,744,573)           (14,058,675)          (13,244,078)          (22,531,999)          (20,988,651)        

Net Capital Assets 27,063,949$          26,013,641$        23,656,756$         23,901,741$         50,720,705$         49,915,382$       

 

 
Additional information on the City of Craig’s capital assets is found in Note 3.C of the notes 
to the financial statements starting on page 39 of this report. 
 
Long-term debt.  
 
Bonds.  At the end of the current fiscal year, the City of Craig had total bonded debt 
outstanding of $230,000 backed by the full faith and credit of the government.   
 
Notes Payable.  In 1999, the City borrowed funds from the State of Alaska to upgrade the 
wastewater plant.  The City owes $395,870 on two notes, which are due in 2019.  The City 
makes one annual payment to the State on those notes.  In May 2005, the state 
implemented an interest rate reduction approved by the legislature; these loans now carry 
an interest rate of 1.5%.  The city has $147,514 loan with Alaska Department of Water for 
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water line improvements which is due in 2031.  In 2009 the City borrowed funds to build a 
seafood processing plant with grant funds, a mortgage backed loan, and a short term note 
from First Bank.  The mortgage backed loan balance at June 30, 2013 is $1,271,204 and 
the short term note has been paid off.   
 
Additional information on the City of Craig’s long-term debt is found in note 3.E starting on 
page 42 of this report. 
 
Economic Factors and Next Year’s Budgets and Rates 
 

 Inflation was assumed to be less than 2% as the Anchorage CPI for 2010 was 1.8%. 

 The City of Craig’s main industry, fishing is estimated to increase as it is the year for 
pink salmon run.   

 The water and wastewater utility had major rate structure change and the City 
anticipates larger revenues and less consumption as the minimum usage of 8000 
gallon was dropped and consumers will be charges per 1000 gallon of usage. 

 The harbor will continue on an aggressive maintenance program to update the north 
and south cove harbors. 

 Workers compensation insurance rates will increase by 17% and health insurance 
premiums will increase at least 12%. 

  
 
These factors were taken into account when adopting the FY 2014 governmental budget.  
Amounts available for appropriation in the general and enterprise operating fund budgets 
are $4.26 million, 10% decrease over the final 2013 budget.   
 
Requests for Information 
 
This financial report is designed to provide a general overview of the City of Craig’s finances 
for all those with an interest in the government’s finances. Questions concerning any of the 
information provided in this report or requests for additional financial information should be 
addressed to the Finance Department, 500 Third Street, PO Box 725, Craig, Alaska 99921. 
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