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ACTI ON NARRATI VE

8:03: 00 AM

COCHAIR GABRIELLE LEDOUX called the House Conmunity and
Regional Affairs Standing Conmttee neeting to order at 8:03

a.m Representatives Herron, Foster, Reinbold, Nageak, and
LeDoux were present at the call to order.
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HB 193- MUNI Cl PAL TAXATI ON_OF TOBACCO PRODUCTS

8:03: 56 AM

CO CHAI R LEDOUX announced that the first order of business would
be HOUSE BILL NO 193, "An Act relating to the joint
adm nistration  of tobacco taxes by the state and a
muni ci pality."

8:04:14 AM

DI RK CRAFT, Staff, Representative Lance Pruitt, Alaska State
Legi slature, began by informng the conmttee that HB 193 was
brought forward by Anchorage to help create a nore efficient
process to collect tobacco taxes. He clarified that HB 193
isn'"t an increase or decrease in the tobacco tax rather it's
creating a nore efficient process by partnering wth the
Department of Revenue (DOR) to help municipalities that collect
t obacco taxes. Section 1 amends AS 43.05.230 wunder the
adm nistration of revenue laws such that it allows the state to
share tax information it collects with municipalities for the
pur poses of tax collections. Section 2 amends AS 43.50. 150,
the admnistration of the C garette Tax Act, that allows
muni ci palities in the state to jointly collect both state and
muni ci pal tobacco taxes and also allows for the joint auditing
and distribution of stanps and collection of noney on those
st anps.

8:06: 21 AM

DAN  MOORE, Treasurer, Treasury Division, Muni ci pality of
Anchorage, agreed that Section 1 of HB 193 would allow
information sharing that would allow the state to coordi nate and
be nore efficient and effective with taxes that are common to
both state and local jurisdictions, which are the tobacco tax
and the rental vehicle tax. Al though there is information
sharing from di scovery or audits in relation to tax evaders, the
information remains confidential on the state and nmunici pal
si de. This sharing of information allows the full enforcenent
of the tax at the state and I|ocal |evel. The principle of
Section 1 is based on a simlar one that exists in the statute
of many states that allow the state to share information wth
the local jurisdiction. Section 2 is focused on the tobacco tax
and the use of the tobacco tax stanp. He noted that other
jurisdictions in t he nati on, particularly in | ar ger
jurisdictions with major popul ations, use what he referred to as
a "joint/conbo tobacco stamp.” The Municipality of Anchorage
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doesn't currently have a tobacco tax stanp, but nay want one in
the future. Di scussions with private industry have nade it
clear that it would be very problematic to have two separate
stanps, a city stanp and a state stanp, on a single pack of
ci garettes. Di scussions with a major stanp vendor reveal ed,
however, that it is possible to create a single joint stanp
representing that the tax has been paid to both the state and
the city. In this situation in which part of the goal is to
gain efficiency, besides just a single joint stanp, M. Moore
requested that the state DOR be the central adm nistrator of a

joint tobacco tax stanp program Therefore, the private
i ndustry would have a one-stop shop in ternms of acquiring the
stanps and remtting the funds. The state would then collect

funds on behalf of local jurisdictions and then pay the |oca
jurisdictions each nonth. Section 2 requests authority for DOR
to enter into individual agreenments with local jurisdictions so
that the terns can be laid out in advance, before a joint
tobacco tax stanp is even considered. A key provision within a
menor andum  of under st andi ng (MOU) woul d be t he cost
rei nbursenent from the local jurisdiction that would ask the
state to issue tobacco stanps and collect noney on their behalf.
He pointed out that the fiscal note is focused on Section 2 and
shows the cost inpact if there were no reinbursenent. However
page 2 of the fiscal note specifies that if there is a forna
agreenment in which jurisdictions agree to reinburse costs, there
would be no costs to Section 2. He related that the
Muni cipality of Anchorage is fully commtted to reinbursing any
incremental cost that is caused by the request to partner wth
the state on a joint tobacco tax stanp, and thus the |egislation
woul d be cost neutral to the state.

8:11:15 AM

REPRESENTATI VE HERRON i nquired as to how nuch additional revenue
Anchorage would realize if this MOU was entered into.

MR, MOORE pointed out that the MOU is particular to the tax
stanp program in that it's a mtter of nore efficiently
collecting the noney. Section 1, he stated, provides nore of an
opportunity for increased revenue because wth information
sharing the city or the state can talk about things they have
found in terns of tax evasion and that can be shared because the
tax is owed on both the state and city side. In terns of
gquantifying Section 1, M. More estimated that if there was 5
percent tax evasion with cigarettes in Anchorage and $22 mllion
a year is collected fromthe cigarette tax, 5 percent of that is
about $1 mllion per year of revenue that could be recovered or
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realized as a result of joint audit information sharing.
Furthernore, it sends a nessage that the state and cities are
nore coordi nated and effective in enforcing the tobacco tax |aw.
Al though it's nore difficult to estimate or quantify | eakage or
abuse, the sane can be said about car rental taxes. |In fact, in
recent years the state had a magjor finding in a rental vehicle
agency in Anchorage that amounted to $600,000 of wunpaid state

t ax. Unfortunately, since the information sharing statute
didn't exist, Anchorage couldn't recover what was found in the
state's audit. The [Municipality of Anchorage] perfornmed its

own audit, albeit it didn't cover as broad a range as the
state's audit, and thus the nmunicipality lost out on the
collection of revenue legally due to it. M. More then
mentioned that the information sharing is reciprocal, such that
if the state agrees to share with a local [nunicipality] its
| ocal code includes sharing with the state.

8:14:20 AM

REPRESENTATI VE HERRON inquired as to how many whol esal ers woul d
apply this tobacco tax stanp.

MR. MOORE answered that there are five or less entities that do
stanping of which three to four do their own direct stanping and
one to two that do stanping on behalf of many entities.

8:15:51 AM

CO CHAI R LEDQUX, upon determ ning no one else wished to testify,
cl osed public testinony.

8:16: 03 AM

CO CHAIR NAGEAK noved to report HB 193 out of commttee wth
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, it was so ordered.

The conmttee took an at-ease from8:16 a.m to 8:18 a.m

HB 174- PERS CONTRI BUTI ONS BY MUNI Cl PALI TI ES

8:18: 52 AM

CO CHAI R LEDOQUX announced that the next order of business would
be HOUSE BILL NO 174, "An Act requiring each nunicipality with
a popul ation that decreased by nore than 25 percent between 2000
and 2010 that participates in the defined benefit plan of the

HOUSE CRA COW TTEE - 6- April 4, 2013



Publ i c Enpl oyees' Retirenent System of Alaska to contribute to
the system an anount cal cul ated by applying a rate of 22 percent
of the total of all base salaries paid by the nmunicipality to
enpl oyees of the nunicipality who are active nenbers of the
system during a payroll period; reducing the rate of interest
payable by a nunicipality wth a population that decreased by
nore than 25 percent between 2000 and 2010 that is delinquent in
transmtting enployee and enployer contributions to the defined
benefit plan of the Public Enployees' Retirenment System of
Al aska; giving retrospective effect to the substantive
provi sions of the Act; and providing for an effective date."

8:19:35 AM

CO CHAI R LEDOUX rem nded the commttee that public testinony had
remai ned open.

8:20: 05 AM

GREG MOYER, Interim Manager, Cty of Galena, rem nded the
commttee that in 2008 the largest industry in Galena, the
mlitary, 600 airman, left and June 30, 2008, the salary floor
for the Public Enployees' Retirement System (PERS) was set in

I aw. Ther ef or e, t he popul ati on of Gal ena  decreased
significantly and is still reeling from the aforenentioned
ci rcunst ances. Although it's a blessing to have the

infrastructure from the base, Galena doesn't have the popul ation
to support it as the population has dropped from around 800 to
under 500. As the interim manager, he said his job is to save
Galena from not being a first class city. The salary floor in
Galena is $1.5 mllion, which are the salaries Galena has to
have otherwise it is penalized plus interest. Gal ena, he
enphasi zed, will never net that salary floor as Galena is al nost
half of that now and is looking to gain nore efficiencies by
cutting nore in the next budget. M. Moyer opined that Gal ena
is looking for a legislative fix [without] re-opening all the
PERS i ssues. Although he understood that it's difficult to help
a couple of conmunities when other comunities also fall [in
arrears with the salary floor]. This legislation, HB 174, is
structured such that comunities have to have had a popul ation
change in 2000-2010. He noted that there has been discussion of
changing the floor anobunt for Galena to June 30, 2012, which
woul d hel p. However, a legislative fix is necessary to save
Gal ena so that other steps can be taken to nove on and survive.

8:24:53 AM
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CO CHAIR LEDOQUX inquired as to what happens if this legislation
isn't passed and the conmmunities don't pay what is required
under existing |aw.

8:25:19 AM

SCOTT RUBY, Director, Division of Community & Regional Affairs

Department of Conmmerce, Community & Economic Devel opnent,
explained that simlar situations have happened to snaller
muni ci palities, which have basically becone nonfunctional and
any revenue that they have received has been used to pay off
their debt. For exanple, several cities in the Yukon-Kuskokw m
Delta dissolved in the early 1990s. The tax debt of those
muni ci palities, including Tuluksak, New ok, and Tununak, was not
on the scale of what is being targeted with HB 174. The
af orenentioned nunicipalities maintained the mninmm anmunt of
government by having a budget and holding a council neeting and
el ections each year, but stopped providing services. These
muni ci palities only existed in order to continue to qualify for
the revenue sharing program until the debt was repaid at which
point they were allowed to dissolve. M. Ruby explained that
prior to dissolving any corporation, whether it be a nonprofit,
for-profit, or nunicipal corporation, it must be free of debt or
have an entity that is willing to accept liability for that
debt. The issue with Galena is that it has nuch nore debt, such
that the revenues from revenue sharing and other sources
woul dn't outpace the rate at which they' re accumulating those
debts. Therefore, the nost likely scenario [without HB 174]
would be for Galena to stop functioning as a nunicipality and
the school would likely return to a Rural Education Attendance
Area (REAA). Al t hough Galena would likely try to dissolve, it
would legally exist until it resolved all of its debts. M.
Ruby pointed out that Galena can't declare bankruptcy because
there is no such statute allowing nmunicipalities to go bankrupt,
which is a requirenent of the Internal Revenue Service (IRS)
code.

8:28: 05 AM

CO CHAIR LEDOUX inquired as to what the state would do if a
muni ci pality continued to function but didn't pay.

MR. RUBY deferred to the PERS Board.

8:28: 50 AM
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JIM PUCKETT, Director, D vision of Retirenment and Benefits,
Department of  Admi nistration, stated that the only too
available to intercept funds is through revenue sharing.

8:29: 26 AM

REPRESENTATIVE HERRON inquired as to the admnistration's
position on this specific circunstance.

MR. PUCKETT answered that the adm nistration has no position on
HB 174, but clarified that's not to say that the adm nistration
doesn't recognize that these communities that have | ost
popul ation sinply don't have a neans to address their situation.
He said a fix will have to cone fromthe |egislature.

8:29:55 AM

REPRESENTATI VE FOSTER hi ghlighted that Galena's salary floor was
set at $1.5 million in 2008 while today its total salary base is
$700, 000- $750, 000. He further highlighted that Galena is paying
22 percent on the about $750,000 difference; these are salaries
that they don't even have. Therefore, Galena is going to get
farther and farther behind with no way in which to catch up
The legislation before the conmittee, therefore, attenpts to
rectify a situation that wasn't foreseen in 2008 and is no fault
of Cal ena.

8:31:18 AM

CO CHAI R NAGEAK asked whether HB 74 is limted to only those
muni ci palities with operations that decreased by nore than 25
per cent .

8:31: 52 AM

PAUL LABOLLE, Staff, Representative Foster, Alaska State
Legislature, replied yes, HB 174 only applies to municipalities
that have lost nore than 25 percent of their popul ation between
census years 2000 and 2010. The conm ttee packet shoul d include
a spreadsheet listing all the PERS nunicipalities and their
popul ation | oss or gain during the 2000-2010 census peri od.

8:32: 29 AM
COCHAIR NAGEAK inquired as to whether HB 174 addresses

muni ci palities that experience a 25 percent popul ation decrease
in the future.
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MR. LABOLLE answered that the legislation only speaks to a 25
percent reduction in population during the 2000-2010 census
period, and thus future population loss would have to be
revisited by the |l egislature.

8:33: 06 AM

REPRESENTATI VE HERRON asked what the catalyst was for the 25
per cent designati on.

MR. LABOLLE responded that it was a bright line that reached
[the goal].

8:33:29 AM

REPRESENTATI VE HERRON noted that the debt will remain, and asked
whet her there should be a way to ratify the debt that can't be
pai d off.

MR. LABOLLE pointed out that HB 174 includes a retroactivity
cl ause that goes back to 2009 such that the 2008 would no | onger
apply and basically erode the existing liability. He directed
attention to the fiscal note that includes a |arge suppl enenta
paynent in fiscal year (FY) 13, which is the retroactivity
portion of the |egislation.

8:34: 28 AM

REPRESENTATI VE HERRON questioned whether it would nake nore
sense to ratify, forgive, an anount than to pay an anount.

MR. LABOLLE deferred to PERS, but speculated that the goal is to
make the system whole because if no [nunicipality] pays [their
debt] it would contribute to the unfunded liability that PERS

al ready has. In response to Co-Chair LeDoux, if the
muni ci pality continues to function wthout paying, the system
continues to get an unfunded liability. Therefore, it's not a
good solution for the system If a nunicipality becones a
nonfuncti oning government and only revenue sharing is collected
as an intercept, then [the system msses out on the
current/existing salaries on which the nunicipality is paying.
Currently, Galena is unable to pay on $1.5 mllion but is able

to pay on the approxi mately $750,000 in existing salaries.

8:35:57 AM
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REPRESENTATI VE FOSTER recalled a question from the |ast neeting
regarding how nmany comunities are close to the threshold
provided in HB 174.

MR. LABOLLE, referring to a spreadsheet, pointed out the colum
specifying the population percentage decrease and noted that
t hose over 25 percent are highlighted. If the commttee wanted
to use another percentage, say 20 percent, then Angoon, Kake,
Nul at o, and Tanana woul d qualify.

8:37:57 AM

CO- CHAIR LEDOQUX inquired as to why 25 percent was chosen when
there are other communities that just mss that cut off.

MR. LABCLLE responded that 25 percent was a placeholder to start
t he di scussi on.

REPRESENTATI VE FOSTER interjected that the percentage is a
policy call for the commttee.

MR. LABOLLE encouraged the conmmttee to obtain input from the
department before changing the percentage because he understood
the departnment's neutral position on HB 174 is due to its narrow
focus and limted fiscal inpact.

8:39:48 AM

REPRESENTATI VE HERRON opined that there has to be recognition
that Anderson, Galena, Pelican, and even St. Ceorge |ost
popul ati on because of mgjor industry [withdrawal]. He expressed
the need to have sideboards [with regard to the popul ation
change] in order to avoid including cities experiencing natura
attrition.

8:41: 33 AM
CO CHAIR NAGEAK rem nded the committee that HB 174 is limted to
[ popul ati on changes] during the 2000-2010 census period and any

[ popul ati on] changes in the future would have to be revisited.

MR. LABOLLE confirmed that anything in the future would have to
be revisited by the | egislature.

8:42: 25 AM
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CO CHAI R LEDOUX conmented that even those comunities that |ose
popul ation slowy will be in the sane position. Al though HB 174
fixes things for four comunities, she said she wasn't sure it
gets to the real problemthat may be a systematic probl em

MR. LABOLLE nentioned that there is termnation study
legislation that is reviewing the system as there is lots of
agreenent that the system needs worKk. However, HB 174 isn't
targeting the system but rather attenpting to save a couple of
conmuni ti es.

8:43: 46 AM
The commttee took a brief at-ease.
8:44: 40 AM

CO CHAI R NAGEAK noved to adopt CSHB 174, Version 28-LS0656\U
Wayne, 4/1/13, as the working docunent.

REPRESENTATI VE REI NBOLD obj ected for purposes of discussion.
8:45: 03 AM

MR. LABOLLE explained that Version U 1is the result of
Representative Herron's previous discussion regarding obtaining
a new snapshot. The legislation is now sinpler such that the
foll ow ng | anguage is added to Section 1(a)(2):

", or, if the enployer is a nunicipality in which the
popul ati on decreased by nore than 25 percent between
2000 and 2010, according to the decennial census
conducted by the United States Census Bureau, the
corresponding payroll period for the fiscal year
endi ng June 30, 2012.

8:46: 33 AM
REPRESENTATI VE REI NBOLD wi t hdrew her obj ecti on.

There being no further objection, Version U was before the
comm ttee.

8:46:39 AM
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CO CHAIR LEDOUX commented that she wasn't sure HB 174 totally
solves all the problenms with the system but noted that it has
anot her commttee of referral.

8:46:59 AM

CO CHAI R NAGEAK noved to report CSHB 174, Version 28-LS0656\U,
Wayne, 4/1/13, out of commttee wth individual recomendations
and the acconpanying fiscal notes. There being no objection,
CSHB 174(CRA) reported from the House Comunity and Regional
Affairs Standing Commttee.

8:47: 36 AM
The commttee took an at-ease from8:47 a.m to 8:49 a.m

Presentation: FY 2014 State Plan for the Community Services
Bl ock Grant Program

8:49: 25 AM

CO CHAI R LEDOQUX announced that final order of business would be
a presentation on the fiscal year 2014 state plan for the
Community Services Block Gant (CSBG Program

8:49: 53 AM

PAULETTA BOURNE, Grant Supervisor, Fairbanks Regional Ofice,
Division of Comunity & Regional Affairs, Department  of
Commer ce, Community & Econom ¢ Devel opnent, paraphrased from the
followng witten testinony [original punctuation provided]:

Thank you, Co-Chairs and other nenbers of the
Community and Regional Affairs Commttee.

| am pleased to participate in this hearing concerning
the Draft State Plan for the Community Services Bl ock
Grant Program for Federal Fiscal Year 2014.

The Departnment of Comrerce, Comunity, and Econonic

Devel opnment would |ike to accept comments from the
public on the proposed use and distribution of these
f unds.

Community Services Block Grant funds are allocated to
the Departnment from the U S. Departnent of Health and
Human Servi ces. Federal requirenents restrict the
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grantees to Community Action Agencies. Rural Al aska
Community Action Program better known as RurAL CAP is
the only recognized Community Action Agency in the
state of Alaska. W anticipate receiving approximately
$2M in FFY 2014 al though that nunber could increase or
decrease slightly. By statute, ninety five percent of
CSBG funds received are granted to RurAL CAP. The
Department is authorized to keep 5% funds to cover
adm ni strative costs.

The purpose of the Community Services Block Gant is
to inpact the causes and conditions of poverty. The
Draft State Plan, on which we are accepting conment
today, outlines how the Departnent admnisters the
CSBG program and the activities which RurAL CAP
proposes to undertake during fiscal year 2014.
Because the State Plan is lengthy, | wll briefly
outline the mjor conponents which the Departnent and
Rur AL CAP have identified for the program

RurAL CAP will wutilize CSBG funds to serve |owincone
people throughout the State in several program
component s. These include Adm nistrative Services;

Supportive Housing; Child Devel opnent; Comuni ty
Devel opnent; Planning and Construction; and Public
Policy and Advocacy. Each of these conponents is
described in detail in the State Pl an.

Also included in this year’s Plan are Qutcone Measures
for each of the program conponents. Program results
are tracked and reported on a quarterly basis in terns
of the nunmber of <clients who achieve a given
m | est one. Progress is reviewed by staff who use it
to evaluate results and make changes when necessary.

Both the Departnment and RurAL CAP place a strong
enphasis on pronoting maximum participation by rural

residents in the elimnation of the causes and
conditions of poverty. | have personally worked with
RurAL CAP in the daily admnistration of the CSBG
grant for two years. They have denonstrated a sincere
interest in helping low income Alaskans and are
recogni zed nationally as a leader in providing not

only innovative prograns which neet the needs of their

clientele, but also in devel oping commendabl e Qutcone
Measur es. They are to be applauded for their hard
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work and their success. | recommend when you have the
time to read the Village Voice newsletter.

Thank you for your time today. My purpose today is to
educate the public about the program and to accept
coment on the proposed use and distribution of funds.
| f you have any questions, | would be happy to answer
t hem

8:53:41 AM

DAVI D HARDENBERGH, Executive Director, Rural Al aska Comrunity
Action Program (RurAL CAP), paraphrased from the follow ng
witten testinony [original punctuation provided]:

Good norning, Co-Chairs LeDoux and Nageak and nenbers
of the Community and Regional Affairs Conmttee. \%%

name is David Hardenbergh and | am the Executive
Director of the Rural Alaska Comunity Action Program
also known as RurAL CAP. Thank you for this

opportunity to present this information with our state
partner about the Community Services Block Gant, a

f eder al funding source that supported critical
services in 81 comunities throughout Al aska | ast
year .

RurAL CAP is a private, statewde, 501(c) (3) non-
profit organization. It is one of nore than 1,000
Community Action Agencies in the nation which all work
to build self-sufficiency and enpowernment anong | ow
i ncome people who desire to pull thenselves up out of
poverty.

8:54: 33 AM

CO CHAI R LEDQUX requested clarification regarding the statenent
that RurAL CAP is a private 501(c)(3) rather than a state
agency.

MR. HARDENBERGH confirmed that RurAL CAP is a private 501(c)(3).
In further response to questions, M. Hardenbergh related that
originally RurAL CAP was created as a 501(c)(4) nonprofit and
was converted to a 501(c)(3) in the 1980s.

8:55:11 AM
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CO CHAIR LEDOUX inquired as to the funding streans for RurAL
CAP.

MR. HARDENBERGH explained that the mmjority of the RurAL CAP
funding is from state and federal grants and contracts, but the
or gani zati on al so receives private f undi ng, i ndi vi dua

donations, private foundation funding, and program i ncone.

8: 55: 28 AM

MR. HARDENBERGH continued his testinony [original punctuation
provi ded] :

RurAL CAP is governed by a 24-nenber Board of
Directors representing every mjor region of the
st at e. The tripartite board is a balance of
representatives from target area communities, elected
public officials and private sector organizations.
The board neets quarterly, identifies major issues
affecting |owinconme people, and sets agency policy.
The staff inplenments board policy through a strategic
pl an and the oversight of prograns and services.

Some of you may be aware that as RurAL CAP nears its
50'" anniversary in 2015; we have had the honor of past
| eaders in the positions of Board Presidents or
Executive Directors that include WMarlene Johnson
Gordon Jackson, Ben Nageak, Andy Ebona, Byron Mllott,
John Shively, and Jeani ne Kennedy, anong others.

These | eaders and current Board nmenbers and staff have
built RurAL CAP into the organization it is today: a
$40 million a year nonprofit with a $10 mllion per
year for-profit subsidiary and a private foundation.
Qur enployees provide services as determned by
community needs assessnents that include early
chi | dhood educat i on, weat heri zat i on, self-help
housi ng, affordabl e housing, energy burden reductions,
health, youth resiliency and |eadership devel opnent,
solid waste nanagenent, substance abuse prevention and
ot her inprovenents in |local communities.

The goal of the CSBG funds to the State of Alaska is
to reduce poverty through comunity-based activities
which lead to a greater degree of self-sufficiency for
| ow-i nconme people. CSBG funding conmes to the Division
of Community and Regional Affairs in the Al aska
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Depart ment of Conmmer ce, Community and Econonic
Devel opnent and is adm nistered by Gant Mnager Jill
Davi s. RurAL CAP has had a long and healthy
partnership with the State which is responsible for
preparing and nonitoring the State Pl an.

As the only Community Action Agency in Al aska, RurAL
CAP is the single eligible recipient for state CSBG
funds. For FY 2014, RurAL CAP has applied for
Al aska’s fornul a-based $2.5 mllion in CSBG funds to
support prograns and services for |owincone people.
W expect there will be revisions to this amount with
sequestration cuts.

8:58: 09 AM

SARAH SCANLAN, Deputy Director, Rural Alaska Community Action
Program (Rur AL CAP), began by noting that each year a | egislator
has served on the [RurAL CAP Board] and this year the |egislator
is Representative Nageak. Each year after the board endorses
the plan it is brought before the legislature for approval. She
t hen paraphrased from the followng witten testinony [original
punct uation provided]:

Good norning and thank you again for the opportunity
to speak with you. As nmentioned earlier, CSBG s funds
| everage approximately $40 million in other public and
private sector resources to benefit | ow i ncone
Al askans. Rur AL CAP enploys nore than 400 people
annually in regular positions in rural and urban
communities across Alaska through Head Start, Early
Head Start, Parents as Teachers, Child Devel opnent,
Child Care, Amer i Cor ps, VI STA, Housi ng, Ener gy
Conservation, and Watherization prograns. W al so
enploy nore than 600 Alaskans annually in locally-
hired tenporary positions.

One of ny responsibilities is oversight of the
Community Services Block Gant. Rur AL CAP's m ssion
is to inprove life for |owincome Al askans throughout
the state, with nost of our resources directed to
rural communities where poverty rates are typically
three tines higher than in urban Al aska. Yet as the
only community action agency in Alaska with a nmandate
to serve people statew de, RurAL CAP al so provides:
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* Head Start services to pre-school children and
their parents in Ketchikan;

* Hone weat herization to qualifying | owincone
residents in Juneau and Anchor age;

« Affordable and self-hel p housing opportunities to
famlies in Anchorage and on the Kenai; and

e Child care and housing first services in
Anchor age.

The State Plan before you today contains detailed
exanpl es of outconme nmeasures for each of RurAL CAP' s
CSBG supported prograns. This system of Results
Oriented Managenent and Accountability, or ROMA, has
received national recognition within the network of
social service and community action agencies as a
nmodel of conprehensive outcone eval uation

Wth attention focused on identifying and docunenting
nmeasur abl e changes in the conditions of the people we
serve, RurAL CAP's system of program evaluation and
accountability focuses on produci ng measur abl e
results.

Here is a sanpling of the difference we nade | ast year
through a variety of prograns we hope to continue this
year and next.

e Enployed 1,023 Al askans in 81 communities with a
total payroll of nore than $16 mllion

e Purchased a larger Child Devel opnent Center in
Anchor age that doubles the nunber of children
t hat can be served to 64.

* Renovated the Stebbins Teen Center to an Early
Learning Center to provide space for a nore
functional early education facility.

* Served 1,465 children in child devel opnent
progranms, birth through preschool in 29
conmuni ti es.

* Through a private-public partnership funded
primarily by NANA Regi onal Corporation, 573 hones
and residents in 6 northwest Al aska rura
communities received energy-efficiency upgrades
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and education through the Energy Wse Program
that enpl oyed 50 rural Al askans with a m ni num
docunent ed savi ngs of $600 annual |y per hone.

* Among the many healthy communities’ initiatives,
the first year of a 3-year partnership with
Kawer ak t o address underage and bi nge drinking
t hrough | ocal wellness coalitions was conpl eted,
as well as a successful Rural Providers
Conference (RPC) in Dillinghamw th over 300

attendees. This and next year’s RPC will be
hosted by the Tanana Chiefs Conference in
Fai r banks.

e 1,188 hones (up from 488 | ast year) were
weat herized in 11 communities that increased the
safety, energy-efficiency and confort of the
homes providing enpl oynent to nearly 300 |ocally-
hired carpenters and weat heri zati on workers and
field supervisors that included two of the
typi cally highest unenpl oynent regions, Wstern
and Nort hwest Al aska, as well as Anchorage and
Juneau.

 Nine famlies in Kenai becane honme owners through
the Sel f-Hel p Housi ng program bringing the total
to 36 hones constructed, with 18 nore hones
funded for the next two years.

* Housing First’s Karluk Manor opening in Decenber,
2011 in Fairview added 46 units of safe and
secure rental housing for long-termchronically
honel ess, increasing affordable housing units in
Anchorage to 118—+t has seen good results inits
first year of operation.

In closing I would like to reiterate that RurAL CAP
strives to be a responsible steward of public funds.
We run some of the nobst scrutinized federal and state
prograns in the nation including Head Start, Al aska
Housi ng Fi nance Corporation prograns, Ameri Corps, and
CSBG. We pride ourselves on being a grantee in good
standing for all of our prograns and services. Ve
place a high value on getting clean financial and
program audits, and we strive to provide cost-
effective services that get results.
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This concludes our testinony for the FY 2014 Comrunity
Services Block G ant State Plan

Thank you; we are happy to answer any questions.
9:04: 35 AM

REPRESENTATI VE REINBOLD inquired as to the total budget for
Rur AL CAP

MR. HARDENBERGH answered that the total budget for the nonprofit
portion of RurAL CAP is $40 nmillion a year.

9: 05: 21 AM

REPRESENTATI VE REI NBOLD asked if all the enployees of RurAL CAP
are nonuni on.

MR. HARDENBERGH replied yes. However, he noted that a year ago,
Rur AL CAP conpeted for and was awarded the weatherization
program in Anchorage that had fornmerly been adm nistered by the
Muni ci pality of Anchorage with union enployees. Many of those
[union enpl oyees] remained with the weatherization program and
became Rur AL CAP enpl oyees at which point they became nonunion
enpl oyees.

9:06: 02 AM

REPRESENTATI VE REI NBOLD expressed interest in whether [RurAL
CAP] brings savings to the state. She then inquired as to the
nunber of enployees of RurAL CAP and the benefit packages for
t hem

MR. HARDENBERGH infornmed the commttee that for the 2012
cal endar year just over 1,000 Ws were distributed of which
about 600 were considered tenporary enployees who worked up to
six nonths and worked nostly in seasonal construction jobs with

the weatherization program Rur AL CAP also has about 400
enpl oyees on a typical payroll of which those who are full-tine
enpl oyees are eligible for regular benefits. The benefit

package for regular enployees offers nmuch |ess than the state in
terms of retirenment. He explained that enployees have to remain
enployed for a certain time in order to be eligible for the
health insurance, which has a $2,000 deductible. Rur AL CAP
enpl oyees also receive dental benefits wth a cap. \V/ g
Har denbergh related that RurAL CAP tries to find a balance
between providing decent pay and benefits and remaining
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conpetitive; to that end RurAL CAP has a federally approved
indirect rate of 11 percent, which is fairly conpetitive in the
nonprofit arena.

9:08: 32 AM

REPRESENTATI VE REI NBOLD remarked that she didn't realize RurAL
CAP was doing all that it is. She then inquired as to where in
the audits does it show that RurAL CAP is doing well wth
prograns such as Parents as Teachers and early nentorship
pr ogr ans. Such information regarding outconmes wasn't avail able
to the [House Finance Subconmittee on Education & Early
Devel opnent] when it was cutting sone of prograns Rural CAP
adm ni sters.

MR. HARDENBERGH offered to provide nenbers with copies of RurAL
CAP' s audits. There is a |arge, agency-w de annual audit that
is conducted by an independent CPA firm The audit committee on
the Board of Directors of RurAL CAP oversees the audit process.
Technically, the auditors work for the board. When an annua

audit is referred to as clean it means there are no findings, no
areas of di sagreenent w th nmanagenent, and no nmaterial

weaknesses in RurAL CAP's accounting/finance system In
addition to the annual audit, which generates the financial
statenents for the entire organization for an entire fiscal
year, there are a nunber of program audits. Program audits can
include an audit of the Head Start program which would be a
team of nore than 30 national auditors traveling to all of the
state's Head Start communities and rural sites to go through the
1,700 performance standards for admnistering the Head Start
program

9:11:19 AM

REPRESENTATI VE REINBOLD clarified that she's really interested
in how many kids |earned how to read and how nuch were energy
costs lowered for residents. She highlighted that the state has
194, 000- 197,000 people on public assistance and that's not
sustai nable, which is why the legislature needs to do all it can
to make these folks on public assistance as independent as they
can be once the [state] has taken care of them She then asked
whet her Rur AL CAP nakes any policy decisions.

M5. SCANLAN informed the conmittee that under the Parents as
Teachers program 377 famlies in 20 communities were served.
She offered to provide to the commttee the data RurAL CAP has
in terms of real outcones for prograns such as Parents as
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Teachers and Head Start as well as the Energy Wse program
Sonme of that data is included in the annual report.

9:12: 51 AM

REPRESENTATI VE REI NBOLD said she would appreciate such data as
she doesn't want to nake the wong cuts. She noted that such
data wasn't provided to the [House Finance Subcomrttee on
Education & Early Devel opnent]. Representati ve Reinbol d,
regardi ng policy decisions of RurAL CAP, asked whether RurAL CAP
is trying to encourage econom c devel opnent, such as resource
devel opnent, in order to avoid |eaving people, once prograns are
cut, w thout support.

MR. HARDENBERGH specified that technically the RurAL CAP Board
of Directors approves agency policies or a strategic plan. The
staff inplements those policies and approves procedures and

wites funding proposals for new prograns. He then provided an
exanple of economc developnent when years ago the board
approved RurAL CAP exploring a for-profit subsidiary. That
private for-profit venture has becone a snall conpany called
Rural Energy Enterprises, a wholly owned subsidiary of RurAL CAP
the nonprofit. Rural Energy Enterprises has 12 or so enpl oyees
and $10 mllion in annual sales of energy efficient heating and
lighting projects supports about 350 small busi nesses,
retailers. Rural Energy Enterprises is a wholesale distributor

that provides training to the retailers and support for parts
and servi ce. Rural Energy Enterprises sells whol esal e products
for items such as Toyo Stoves across 350 snmall businesses in

Al aska, Western Canada, and the Pacific Northwest. However ,
nmost of the custoners, the retail businesses, are based in
Alaska with the majority being in rural Al aska. The retail

business ranges in size from large heating and plunbing
distributors, such as Spenard Building Supply, to small nom and
pop operations in very renote rural conmunities. Although those
enpl oyees may not be enployees of [Rural Energy Enterprises],
enpl oyment opportunities are provided because [Rural Energy

Enterprises] supports those businesses. Therefore, RurAL CAP
encour ages econom ¢ devel opnent. He then conplinented
Representative Reinbold on her line of questioning in terms of

review ng mneasurable outcones from the |ow inconme individuals
who are being served. Through the Results Oiented Managenent
and Accountability (ROVA) system RurAL CAP neasures such things
as how many four- to five-year-olds are ready for Kkindergarten
in ternms of reading levels and health and dental screenings.
The ROVA evaluation system he explained, breaks down the
experi ence of those being served from their perspective. For a
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homel ess person in Anchorage, for exanple, ROVA would neasure
when the first contact with an outreach person was nade, when
the individual walked through the door of the Honeward Bound
program what are their personal goals for becomng self-
sufficient, and when did they succunb to an addiction. Tracking
various mlestones includes the goal of eventually achieving
enpl oynment, that is a sustainable source of incone and noving
into 1independent [|iving. The <cost of getting a honeless
i ndividual off the street, the cost to achieve 50 percent energy
efficient for a honme heating, and the cost to nove three- to
four-year-old children through a Head Start program prepared for
ki ndergarten are the types of outcomes tracked with the ROVA
system

9:17:41 AM

REPRESENTATI VE HERRON i nquired as to the amount of state general
fund (GF) dollars RurAL CAP recei ves.

MR. HARDENBERGH cl arified that RurAL CAP receives no state funds
for the Conmmunity Services Block Gant. However, as a private
nonprofit, RurAL CAP conpetes for other grants and has other
state grants, such as those to support substance abuse

prevention services. He then noted that wunder the Al aska
Housi ng Finance Corporation (AHFC), RurAL CAP conpetes for state
funds to run housing or weatherization prograns. Agai n, he

enphasized that there are no state funds for the Conmunity
Services Bl ock G ant.

9:18:30 AM

REPRESENTATI VE HERRON highlighted that the |egislature doesn't
cut federal prograns and other than the $55,000 that DCCED
takes, it's all federal dollars for which [RurAL CAP] is
responsi bl e. In conclusion, Representative Herron said RurAL
CAP i s doing a good job.

9:19: 01 AM

CO CHAI R NAGEAK nmentioned that he has been involved with RurAL
CAP for a very long tine. Rur AL CAP is so thorough and tracks
ever yt hi ng. He applauded all of RurAL CAP that has commtted
staff who have been there for a long tinme and noted his pride in
it. He noted that as a nenber of the Bush caucus, he is a
menber of the RurAL CAP Board of Directors.

9:21:32 AM
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REPRESENTATI VE HERRON shared that as a nenber of the Bush caucus
he is a fornmer menber of the RurAL CAP Board of Directors. He
opi ned that the Community Block Gant systemwithin RurAL CAP is
a good system that takes care of a |ot of Al askans, whether they
are in rural or urban areas.

9:22: 26 AM

CO CHAIR LEDOUX recalled hearing that while the results for
students in Head Start at kindergarten |evel |ooked good, by the
time they reached third grade there was no discernible
difference between those who had and those who had not been
through Head Start. She inquired as to whether that study is
correct.

MR. HARDENBERGH said he didn't have an answer because there are
many conflicting studies. That study, which he noted he has
read, directly conflicts with other studies purporting to be
researched independently that for every $1 invested in Head
Start and other high quality preschool or early education, there
is a $7 savings to society that carries on through high school

This takes into consideration incarceration, high school dropout

rates, teenage pregnancy, and other performance standards. M.
Har denbergh Ilikened this debate to that on research on both
sides of clinmate change and gl obal warm ng. One can find a

study on the Internet that supports their particular point of
view with regard to Head Start or early childhood preschool
prograns. He said although he doesn't know how | ong the benefit
| asts, he knows the mneasurable results of three- to four-year-
olds in [RurAL CAP's Head Start] program and believe they are
better prepared to enter the public school system than their
peers in communities that don't have Head Start.

M5. SCANLAN recalled that her nother was in the first batch of
people trained in the md-1960s to teach Headstart. This was a
time of many changes in rural Alaska, such that life was
becom ng easier wth running water, electricity, and snow
machi nes while alcohol and substance abuse were comng into
pl ay. She characterized Head Start during that time as a safe
haven for many, a good neal and a source of care, attention,
| ove, and learning. She said she always felt Head Start was the
program that nmade a difference for nmany children in many ways.
While there may not always be neasurable differences, she opined
that the Head Start program nmade a huge difference in the lives
of many children in the |late 1960s.
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9:26: 50 AM

REPRESENTATI VE REI NBOLD enphasized that the [House Finance
Subcommi ttee on Education & Early Devel opnent] did nake cuts to
Headstart and Parents as Teachers prograns. Therefore, she
urged RurAL CAP to go before [the subconmttee] with the data
because it was asked for a nunber of times. She then noted sone
of those [on the subconmttee] questioned the cuts made, which
she attributed to the lack of dat a. In concl usion,
Representative Reinbold said she was amazed wth how many
programs with which RurAL CAP is involved and expressed interest
in the data-driven results.

MS. SCANLAN referred Representative Reinbold to Debbie Bal dw n,
Director, Child Development Division, who was present at the
af orenenti oned [subconm ttee] neetings, although the opportunity
for her to provide the data did not present itself. She said
she woul d contact Ms. Bal dwi n regardi ng providing the data.

9:28:41 AM
ADJ QURNVENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:28 a.m
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