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A l a s k a  g > t a t e  U e g t s l a t u r E

H o u s e  o f  R e p r e s e n t a t i v e s

C om m ittee on  
Community & R egional A ffairs

Pouch V 
Slate Capiio l 

Juneau, Alaska 99811 
(907) 465-4833

March 4 , 1 9 8 8

The Honorable Richard Oney 
Mayor o f the C ity  o f P ilo t  S ta tio n  
P .O . Box 5 0 4 0
P ilo t  S ta tio n , A laska 9 9 6 5 0

Re: HB 4 1 9 -Community Economic D isaster Loan Fund
Dear Mayor Oney:
Your message o f concerns on the above le g is la t io n  was received 
today. I  was unable to  reach you by phone so I  have enclosed 
a copy o f the m inutes from the f ir s t  (and on ly) p u b lic  hearing 
on HB 4 1 9 . Testim ony on tha t b i l l  can be found on pages 9 
through 1 4  o f the attached February 1 5 , 1 9 8 8  Committee 
m inutes.
As you w i l l  note from the m inutes, the Committee had numerous 
concerns about the b i l l  and decided to  ho ld  i t  in  Committee.
I t  has not been rescheduled for another hearing a t th is  tim e.
I  w i l l  put your name on the l i s t  o f people to  be contacted for 
hearings on HB 4 1 9 , and w il l  le t  you know as soon as i t  is  
scheduled for hearing again . I f  you have further questions 
a fte r  reading the m inutes, p lease do not h e s ita te  to  contact 
me a t 4 6 5 - 4 8 3 3 . Thank you for your in te r e s t.
S in c e re ly ,

Martha Fischbach 
Committee Secretary
Enclosure
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S t a t e  o f  A l a s k a

O F F I C E  O r  T H E  G O V E R N O R  

cJ U  I f  15 A  I I

February 1 , 1 9 8 8

The Honorable Ben Grussendorf 
Speaker o f the House 
A laska State Le g is la ture  
P .O . Box V 
Juneau, AK 9 9 8 1 1

Dear Representative Grussendorf:
Under the au th or ity  o f a r t . I l l ,  sec. 1 8 , o f the A laska  Con­
s t it u t io n , I  am transm itting  a b i l l  th a t estab lishes  the 
community economic d isaster revo lv ing  loan fund in  the De­
partment of Community and Regional A f fa ir s . The creation  o f 
th is  fund forms the centerpiece o f a new program o f f in a n ­
c ia l and te c h n ic a l assistance to communities across the 
state th a t are tee ter ing  on the edge o f dec laring  bankrupt­
cy. My in te n tio n  is  to  o ffe r  assistance to  these commu­
n it ie s  in  a way tha t helps them recover th e ir  f is c a l 
strength and provides a sound foundation for fu ture  op­
e ra tio n s .
Each community e lig ib le  for th is  assistance m ight su ffe r  
from cond itions  tha t are unique to  a p a rtic u la r  reg ion or 
lo c a lit y  o f the s ta te . For th a t reason, the b i l l  a llow s the 
department wide la t itu d e  to provide the s p e c ific s  for the 
loan program through the adoption o f adm in is tra tive  regu­
la t io n s . Loans from the fund, together w ith  expert guidance 
from the department, w i l l  provide the elements o f a 
successful recovery. Of course, th is  e ffo r t w i l l  not 
provide easy so lu tio ns  for the a ffected  communities. The 
communities w i l l  need to  work c lo s e ly  in  partnership  w ith  
te c h n ic a l advisers and make hard choices concerning th e ir  
methods o f operation .
I  urge you to  favorab ly cons

Governor
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No. 1

HB 419
HOUSE 2/1/88

F I S C A L  MOTS A N A L Y S I S

A . A s s u n p t  i o n s

E n a c t m e n t  o f  t h i s  l e g i s l a t i o n  . / i l l  r e q u i r e  t h e  D e p a r t m e n t  
o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  t o  o v e r s e e  t h e  i s s u a n c e  
a n d  t r a c k i n g  o f  a n  e s t i m a t e d  2 0  t o  4 0  l o a n s  p e r  y e a r .  I n  
a d d i t i o n ,  we  w i l l  b e  r e q u i r e d  t o  a s s u r e  t h a t  a l l  p a y m e n t s  
a r e  m a d e  i n  a c c o r d a n c e  w i t h  a  p r o p e r l y  e x e c u t e d  s p e n d i n g  
p l a n  d e v e l o p e d  b y  t h e  c o m m u n i t y  a n d  p r o f e s s i o n a l  s t a f f  i n  
t h e  r e g i o n a l  o f f i c e s .  W h e n  p a y b a c k  o f  l o a n s  b e g i n s  i n  o n e  
t o  t w o  y e a r s ,  i t  w i l l  b e  t h i s  d e p a r t m e n t ' s  r e s p o n s i b i l i t y  t o  
a c c o u n t  f o r  t h e  r e c e i p t  o f  t h o s e  f u n d s  a n d  t o  a s s u r e  t h a t  
p a y b a c k  p r o c e e d s  i n  a c c o r d a n c e  w i t h  t h e  c o n t r a c t .

B . S t a f f  R e q u i r e m e n t s

I n  o r d e r  t o  r e s p o n d  t o  t h e  r e s p o n s i b i l i t i e s  e n u m e r a t e d  a b o v e  
i t  w i l l  b e  n e c e s s a r y  t o  e s t a b l i s h  a  n e w  A c c o u n t i n g  
T e c h n i c i a n  I  p o s i t i o n  i n  t h e  A d m i n i s t r a t i v e  S e r v i c e s  
D i v i s i o n  t o  r e v i e w  c o n t r a c t s ,  p r o c e s s  p a y m e n t  a n d  r e c e i v e  
a n d  r e c o r d  p a y m e n t s  a t  t h e  a p p r o p r i a t e  t i m e .

C o m p u t a t i o n  o f  S a l a r y  C o s t s

1 .  A c c o u n t i n g  T e c h n i c i a n  I ,  R a n g e  1 2 - A
S a l a r y  $ 2 4 . 9
B e n e f i t s   9_.3

T o t a l  JT4 71

N o  o t h e r  p o s i t i o n  c o s t s  w i l l  b e  n e c e s s a r y .

Page 2 of 3



Position T itle
A c c o u n t i n g T e c h n i c i a n  I

No. o f Positions 
1

R ^t^e/Stcp
Barg' U nitGGU

1 tmc Status Staff  Months Location Election District .

F u l l - t i m e 12 J u n e a u

I'ypc o f Expenditure Amount

1 2 3

Salary $ 2 4 . 9

• ■ ■ j  fBenefits 9 . 3

Premium Pay

Other

Total Personal Services $ 3 4 . 1 $ 3 4 . 1

Travel

Contractual

Commodities

Equipment

Other

Total Cost $ 3 4 . 1

Funding Source for Total Cost

Federal Receipts 1002

G. F. Match 1003

General Fund 1004 $ 3 4 . 1

G F Program Receipts 1005

Other

Justification

T h i s  p o s i t i o n  w i l l  b e  t h e  a c c o u n t i n g  c o n t a c t  

f o r  t h e  L o a n  F u n d .  T h e  p o s i t i o n  w i l l  o v e r s e e  

p a y m e n t  a n d  t r a c k i n g  o f  l o a n s  t o  c o m m u n i t i e s ;  

a s s u r e  t h a t  a l l  p a y m e n t s  a r e  m a d e  i n  a c c o r d a n c e  

w i t h  a  p r o p e r l y  e x e c u t e d  s p e n d i n g  p l a n  d e v e l o p e r  

b y  t h e  c o m m u n it y  a n d  p r o f e s s i o n a l  s t a f f  i n  t h e  

r e g i o n a l  o f f i c e s .  W h e n  p a y b a c k  o f  t h e  l o a n s  

b e g i n s  i n  o n e  t o  t w o  y e a r s ,  t h i s  p o s i t i o n  w i l l  

b e  r e s p o n s i b l e  f o r  c o n t r o l l i n g  r e c e i p t s  a n d  

t o  a s s u r e  t h a t  a l l  l o a n s  i n  r e p a y m e n t  p r o c e e d  

a s  a g r e e d .  T h i s  p o s i t i o n  w i l l  r e c o r d  l o a n s  

o n  t h e  s t a t e  a c c o u n t i n g  s y s t e m  a n d  b e  r e s p o n s ­

i b l e  f o r  y e a r - e n d  r e c o n c i l i a t i o n  o f  t h e  a c c o u n t

R e q u e s t  F o r  

N e w  P o s i t i o n

Agency C o m m u n it y  a n d  R e g i o n a l  A f f a i r s  

BIUJ A d m i n i s t r a t i o n  a n d  S u p p o r t  

Dinponcnt A d m i n i s t r a t i v e  S e r v i c e s ____________
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P. O . B O X  A A  
J U N E A U  99811 
(907) 4 6 5 *3 5 2 0

TO: The Honorable Steve Cowper
Governor of Alaska

FROM: Cabinet Subcommittee on
Economic Dislocation

DATE: October 15, 1987

SUBJECT: Committee Recommendation

OVERVIEW

Over the past six weeks, the Cabinet Subcommittee on Economic 
Dislocation has met on several occasions to address the economic 
distress occurring in many Alaskan communities. There is an emergent 
economic crisis in rural Alaska; i t  is one of the most significant 
issues facing the State. There are two immediate manifestations of the 

*. crisis:

1. POTENTIAL DEFAULT OF LOCAL GOVERNMENTS. Approximately 40 small 
local governments are in danger of default. This danger is 
manifested by unpaid Internal Revenue Service withholdings (some on 
the order of $100,000), unpaid FICA withholdings, past due b i l ls  to 
creditors, unpaid salaries to employees, discontinued insurance 
premiums, no funding to address audit exceptions, and perhaps most 
importantly, an inabil ity to maintain and operate their newly 
constructed capital projects (water & sewer fac il i t ies, schools, 
health cl inics, electrical ut i l i t ies , etc).

2. INCREASING INDIVIDUAL POVERTY. Many of the communities 
throughout the State which have sent petitions to the Governor's 
office asking that they be declared economic disaster areas, 
indicate that residents of these communities face serious personal 
deprivation as winter approaches. They attribute this to a loss.of 
personal income and reductions in public sector programs.

There were three categories of disasters discussed: natural, individual 
and community economic dislocation. The State has existing programs in 
place that assist those facing natural and individual disasters. The 
Department of Military & Veterans Affairs (DMVA) has the capability to 
respond to natural disasters, (i .e. ,  floods, earthquakes, fires). The 
Department of Health and Social Services (DHSS) and/or the Department of 
Labor (DOL) respond to individual economic distress through such 
institutional programs as Aid to Family with Dependent Children, Food



j • S tam ps, Unemployment B e n e f i t s ,  e t c .  No c u r r e n t  program e x i s t s  t h a t
addresses  th e  needs o f  com m u n it ie s  s u f f e r i n g  a w id e  s c a le  econom ic  
d i s l o c a t i o n ,  t h e r e f o r e ,  t h i s  c o n m it t e e  fo c u s e d  on th e  broader  q u e s t io n  
o f  econom ic  d i s l o c a t i o n  o f  c o m m u n it ie s .

I t  i s  im p o r ta n t  t o  n o te  t h a t  many i n q u i r i e s  were r e c e iv e d  from  
i n d i v i d u a l s  and b u s in e s s  e n t e r p r is e s  who have a l s o  s u f f e r e d  econom ic  
d i s t r e s s .  I t  was g e n e r a l l y  agreed  t h a t  i t  i s  n o t  th e  f u n c t i o n  o f  t h i s  
Com m ittee t o  m i t i g a t e  th e  econom ic  s i t u a t i o n  o f  p r i v a t e  b u s in e s s e s .  I t  
i s ,  how ever , n e c e s s a r y  t h a t  a d e p a r tm e n t  or  c o m m it te e ,  w i t h  t h e  
a p p r o p r ia t e  t e c h n ic a l  k n o w le d g e ,  a ddress  t h i s  is s u e  i n  th e  near  f u t u r e .

A w id e  range o f  d i s c u s s io n  was h e ld  by t h e  Com m ittee  w i t h  r e s p e c t  to  
d e f i n i n g  econom ic  d i s l o c a t i o n ,  as w e l l  as t h e  e x t e n t  o f  th e  S t a t e ' s  
response  t o  a/i e c o n o m ic a l l y  d i s l o c a t e d  com m u n ity . W h i l e  th e  Com m ittee  
w i l l  n o t ,  i n  t h i s  o v e r v ie w ,  recap  a l l  o f  th o s e  d i s c u s s i o n s ,  s u f f i c e  i t  
t o  say t h a t  th e  Com m ittee  agreed  t h a t  i t  w o u ld  be u n w ise  to  c r e a t e  a new 
poo l o f  moH°Y a a S n S B S E S g  S S M E S S n i Z  5  UMUI‘ —

p p M c a l i o n , The f e a r  was t h a t  e v e r y  com m unity  i n  A la s k a  w ou ia  d e c la r e  
nem selves an econom ic  d i s a s t e r  and a p p ly  f o r  paym ent.

RECOMMENDATIONS

In  a d d r e s s in g  how th e  S t a t e  s h o u ld  a s s i s t  a com m unity s u f f e r i n g  from  
econom ic d i s l o c a t i o n ,  i t  was n o te d  t h a t  s t r i c t  d e f i n i t i o n a l  c r i t e r i a  
c o u ld  e x c lu d e  c o m m u n it ie s  t h a t  were i n  an o b v io u s  s t a t e  o f  econom ic  
d is t r e s s  because t h e y  w o u ld  n o t  f i t  w i t h i n  t h e  param eters o f  a s p e c i f i c  
d e f i n i t i o n .  T h e r e f o r e ,  i t  i s  t h e  b e l i e f  o f  t h e  Com m ittee  t h a t  c e r t a in  
m in im a l s ta n d ar d s  s h o u ld  be e s t a b l i s h e d  w h ic h  w o u ld  p e r m it  a g r e a t e r  
degree  o f  o b j e c t i v i t y  i n  d e c l a r i n g  a com m unity an econom ic  d i s a s t e r ,  b u t  
a t  t h e  same t im e ,  w o u ld  n o t  r e s t r i c t  t h e  S t a t e ' s  response  e f f o r t s .

1 .  I t  i s  t h e  consensus  o f  t h e  Com m ittee  t h a t  th e r e  s h o u ld  be a 
le a d  a g e n c y ,  and t h a t  th e  D epartm ent  o f  Community and R e g io n a l  
A f f a i r s  (C&RA) i s  b e s t  s u i t e d  f o r  t h i s  t a s k .

The process  w o u ld  b e g in  w i t h  a com m unity s u b m i t t i n g  an 
a p p l i c a t i o n  i n  t h e  form o f  a r e s o l u t i o n .  The  r e s o l u t i o n  w ou ld  
be s u b m it te d  to  C&RA and w o u ld  r e q u e s t  th e  G overn o r  to  d e c la r e  
th e  com m unity  an econom ic  d i s a s t e r .  A p p l i c a t i o n s  w o u ld  o n ly  
be a c c e p te d  from a c o m m u n ity 's  g o v e r n in g  body  ( i . . ,  c i t y  
c o u n c i l ,  borough a s s e m b ly ,  IR A  c o u n c i l  or  t r a d i t i o n a l  
coun c i l ) . ? The  r e s o l u t i o n  must s t a t e  a w i l l i n g n e s s  t o  s u b m it  
t o  a " f u l l  f i n a n c i a l  r e v ie w ,  and a b id e  by t h e  .recomm e n d a t io n s 

__made~by;-£&RA_-to m i t i g a t e  t h e  d i s a s t e r  even when t h i s  i n c lu d e s  
l a y o f f  o f  em ployees and t h e  shu t-dow n  o f  f a c i l i t i e s  .A  In  
c o n ju n c t io n  w i t h  th e  r e s o l u t i o n ,  t h e  com m unity  s h o u ld  s u b m it  a 
c o m p le te  s ta te m e n t  o f  w hy , i n  t h e i r  o p i n i o n ,  th e y  are  
e x p e r ie n c in g  an econom ic  d i s a s t e r  and a proposed  m i t i g a t i o n  
p la n  i d e n t i f y i n g  th e  c o m m u n ity 's  e f f o r t s  t o  r e s o lv e  the  
s i t u a t i o n .

3 . C&RA w o u ld  upon r e c e i p t  o f  th e  r e s o l u t i o n ,  com m unity  s ta te m e n t  
and m i t i g a t i o n  p l a n ,  c o n d u c t  a th o ro u g h  a n a l y s i s  o f  th e  
s i t u a t i o n ,  and d e te r m in e  w h eth e r  th e  com m unity  has the  
resources  t o  overcome th e  prob lem  l o c a l l y ,  or  w h eth er  S t a t e  
in v o lv e m e n t  i s  n e c e s s a r y .  In  t h a t  p r o c e s s ,  C&RA w o u ld  be

t * <r/-'if, I !/>■?•/
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given authority to request technical assistance from other 
departments. For example, the Department of Environmental 

.. f Conservation (DEC) may be asked to analyze water and sewer
■U'CfrOf vfr facilities to determine whether portions of those facilities

could be safely shut down or integrated into a smaller system. 
DOL may be asked to provide statistical analysis which would 
be useful to C&RA concerning unemployment or other demographic 
information. The Department of Fish & Game (ADF&G) may be
asked to determine wildlife and fisheries resources available

int/run/no (. „</,/ a possible special subsistence harvest, if appropriate.
b e a d  DHSS may be asked to provide technical assistance in

expediting individual programs, such as food stamp 
distribution. DMVA would be called upon in the event that 
life, health or public safety of a community is threatened.

i . . 4. - Upon completion of C&RA's analysis, they would provide the
m  a ’KOi/ v/ Governor with information that would include a description of

aAv^f - i<•••■/ l'wl *(f the problem, a. recommended course of action, possible
solutions to prevent‘~recurrence a7i T̂'’recommendation as to 

. whether a declaration of economic disaster ought to be made.

5. When C&RA determines it applicable, the Department has the
discretion to provide, or make arrangements, for management 
training for municipal officials.

6. The Committee understands that in many instances only the
, availability of additional funding will overcome the current

crisis situation. Therefore, it is our recommendation that 
communities that qualify for economic disaster status may be 
permitted to borrow an amount equal to 50% of the community's 
FY87 municipal assistance and revenue sharing, with repayment 
being amortized over a five-year period. It is important to 
note here that it is implicit in the Committee's 
recommendation that revenue sharing and municipal assistance 
not be significantly reduced. (See Attachment 1 for 
documentation of impact of reduction in municipal assistance 
and revenue sharing on rural communities.) The source of this 
forward funding could be the newly created reserve account, a 
general fund appropriation, or other funding source. The loan 
fund allocated to C&RA would then be awarded by the 
Commissioner pursuant to a detailed spending plan by the 
community in conjunction with C&RA staff and only those 
expenditures which had the prior approval of the Department 
would be paid. Tracking, monitoring and auditing would 
conform to a similar process in place within DMVA for dealing 
with natural disasters.

7. When a community applies for economic disaster status, the 
Department of Commerce and Economic Development (DCED), in 
conjunction with DOL, should also review the application to 
determine whether a proclamation should be issued pursuant to 
AS 44.33.285 et seq.

i. ,o .̂ 8.) In the course of the review of applications for rural
,v/jr o 'lhn ' development block grants that additional points be allowed to

those communities who have been declared an economic disaster.
: o n  ■



/ 9. The administration continue to support passage of SB263 which
would provide an opportunity for granting agencies to relieve 
some communities' financial difficulties. (See Attachment 2)

1.1 10. DCED and ADF&G review the present situation of the fishing
Cr.(i\f)'ir(r ■ industry in southeast and western Alaska to determine the

qX ' W  appropriateness of lean payment dpferrals and recommendations
^ for reallocation of stocks both h* gear and species.

11. In the event of widespread individual hardship, a contact 
111 should be established in your office to alert the proper

agency's designees to work in conjunction with voluntary 
organizations who are active in disasters.

12. The administration should promote-^^o^^yy^lKrtFwee+d- 
.emphas4ze necessary capital projects normally completed by 
Alaska residents with additional rpj^jjjpr^winri nivpn to 
^no^ects^Jncommurviti^F^de^^^^i^EHHflElLllLiStijifiLSThis 
proposal snould t'ocus on small to medium sized projects that 
are going to be required in any event, and are merely 
accelerated by this process.

DEPARTMENT FISCAL NOTES 
The attached fiscal note document the funding needs to effectuate this 
proposal. (See Attachment 3). It is estimated that the loan funds
required would amount to ___  million dollars. Technical assistance and
administrative funds are estimated at one million two hundred and 
seventy three thousand. These funds would cover both FY88 and FY89.

CONCLUSION
The timing on this matter is critical. It is apparent that many 
communities (all of which are western villages), are on the brink of 
bankruptcy. Therefore, it is imperative that a decision regarding 
whether to proceed with this concept be implemented in an expeditious 
fashion. It is our hope that the timing of our recommendations are such 
as to provide you with adequate time to prepare your policy for dealing 
with economically distressed communities by November 11th, the date of 
the Alaska Municipal League conference.

/f'-ryO " k f /} )■/ '
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Fiscal Note

D ep ar tm ent of Community and Re g i on a l Af fairs 
M un icipal and Regional  A s s i s t a n c e  D ivisio n

for
Economic Dis lo c at i on  C om mitt ee  

October 13/ 1987

Local Government A ssistance

FY/88 SUPPLEMENTAL

Assuming be ginning activities on Fe br uary 1, 1988, the
following reflects five months of new po si tions and the 
associated support funds:

O bj e ct iv e Funding

Personal Services $147.0
Travel 66.0
Contractu al  Services 45.0
Supplies -0-
Equipment -0-

TOTAL $258.0

Note: Th i s  fiscal note reflects Loca l Go ve rnment S p ec ia l is t s
placed in five regional offices (Nome, Bethel, Dil lingham, 
Fairbanks and Anchorage) that will pr ovide direct as si st an c e to 
the communities as well as one ac countant  which will pr ovi de
very technical support to the on-site technicians. 
Additionally, the provi sion of effective direct technical 
assistance in rural Alaska requires extensive travel. This 
fiscal note allows for adequate travel to support staff while
working in the affected communities. Finally, the devel op me nt 
and distri bution of technical assistance material s in support 
of the financial and accounting assista nc e is an integral part
of the financial assistance and, t h e r e -' :e, is included in this
request. The publica ti on s will be . s o u r c e  documents which 
remain with the communities; ad dressing such issues as 
estimating O&M  costs for capital facilities, de veloping revenue 
options and projections, and es tablishing cash controls and 
accountability techniques.



FY/89 PROPOSED BUDGET

Personal Services 
Travel
Contractual Services 
Supplies 
Equipment 
Gran ts/Contr ac ts

$352.9
158.0
149.0

TO TAL

2.Q
139.0 (Data Processing)
120.0 (Community P r o f il e s 

$920 .9 Computer Program)

NOTE: This portion of the fiscal note fully funds (for a 12
mon th period): six po si ti o ns  noted above in the FY 88
Su pplemental, fully funds the increased travel associated with 
assisting communities with their fi nancial problems, and 
pr ovides funding for the co nt ractual ser vices associa ted with 
develo ping a full spectrum of financial public ations ne ce ssary 
to pr ov ide communities with resource materials.

Ad ditionally, the proposed FY 89 budget includes a C o m m u n it y  
Profile s Computer Program. In recent years, a major so ur ce of 
cash in rural Alaska was capital pro j ec t s which created 
numerous short term c o ns t ru ct io n jobs and a few longer term 
service positions. However, it is now clear that the sudden 
influx of capital projects created a fiscal time bomb in many 
rural co mmunities and the com mu nities are now about to feel its 
impact. Wi t h tighter constra in ts  on funding and more stringent 
oversight, the ma gnitude of the p ro blems resulting f r o m  a 
general lack of management and financial record keeping skills 
is coming to light. Th is  situa tion has been exacerbated by the 
ad ditional financial pressu re  placed on communities by the 
mainten ance and operating costs of these same capital 
projects. Furthermore, if local g ov er nm ents lose the ca pa c it y  
to a de qu ately maintain their recent installed infrastructure, 
these capital projects will fall quickl y into dis repair and 
ruin, representing a loss to the State of well over 800 m i ll io n  
d o l l a r s .

To establish a more precise base for future e va lu at ion of 
co mmunity assistance needs and p r o g r a m  responses, the 
Department pro poses to establish and ma i nt ai n  a co mm u ni t y 
profile database containing current information on the 
m ai ntenance and operation characteristics, including costs, of 
all public facilities in each community. The condition of the 
extensive infrastructure erected in rural Alaska in recent 
years, and the impact on co mm unities of ma intaining and 
op erating that infrastructure, are largely unknown factors. 
This data ba se  would also track infor mation on the numbe r of 
facilities which are inadequately m ai n ta in e d or are ab an d on e d 
as a result of declining oil revenues.



W it h  this information, and other local g overnmen t and lan d-use 
inf ormation that would be  included, the Department w o u l d  be 
able to target its outreach assista nc e and training p r o g r a m  to 
address the most serious p r o b l e m s  such as how to maintain basic 
health and safety services and facilities. Thi s database would 
also p r o v id e  a basis for c r i t e r i a  for fu ndi ng future capital 
pro jects or for appr opriating funds to assure  that at least the 
existing capital investments related to health and public 
safety are operated and maintained. Thi s effort c o ul d  be 
contra cted out at an e s t i m a t e d  cost of $2,000 per community. 
If uninco r p or at e d c o mmuni ti es  are included, the number is 
around 250; however, the D e p a r t m e n t ' s  short range strategy is 
address the most hard hit communities first. This year's 
f unding request would p r o v i d e  fundin g for 60 communities wi th  a 
focus on Interior regions. On ce  installed, the update and 
m a in t en a nc e  of this database cou ld be co vered by existing staff 
at no additional ongoing costs. (BRU: Local G overnme nt
As sistance, 120.0)

Finally, the Department p r o p o s e s  to increase the capabilities 
of its regional office s t r u c t u r e  to respond effectively to the 
rural crisis. The strategy to achieve this is to improve the 
e lectronic communications and data pr oc e s s i n g  capabilities of 
the Dep ar t me n t' s regional offices.

The  strategy includes develo pm en t of a centralized 
g r ants /c on tracts data ba s e and in fo rmation system. This 
pro vides funding for the pu r ch a se  of new data proc es s i ng  
equipment; upgrades in e x i s ti n g hardw ar e and software; and 
m a inte na nc e of purchased equipment. (BRU: Adm in i st ra t io n  and
Support, 139.0)
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MEMORANDUM State of Alaska
Commu n i t y  and Regional Affairs

DATE; N ov em oe r 24, 1987 

FILE NO: 0 010A / D GH/PKP /p p

T0 The H o n o r a b l e  Stephen M c A l p i n e  
L i e u t e n a n t  Gove rn or  
C ha i rm an , Econo mic D is location

C o m m i tt e e STATE OF AWJSHWw* a65. 4700
' F  ^  p  n p  p \  4bb 4/UU

' ; • \ ; . I i ;in
«■; 2: '97

ftom: David G. Hoffm^n|£ 
Com mi s si o ne r

PT: Ec o no m ic  Dis locatio n 
Survey - Pre liminary  
Report

A t t a c h e d  is a copy 
Dislo c at i on  S u r v e y .

LIEUTENANT GOVERNOR
P r e l i m i n a r y  Rep or t on the E co nomicof the 

This report_______________ _  provides a general picture of
the st ru ggle com munities  a re  facing as they continue their 
efforts to m a i n t a i n  public facilities and provide pub li c  
services during these days of de c lining  revenues.

As you are aware, De pa r tm en t  staff are in the process of 
c on d uc ti n g a more extensive analysis of all available data 
(including in for ma t io n  o b t a i ne d from the Department's of 
Ad mi ni s tr a ti o n,  En vironme nt al  Co ns ervatio n,  Reven ue  and Labor). 
The results of that ana ly sis, together with specific 
r e c o m m e n d a t i o n s  for minimi zi n g the problems communities are 
facing, will be presented in a final report in late December.

S in ce  you received a copy of the report during the Alaska 
M un i ci pa l  L e ag ue  Convention, the main purpose of this me mo ra ndum 
is to invite specific rec om m e nd a ti o ns  re garding what issues 
should be a dd ress ed  in the final report.

In addition to the report, I have attached a copy of the su rv ey 
question na i re .  Pleas e feel free to identify any specific 
qu e st i on s  or combi na ti on of q u e s t i o n s  on which you would like us 
to report.

Attachments: as stated

cc: Marty  Ru th erf ord, Director
Municipal and Regional 

A s s i s t a n c e  Division

Mike Harper, Director 
Rural D e v e l o p m e n t  Divisio n

Rem on d Henderson, Director 
A d m i n i s t r a t i v e  Services

02001A|Rev 10/79)



S ta te  o f  A la s k a  
S te v e  C o w p e r ,  G o v e r n o r

D e p a r tm e n t  o f  C o m m u n i ty  a n d  R e g io n a l  A f f a i r s  
D a v id  G . H o f f m a n ,  C o m m is s io n e r

N o v e m b e r  1987  
\ _____________________________________________________

P r e l im in a r y  
R e p o r t  O n  T h e  

E c o n o m ic  D is l o c a t io n  S u r v e y



Preliminary 

R e p o r t  O n  T h e  

E c o n o m i c  Dislocation S u r v e y

S u m m a r y

T h e  D e p a r tm e n t  o f  C o m m u n ity  a n d  R e g io n a l A ffa irs  s u rv e y e d  128 c itie s  a c ro s s  th e  s ta te  fo r  
th e  E c o n o m ic  D is lo c a tio n  S u rv e y . T h e  r e s u l ts  o f  th is  s u rv e y  in d ic a te  th e  d o w n tu r n  in  th e  s ta te 's  
e c o n o m y  h a v e  r e s u l te d  in  s ig n if ic a n t  e ffec ts  to  A la s k a 's  s m a ll  c itie s . A s th e  fu ll  im p a c ts  o f  th e  
S ta te 's  e c o n o m y  f il te r  o u t  to  s m a ll  c itie s  th e re  c o u ld  b e  e v e n  m o re  s ig n if ic a n t  r e s u l ts .

B asic  p u b l ic  h e a l th  a n d  sa fe ty  s e rv ic e s  s u c h  as  fire , p o lic e , h e a l th ,  w a te r  a n d  s a n i ta t io n  h a v e  
b e e n  r e d u c e d  a c ro s s  th e  S ta te  in  a n  e ffo r t  to  a c c o m m o d a te  d e c lin in g  r e v e n u e s . C itie s  in  th e  
Y u K o n -K u sk o k w im  D e lta , B e r in g  S tra its  re g io n , N o r th w e s t  A rc tic  B o ro u g h , a n d  th e  D o y o n  
r e g io n  a p p e a r  to  b e  th e  m o s t  n e g a tiv e ly  im p a c te d . H o w e v e r ,  e v e ry  r e g io n  o f  th e  S ta  2 r e p o r ts  
a n  in c re a s e  in  th e  n u m b e r  o f  c itie s  w i th  r e s id e n ts  w h o  a re  h a v in g  d if f ic u l ty  p a y in g  fo r  
m u n ic ip a l  se rv ic es .

T h e  s m a lle r  s e c o n d  c la ss  c itie s  a re  m o re  d e p e n d e n t  u p o n  S ta te  R e v e n u e  S h a r in g  th a n  th e  la rg e  
m u n ic ip a l it ie s .  I f  f u r th e r  r e d u c t io n s  o c c u r  in  th is  p r o g ra m  i t  c o u ld  r e s u l t  in  e v e n  g r e a te r  c u ts  
to  b a s ic  m u n ic ip a l  se rv ic e s . B e c a u se  o f  lo ca l e c o n o m ic  c o n d it io n s  i t  is u n l ik e ly  th a t  m o s t  c itie s  
w ill b e  a b le  to  in c re a s e  tax es  o r  s e rv ic e  c h a rg e s  to  f u n d  p u b l ic  h e a l th  a n d  s a fe ty  se rv ic e s .

F in a lly , th e  s u rv e y  in d ic a te s  th a t  a  s ig n if ic a n t  n u m b e r  o f c itie s  a re  r e p o r t in g  p o p u la t io n  
m o v e m e n ts  in to  o r  o u t  o f  c o m m u n it ie s  in  s e a rc h  o f  w o rk . I t  a p p e a r s  th a t  th e  la r g e s t  s h a re  o f 
m ig r a t in g  fa m ilie s  f ro m  s m a ll  c itie s  a re  m o v in g  to  A la s k a 's  u r b a n  c e n te rs .

I n t r o d u c t io n

D u r in g  O c to b e r , 1987, th e  D e p a r tm e n t  o f  C o m m u n ity  a n d  R e g io n a l A ffa irs , D iv is io n  o f  
M u n ic ip a l  a n d  R e g io n a l A ss is ta n c e , c o n d u c te d  a  te le p h o n e  s u rv e y  o f  to p  c ity  o ffic ia ls  o f 
A la s k a n  m u n ic ip a l i t ie s .  T h e  s u rv e y  w a s  d e s ig n e d  to  g a th e r  in fo rm a t io n  o n  th e  e c o n o m ic  
im p a c ts  c u r r e n t ly  e x p e r ie n c e d  b y  th o s e  m u n ic ip a l i t ie s  o u ts id e  o f  th e  m a jo r  m e tr o p o l i ta n  a re a s .

T h is  p r e l im in a r y  s u rv e y  d a ta  h a s  b e e n  p r e s e n te d  o n  a  s ta te w id e  b a s is ,  b y  r e g io n s  o f  th e  s ta te , 
a n d  b y  c o m m u n ity  s iz e . T h e  in te n t  o f  th e  s u rv e y  is  to  fo c u s  u p o n  th e  m o re  p r o f o u n d  a n d  
w id e s p r e a d  e c o n o m ic  is s u e s  c o n f ro n tin g  A la s k a n  c o m m u n it ie s . T h e  D e p a r tm e n t  p la n s  to  
re le a s e  a  m o re  c o m p le te  r e p o r t  a n d  a n a ly s is  o f  th e  s u r v e y  d a ta  in  D e c e m b e r .
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M u n ic ip a l  FY  88 B u d g e t  R e d u c t io n s

W ith  th e  r e c e n t  d o w n tu r n  in  th e  s ta te 's  e c o n o m y  th e re  h a s  b e e n  a  re c ip ro c a l  r e d u c t io n  in  
m u n ic ip a l  r e v e n u e s  a n d  e x p e n d itu re s .  F o r th e  c itie s  in  th e  s u rv e y  s a m p le , i t  a p p e a r s  th a t  a n  
o v e rw h e lm in g  m a jo r i ty  h a v e  r e d u c e d  b u d g e ts  th is  f isca l y e a r. T h e  D e p a r tm e n t  w ill b e  
in c o r p o r a t in g  a d d i t io n a l  d a ta  o n c e  th e  a n a ly s is  o f  th is  y e a r 's  R e v e n u e  S h a r in g  a n d  M u n ic ip a l  
A s s is ta n c e  a p p lic a t io n s  is  c o m p le te . T h e  fo llo w in g  th re e  c h a r ts  p r e s e n t  m u n ic ip a l  b u d g e t  
r e d u c t io n s  s ta te w id e , b y  r e g io n , a n d  b y  c ity  size :

C h a r t  1 . P e r c e n t a g e  o f  S u r v e y e d  M u n i c i p a l i t i e s  
w i t h  B u d g e t s  R e d u c e d  F r o m  P r e v i o u s  Y e a r

Home Rule Municipalities

1st Class Cities

2nd Class Cities y / / / / / / / / / / / / / / / / .

77.8%

66.7%

81.1%
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Chart 2. Percentage o: Surveyed Municipalities (By Region) 
With Budgets Reduced From Previous Year
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Chart 3. Percentage of Surveyed Municipalities (By Community Size) 
with Budgets Reduced From Previous Year
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M u n ic ip a l  S e rv ic e s  R e d u c t io n s

T h e  r e d u c t io n s  in  S ta te  R e v e n u e  S h a r in g  (SRS) a n d  M u n ic ip a l  A s s is ta n c e  (M A ) c o m b in e d  w ith  
th e  d o w n tu r n  in  lo c a lly  g e n e ra te d  m u n ic ip a l  r e v e n u e s  h a v e  r e s u l te d  in  a  r e d u c t io n  in  th e  
se rv ic e s  p r o v id e d  b y  c itie s . O f  th e  c itie s  s u rv e y e d , 95%  h a v e  h a d  to  r e d u c e  a t  le a s t  o n e  se rv ic e . 
T h e  c h a r ts  b e lo w  in d ic a te  w h ic h  s e rv ic e s  h a v e  b e e n  r e d u c e d  th is  y e a r; s ta te w id e ,  a n d  b y  
reg io n :

C h a r t  4. P e rc e n ta g e  o f  S u r v e y e d  M u n ic ip a l i t i e s  S ta te w id e  w h ic h  
H a v e  R e d u c e d  S e rv ic e s  T h is  Y e a r
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C h a r t  5. P e rc e n ta g e *  o f  S u r v e y e d  M u n ic ip a l i t i e s  (B y  R e g io n )  
W h ic h  H a v e  R e d u c e d  E s s e n tia l  S e rv ic e s

For each service, the three regions with the greatest 
___________  percentages of reductions are highlighted

Maintain
Fire Police Health Roads Water Sewer

Aleutians -0 - 40 17 40 17 -0 -
Bering Straits 27 90 67 67 13 -0 -

Bristol Bay 26 33 12 32 7 -0 -
Doyon 21 20 23 37 24 11

Xodiak 33 -0 - 25 67 17 20
Northwest Arctic -0 - 100 44 44 33 50

Southcentral 7 22 38 36 8 9
Southeast 16 58 28 47 17 29

Yukon Kuskokwim Delta 42 56 35 52 22 9

Note; The above percentages are based upon those cities providing services. 
Services for the Artie Slope region are provided by the North Slope Borough.
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T h e  r e d u c e d  a b il i ty  o f  fa m ilie s  to  p a y  m u n ic ip a l  s e rv ic e  c h a rg e s  c o m p o u n d s  th e  p ro b le m  o f  
r e d u c e d  c ity  r e v e n u e s . T h e  fo llo w in g  c h a r ts  id e n t ify  w h e r e  th e  im p a c ts  o f  r e d u c e d  a b il ity  to  
p a y  fo r  m u n ic ip a l  s e rv ic e s  a re  b e in g  e x p e r ie n c e d :

C h a r t  6. P e rc e n ta g e  o f  S u r v e y e d  M u n ic ip a l i t i e s  (B y  R e g io n )  
R e p o r t in g  A n  I n c r e a s e d  N u m b e r  O f  F a m il ie s  E x p e r ie n c in g  

D i f f i c u l ty  I n  F a y in g  F o r  S e rv ic e s

Aleutians 
Arctic Slope 

Bering Straits 
Bristol Bay 

Doyon 
Kodiak 

Northwest Arctic 
Southcentral 

Southeast 
Yukon Kuskokwim Delta

10 20 30 40 50 60 70 80 90 100 %

C h a r t  7. P e rc e n ta g e  o f  S u r v e y e d  M u n ic ip a l i t i e s  (B y  C o m m u n i ty  S iz e )  
R e p o r t in g  A n  I n c r e a s e d  N u m b e r  O f  F a m il ie s  E x p e r ie n c in g  

D i f f i c u l ty  I n  P a y in g  F o r S e rv ic e s
Population 

0-150

151 - 300 

301 - 450 

451 - 600 

601 - 750 

Over 750

33%
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100%
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M u n ic ip a l  E f fo r ts  A n d  A b i l i ty  to  I n c re a s e  R e v e n u e s

E v e n  th o u g h  43%  o f  th e  c itie s  s u rv e y e d  r e p o r t  th a t  th e ir  c it iz e n s  a re  n o t  a s  w e ll  o f f  th is  y e a r  as 
la s t  y e a r , th e  s u r v e y  s h o w s  th a t  a  s ig n if ic a n t  n u m b e r  o f  m u n ic ip a l i t ie s  h a v e  in c re a s e d  lo ca l 
r e v e n u e s . T ra d it io n a l ly , c itie s  r a is e  n e e d e d  re v e n u e s  b y  in t r o d u c in g  o r  in c re a s in g  sa le s  tax es , 
p r o p e r ty  tax e s  a n d  se rv ic e  c h a rg e s . T h e  la c k  o f  a  s t r o n g  lo ca l e c o n o m ic  b a s e  a n d  li t t le  ta x a b le  
p r o p e r ty  m a k e  i t  d if f ic u lt  fo r  s m a ll  r u r a l  c itie s  to  in c re a s e  r e v e n u e s  th ro u g h  th e s e  t ra d i t io n a l  
m e a n s . T o  in s t i tu te  n e w  o r  h ig h e r  tax e s  c o u ld  f u r th e r  s tre s s  a  f ra g ile  e c o n o m ic  s t ru c tu re .  T h e  
c h a r t  b e lo w  id e n tif ie s  h o w  m a n y  o f  th e  c itie s  s u rv e y e d  h a v e  b e e n  a b le  to  in c re a s e  lo c a lly  
g e n e ra te d  re v e n u e s .

C h a r t  8. P e r c e n t a g e  of S u r v e y e d  M u n i c i p a l i t i e s  ( B y  C o m m u n i t y  Size) 

W h i c h  H a v e  R a i s e d  T a x e s  A n d  Se rv ic e C h a r g e s

■  S a le s  T a x  SS3 P r o p e r ty  T a x EU S e rv ic e  C h a r g e

30 

25 

20 

%  15 

10 

5' 

0

rr
15: -

M

14

I

24

21

&

1
10

J" 0 0

29

24 5

21F

0  * 1 5 0  151  -  3 0 0  30 1  * 4 5 0  451 -  600  601 ’ 75 0  O v e r  750

C o m m u n i t y  S iz e

S R S /M A  I m p a c t  o n  M u n ic ip a l  B u d g e ts

E ach  y e a r  th e  S ta te  R e v e n u e  S h a r in g  (SRS) a n d  M u n ic ip a l  A s s is ta n c e  (M A ) p r o g ra m s  p r o v id e  
m u n ic ip a l i t ie s  w i th  e s se n t ia l  o p e ra t in g  re v e n u e s . T h e  r e d u c t io n  in  f u n d in g  fo r  e a c h  o f  th e se  
tw o  p r o g ra m s  f ro m  FY '86 to  FY  '88  a m o u n t  to  a  l i t t le  less  th a n  32% . T h e s e  r e d u c t io n s  h a v e  a n  
e sp e c ia lly  la rg e  im p a c t  o n  th e  s e c o n d  d a s s  d t ie s  a s  a  s ig n if ic a n t p o r t io n  o f  th e ir  b u d g e ts  c o m e  
f ro m  th e s e  p r o g r a m  s o u rc e s .

V
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M ig r a t io n  o f  R e s id e n ts  F ro m  R u ra l  S m a ll  C it ie s

T h e  re c e n t  m ig r a t io n  o f  u r b a n  r e s id e n ts  f ro m  th e  s ta te 's  m a jo r  c itie s  to  p o in ts  o u ts id e  o f  A la s k a  
is  d ire c tly  r e la te d  to  th e  d o w n tu r n  in  th e  s ta te  e c o n o m y . R e s id e n ts  o f  A la s k a 's  s m a l le r  c itie s  a re  
a lso  m ig r a t in g  o u t  o f  s ta te , o r  in to  th e  la rg e r  A la s k a n  c ities . F o r ty  tw o  p e r c e n t  o f  th e  c itie s  
s u r v e y e d  r e p o r t e d  th a t  lo c a l  r e s id e n ts  w e r e  e c o n o m ic a l ly  w o r s e  o f f  th is  y e a r  th a n  th e y  w e r e  
in  th e  p r e v io u s  y e a r . T h e  fo llo w in g  c h a r ts  in d ic a te  th e  p a t te r n  o f  m ig ra tio n  o c c u r r in g  in  ru ra l  
sm a ll c itie s  as r e p o r te d  b y  th e  m u n ic ip a l i t ie s  su rv e y e d :

C h a r t  10. P e rc e n ta g e  o f  S u r v e y e d  M u n ic ip a l i t i e s  (B y  R e g io n )  
R e p o r t in g  P o p u la t io n  M ig r a t io n

H  Outmigration EH Inmigration

Arctic Slope 
Aleutians 14% 

Bristol Bay 43%
Bering Straits 59%

Doyon 43%
Kodiak 33% 

Northwest Arctic 73%
Southcentral 17% 

Southeast 50%
Yukon Kuskokwim Delta 45%
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C h a r t  11. P e rc e n ta g e  o f  S u r v e y e d  M u n ic ip a l i t i e s  (B y  C o m m u n i ty  S iz e )  
R e p o r t in g  P o p u la t io n  M ig r a t io n

Outmigration IS Inmigration
Population

0-150 41%

151 - 300 43%

301 - 450 40%

451 - 600 45%

601-750 75%

Over 750 57% PH

| 100%

80 60 40 20
Outmigration

20 40 60 80 100
Inmigration

V J



Preliminary Report on the Economic Dislocation Survey PAGE SEVEN

T h e  m u n ic ip a l  o ffic ia ls  s u rv e y e d  r e p o r te d  th a t  a  o n ly  a  sm a ll  p e rc e n ta g e  o f  m ig ra t in g  
r e s id e n ts  w e r e  r e m a in in g  in  r u ra l  A la sk a . T h e  g re a te s t  n u m b e r  o f  p e o p le  w e r e  m o v in g  in to  
u r b a n  re g io n a l  c e n te rs  a n d  th e  s ta te 's  la r g e r  c ities . T h e  c h a r t  b e lo w  in d ic a te s  w h e r e  p e o p le  
w e re  r e p o r te d  p r im a r i ly  to  b e  m o v in g .

C h a r t  12. D e s t in a t io n  O f  O u tm ig r a n ts  
A s  R e p o r te d  B y  S u r v e y e d  M u n ic ip a l i t i e s

An Alaskan 
Urban Center 

(58%)

Another Small 
Alaskan Community 

(17%)

Out-of-State
(17%)

Don't Know 
(8%)

A d d i t io n a l  M u n ic ip a l  D e b ts

A  s ig n if ic a n t  n u m b e r  o f  s m a ll  r u ra l  c itie s  h a v e  in c u r r e d  a d d it io n a l  d e b ts  th is  y e a r , p la c in g  
in c re a s e d  p r e s s u r e  o n  l im ite d  b u d g e ts .  T h e  fo llo w in g  c h a r t  id e n tif ie s  w h a t  p e rc e n ta g e  o f  th e  
c ities  s u rv e y e d  h a v e  e n c u m b e re d  w h a t  k in d s  o f  in c re a s e d  d e b t:

C h a r t  13. P e rc e n ta g e  o f  S u r v e y e d  M u n ic ip a l i t i e s  S ta te w id e  
R e p o r t in g  D i f f ic u l ty  I n  P a y in g  D e b ts

Internal Revenue Service

Employment Security Compensation

Audit Costs

Audit Exceptions

Other Costs

14%

22%
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M u n ic ip a l  R e c o m m e n d a t io n s

E ach  c ity  s u r v e y e d  w a s  a s k e d  h o w  th e  , cal e c o n o m ic  s i tu a t io n  c o u ld  b e  im p ro v e d . A s 
e x p e c te d  th e re  w a s  a  w id e  r a n g e  o f  r e s p o n s e s . H o w e v e r ,  th e re  w e re  s e v e ra l  im p o r ta n t  a re a s  
o f  c o n c u rre n c e :

o  T h e  S ta te  n e e d s  to  h e lp  c itie s  d e v e lo p  fac ilitie s  w h ic h  e n h a n c e  th e  u t i l iz a t io n  o f  lo ca l 
n a tu r a l  re s o u rc e s  a n d  p r o v id e  a  s o u n d  e c o n o m ic  b a se . F o r in s ta n c e , a  d o c k  in  
A k u ta n  o r  a  to u r is m  p ro je c t  in  E m m o n a k .

o  In c re a s e  th e  a m o u n t  o f  S ta te  R e v e n u e  S h a r in g  a n d  M u n ic ip a l  A s s is ta n c e  f u n d in g  o r , 
a t  a  m in im u m , n o t  r e d u c e  th o se  f u n d in g  so u rc e s . M a n y  c itie s  a lso  e x p re s s e d  a  d e s ire  
to  h a v e  SRS f u n d in g  fo r  r o a d s  b r o u g h t  b a c k  to  fu ll  fu n d in g .

o  P r o v id e  f in a n c ia l m a n a g e m e n t  te c h n ic a l a s s is ta n c e  to  th e  s m a lle r  c ities.

o  H e lp  c itie s  r e d u c e  th e  c o s t  o f  in s u ra n c e  ra te s .

o  F u n d  c a p ita l  c o n s tru c tio n  p r o g ra m s  w h ic h  w ill p r o v id e  jo b s  to  lo ca l re s id e n ts .

F u tu re  D C R A  R e p o r ts  a n d  R e s p o n s e  to  S u rv e y

D C R A  w ill  d o  a  th o ro u g h  a n a ly s is  o f  th e  c o m m u n ity  s u rv e y  d a ta  p r io r  to  th e  L e g is la tiv e  
se ss io n . S u rv e y  d a ta  w ill  b e  c o m b in e d  w i th  R e v e n u e  S h a r in g  p r o g ra m  d a ta  to  id e n t ify  tre n d s  
a n d  p r e p a r e  a  r e p o r t  w i th  su ff ic ie n t  d e ta i l  to  s u p p o r t  d e lib e ra t io n s  b y  th e  G o v e rn o r  a n d  
L e g is la tu re . T h e  f u tu r e  r e p o r t  w ill  a d d r e s s  th e  a m o u n t  o f  f u n d s  w h ic h  a re  n e e d e d  to  p re s e rv e  
th e  c a p ita l  in v e s tm e n t  w h ic h  th e  S ta te  h a s  m a d e  in  c o m m u n ity  fac ilitie s . A n  a s s e s s m e n t  o f  th e  
a b il ity  o f  lo ca l g o v e rn m e n ts  to  ra is e  th e  f u n d s  to  m a in ta in  th e s e  fac ilitie s  w ill  a lso  b e  in c lu d e d  
in  th e  f in a l  r e p o r t .

M a n y  o f  th e  r e c o m m e n d a tio n s  m a d e  b y  th e  s u rv e y e d  c o m m u n it ie s  a re  c u r r e n t ly  b e in g  
a d d r e s s e d  b y  D C R A . T h e  D e p a r tm e n t 's  n e w  R u ra l  E c o n o m ic  D e v e lo p m e n t  In it ia t iv e  (RED I) 
p r o g r a m  is  d e s ig n e d  to  a d d re s s  th e  n e e d  fo r  f u n d s  to  s u p p o r t  lo ca l e c o n o m ic  d e v e lo p m e n t. 
M u n ic ip a l  a n d  R e g io n a l A s s is ta n c e  D iv is io n  s ta f f  a re  d e v e lo p in g  t ra in in g  m a te r ia ls  a n d  w ill 
b e  p r o v id in g  f in a n c ia l  m a n a g e m e n t  a s s is ta n c e  to  m a n y  o f  th e  c o m m u n it ie s  s u rv e y e d .

In  a d d it io n , th e  D e p a r tm e n t  w ill  b e  c o o rd in a tin g  w i th  th e  D e p a r tm e n t  o f  E n v iro n m e n ta l  C o n ­
s e rv a t io n  a n d  P u b l ic H e a l th  S e rv ic e  to  id e n t ify  c o m m u n it ie s  w h o  m a y  b e  s h u t t in g  d o w n  w a te r , 
s e w e r  o r  w a s h e te r ia  se rv ic e s  in  o r d e r  to  p r o v id e  th e m  e m e rg e n c y  a s s is ta n c e . C o o rd in a t io n  
w ith  o th e r  a g e n c ie s  w ill  b e in i t i a te d  a s  th e  n a tu r e  o f  lo ca l p ro b le m s  is  m o re  th o ro u g h ly  a s se s s e d  
d u r in g  th e  n e x t  tw o  m o n th s .



ECONOMIC DISLOCATION SURVEY

INTERVIEWER:
COMMUNITY: ________

REGION: ____ Ar ct ic  Slope Region
  N or thwest Arctic
  Y-K Delta
  Al e utian s
  So ut hcentra l

AHTNA

CLASS: __  First Class City
  Second Class City
  C om m un it y Asso c ia t io n
  T r a d i t i o n a l / I R A  Council

Mayor (or chief elected official)
City Manager (or or g an iz a ti o n official)
City Clerk   City A d mi ni st rator
C ouncil me mb er _ Vi ce Mayor

LENGTH OF 'TIME IN POSITION:
  Less than 1 yr. __  1 to 3 yrs.
  3 to 5 yrs.   More than 5 yrs.

The pu rp os e of this survey is to determ in e what affect the slow 
down in the Al as ka n ec ono my is having in rural communities.

The re are several parts to the survey, all of which attempt to 
get a more a ccur at e pict ur e of the fi nancial health of rural 
communities. Inf or mation co ll ected from the survey will be 
compiled to giv e regional profiles. I nf or mation on individual 
co mmunities will not be a part of the report.

To help de t e rm in e  what the economic si tuation in your region of 
the State, pl ea se  answer the following questions.

I. MU NICI PA L INCOME

1. Is your operating budget less this fiscal year than last 
years' budget? ____  Yes   No   Don't Kn ow

If your budget is less, which of the fo ll owing best 
de scribes the budget amount?
  50% or less than last years budget
  50% to 75% of last years budget
  Bet w ee n 75% and 100% of last years budget

Don* t Know

PERSON INT ERVIEWED 
IS THE:

POPULATION: _________
(Round to nearest 50)

Doyon
Bering Straits 
Bristol Bay 
Kodiak
Prince W i l l i a m  Sound 
So utheast
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Page Two

Has your city increased, or is your city going to increase 
its tax rate for this fiscal year?

Sales Tax Yes   No Amo un t of Increase

P ropert y Tax Yes ____ No   Am ou nt of Increase

3. Thinking about the future of your co mm un ity over the next 
couple of years, how would you d escribe  its financial 
situation?

  Critical   Serious   Concerned   A c c e p t a b l e    No Pr ob le m

II. M U N I C I P A L / C O M M U N I T Y  S E R V I C E S

1. Does your community provide fire protection? Yes   No _

If yes, has your co mmunity had to reduce the level of this
service in any way? Yes   No __

Have energy costs been a factor in the reduction of this
service?   Yes   No ____ Don't Know

How has the co mm unity reduced the level of this service?

  Re du ce d  Po sitions____________ Re d uc ed  Salaries
  Re d uc ed  Training_________ ____ Eq ui pment not Replaced
  Red u ce d Insurance________ ____ Ma te r ia l s not Repl aced
  Red u ce d  Hours_____________ ____ Reduced Ope ra t io n al  and

M a i n te n an ce  Dollars

2.

If the current financial situation continu es  will you be able 
to con tinue this service?   Yes   No   Don't Know

Does your community provide police prote c ti o n beyond having a 
VPSO position?

Yes No Don't Know

If yes, has your community had 
service in any way? ____ Yes _

to reduce 
No

the level of 
Don't Know

this

If yes, how has the community reduced the cost of pr oviding  
this service?
  Redu ce d  Positions ____ Reduced Salaries
  R e d u ce d  Training ____ Eq uipment not Replace d
  Reduce d Insurance ____ Ma te ri als not R ep laced
  Redu ce d Hours ____ Reduced Ope ra t i on a l and

M a in t e n a n c e  Dollars

If the curren t financial situa tion co ntin ue s will you be able 
to continue this service? ____ Yes   No Don't Know
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I

Does your community provide funding for the pr ov ision of a 
c om mu nity health clinic?

  Yes ____ No   Don't Know

If yes, has your community had to reduce the level of this 
service in any way?   Yes   No   Don't Know

Have energy costs been a factor in the reduction of this 
service? ____ Yes   No ____ Don't Know

How has the co mmunity reduced the level of this service?

  Red uc ed  Positions_____________ Re du ce d  Salaries
  Re du ce d Training__________ ____ Equipment not Replaced
  R e du c ed  Insurance_____________ Ma t erial s not Replaced
  Re du ce d Hours______________ ____ Re duced Operational and

Mai nt en ance Dollars

If the current financial situation continues will you be able 
to continue this s e r v i c e ?  Yes ____ No   Don't Know

Does your com munity provide road maintenance?
  Yes   No   Don't Know

If yes, has your community had to reduce the level of this 
service in any way? ____ Yes   No   Don't Know

Have energy costs been a factor in the reduction of this 
service? ____ Yes   No ____ Don't Know

How has the community reduced the level of this service?

  R e du c ed  Po sitions_____________ Reduced Salaries
  R e d uc e d Training__________ ____ Eq uipment not Replaced
  Redu ce d Insurance_____________ Ma terials  not Replaced
  Red uc e d Hours______________ ____ Re du c ed  Op er ational and
  Re duced Testing Ma in te na n ce  Dollars

If the current financial situation continues will you be able 
to cont inue this service? ____ Yes _____  No   Don't Know

5. Does your co mmunity provide water service?
  Yes ____ No   Don't Know

If yes, has your commu nity had to reduce the level of this 
service in any way? ____ Yes   No Don't Know

Have energy costs been a -factor in the reduction of this 
service? ____ Yes   No v____ Don't Know
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Page Four

Kow has the community reduced the level of this service?

Red uced Positions 
R ed uc e d Training 
Redu c ed  Insurance 
Red uced Hours 
Reduced Testing

Reduced Salaries 
Eq ui pment not Replaced 
M a t e r i al s not Replaced 
R e d uc ed  Ope rationa l and 
M ai nt en an c e Dollars

If the current financial situation continues will you be able 
to continue this service? ____ Yes ____ No ____ Don't Know

Has the co mmunity  raised rates for this service in the last 
year? ____ Yes ____ No ____ Don't Know

How does your city bill for this service?
Flat Rate ____ Me tered Charge ____ No Billing   Don't Know

Does your city have a special billing rate for ins titutional 
users (schools) and co mmercial users (canneries)?

  Yes ____ No ____ Don't Know

[What are the rates for the fol lowing users:
  Re sid e nt al  ________ In st it utional ________ Commercial]

Does your co mmunity pr ovide sewer service?
  Yes   No ____ Don't Know

If yes, has your co mmunity had to reduce the level of this 
service in any way? ____ Yes ____ No______ Don't Know

Have energy costs been a factor in the reduction of this 
service?   Yes ____ No ____ Don't Know

How has the community reduced the level of this service?

  Red u ce d Po si tions_____________ Re du ce d  Sal aries
  Reduce d Training__________ ____ Equipme nt  not Rep laced
  R e d u c ed  Insurance_____________ Ma t e ri a ls  not Replaced
  Re du ce d Hours______________ ____ Re du ce d  Op er a ti o na l and

M ai n te n a n c e  Dollars

If the current financial situation co ntinues will you be able 
to cont in ue  this service? ____ Yes   No Don't Know

Has the co mmunity  raised rates for this service in the last 
year? ____ Yes   No ____ Don't Know

How does your city bill for this service?
Flat Rate ____  Mete re d Charge ____ No Billing ____  Don't Kn o w

Does your city have a special billing rate for institutional 
users (schools) and commercial users (canneries)?

Yes   No   Don't Know

[What are the rates for the fo ll owing users:
  Residen ta l  ________  Inst itution al    Commercial]
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7. Does your community provide landfill services?
  Yes   No   Don't Know

If yes, has your comm un it y had to reduce the level of this 
service in any way? _____  Yes ____ No ____ Don't Know

If yes, how has the co mm unity reduced the level of this 
service?

Reduced Positions 
Reduced Training 
R educed Insurance 
Reduced  Hours 
Reduced Pick up

R ed u c ed  Salaries 
Eq uipmen t not Replac ed  
M at e ri al s not Repl ac ed  
Redu c ed  Opera ti on al and 
Main t en an c e Dollars

If the current financial situation con tinues will you be able 
to continue this service? _____  Yes   No   Don't Kn ow

Has the community raised rates for this service in the last 
' year? ____ Yes ____ No   Don't Know

How does your city bill for this service?
  Flat Rate ____ Metered Charge ____ No Billing   Don't Kn ow

Does your city have a special billing rate for institutional 
users (schools) and commercial users (canneries)?

  Yes ____ No ____ Don't Know

[What are the rates for the following users:
  Resid en ta l ________ Institutional   Commercial]

8. Does your community own the electrical utility service?
  Y e s  No ____ Don't Know

If yes, has your community had to reduce the level of this 
service in any way? ____ Yes _____  No ____ Don't K n ow

Have energy costs been a factor in the reduction of this 
service? ____ Yes _____  No   Don't Know

How has the community reduced the level of this service?

  Re du ce d  Positions   Re duced Salaries
  Re duced Training   Eq ui pm ent not Rep laced
’  Re duc ed Insurance   -Materials not Replaced
  Re du ce d Hours   Reduc ed  Op er at i on al  and

M a in t e n a n c e  Dollars

If the current financial situation continue s will you be able 
to continue this service?   Yes   No Don't Kn o w

Has the co mmunity raised rates for this service in the last 
year? _____  Yes No  Don't Know

B£BH m B U H B
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Ho w does your city bill for this service?
Flat Rat e ____  Me te re d Charge ____ No Billing ____ Don't Know

Does your city have a special billing rate for in stitutional 
users (schools) and commercial users (canneries)?

  Yes ____ No ___ Don't Know

What would happen to this service if power cost eq ua l iz a ti on  
funds were reduced?

  Sev er e reduction   Moderat e reduction
  No reduction __  Don't Know

9. Does your community own and operate a laundry facility?
  Yes ____ No ____ Don't Know

If yes, has your com munity had to reduce the level of this 
service in any way? _____ Yes   No ______  Don't Know

Have  energy costs been a factor in the reduction of this 
service?   Yes No Don't Know

Ho w has the c om mu nity reduced the level of this service?

R e d uc ed  Positio ns  
Re duced T ra in in g 
R ed uc e d Insurance 
Re duced Hours 
Re du c ed  Pick up

Re duced Sal aries 
Equip ment not Replaced 
M a te rials not Replaced 
R educed Ope ra tional and 
M ai nt e na n ce  Dollars

If the current financial si tu ation continues will you be able 
to continue this service? ____ Yes ____ No ____ Don't Know

Has the co mm un it y raised rates for this service in the last 
year? _____  Yes   No   Don't Know

[What are the rates for the following:
  Wash e rs  ________ Dryers)

10. Does your city or co mmunity organizati on  empl oy  
a dm i ni st r at i ve  personnel?
  Yes ____ No   Don't Know

If yes, has your community had to reduce this expense?
  Yes ____ No   Don't Know

If yes, how has the community reduced the cost of pr o vidin g 
this service?
  R e d uc ed  Positio ns_____________ R e du c ed  Salaries
  Re du ce d  Training__________ ____ Eq ui pm en t not Replaced
  R e d uc ed  Insurance_____________ Mat er i al s not Replaced
  R e d uc ed  Hours______________ ____ Red uc e d O pe ra tional and

M ai n t e n a n c e  Dollars



*
* /

If your community has had to reduce positions, how many have 
been cut back this year? ________

11. Does your ci ty /c o mm u ni t y own and operate facilities, such as 
a c o mm un ity hall?   Yes ____ No   Don't Know

If yes, has your com munity had to reduce the expense of 
pr ov i di n g this service in any way?
  Yes ____ No   Don't Know

Have energy costs been a factor in the reduction of this 
service?   Yes   No ____ Don't Know

H ow has the co mmunity reduced the level of this service?

  R e d u c e d  Pos it ions ____ Red uc e d Salaries
  Red u ce d  Training ____ Equipme nt  not Replaced
  R e d u ce d  Insurance ____ Ma te r ia l s not Replaced
  Re du ce d Hours ____ Reduced Operational and

M a in t en a nc e  Dollars
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If the current financial situation co nt inues will you be able 
to cont in ue  to maintain  these facilities?

  Yes ____ No   Don't Know

III. CO M MU NI T Y FINANCIAL HEALTH

1. A re  your community's residents as well off this year as last 
year?

  Better About the Same Wo rse

If worse, why do you feel this si tu at io n has occurred?

  Bad Fi shing Season __  No fires to fight
  No local Projects __  Fewer School Jobs

2. Has your c i t y / c om m un i ty  been asked by other agencies or 
non- p ro fi t s to help fund additional services this year?

  Yes _____  No   Don't Know

If yes, what services have you been asked to add?

3. Th is  year, have you noticed an inc rease in the number of
f amilie s that are having difficulty paying service charges on
time? Yes No Don't Kno w
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4. Does the city cut off ser vices to residents who can not pay
for services? ____ Yes   No   Don't Know

5. Have there been families moving out of the community this 
year to look for work?

  Yes _____  No   Don't Know

If yes, htve most moved to one of the following:
  Urban center ____ Another Vi ll ag e   Out of State   Don't Know

6. Have fam ilies moved into your c o mm unity looking for 
employment this year?

  Yes _____  No   Don't Know

7. Does your ci ty /commun it y need additi on al  technical assistance 
to deal with present and future economic problems?

  Yes _____  No   Don't Know

8. Has your co mm unity ordered sufficient fuel for this winter?
  Yes _____  No   Don't Know

9. Is your communty having trouble with debts associated with 
the following: (check if problem exists)
  IRS Debt ____ ESC Debt
  Large A udit Costs ____ Cost of Audit Except ions

Other

10. What could be done to help the economic situation in your 
community?

11. Does your city /c o m mu n it y  carry any liability insurance?

  Yes _____  No ____ Don't Know

12. Does your ci ty/c o mm u ni ty  carry any p r op er ty loss insurance?

Yes No Don't Know
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FOSTER Program:
= \

Questions and Answers
---- 'J

WHAT DOES "FOoTER" STAND FOR?

ANSWER : ’'financial Outreach S e r v i c e s  To Enh a n ce  Re covery"

QU ESTION: WH AT IS "FOSTER"?

ANSWER : FOSTER is a p r o g r a m  to help c o m m u n i t i e s  th at  have
im me di ate and critical financial pr ob lems. It is a two part 
p a c k ag e  for financially distr es se d co mmunities: 1. A loan fund
for those com' unities facing econ om ic  disaster; 2. Fi n an c ia l  
m an a ge m e n t  assistance for those c o mm u ni t ie s that ne ed  that help.

Lo ans fro m the loan fund will be used to pay one-time/ short 
t e r m  city debts. Re pa yment will begin after two years, with a 
pa yback period of five to ten years.

F i na ncial man ag em ent training and s p e c i a l i z e d  technic al  
a ss i st a nc e will be prov id ed  to help c o m m u n i t i e s  dea l with 
seve re mo ne y  problems. This t r ai ni ng  and a ss i st a nc e  will be 
p r o v i d e d  by five financial s p e ci a li st s  ("Municipal Finan ce  
An alysts") located in regional of fi ce s of the De p ar t m e n t  of 
C om m un it y and Regional  Affairs. Thes e s p e c i a l i s t s  will op erate 
as part of a team with other De p ar t me nt  staff to p r o v i d e  a 
com pl et e range of services inclu di ng  city management, f in an cial 
m anagem en t,  bookkeeping, and planning.

QUESTION:
BACK?

WHAT HAPPENS IF C OM M UN I T I E S  D ON ' T PAY T HE LO A N

ANSWER : No payment is due for two years. A f te r two years,
the c o mm un ity has the optio n of se tt in g  up a repay me nt
schedule, or payin g off the loan in a lump sum, or the State
m a y  wi th ho l d a small perce nt a ge  of that co mm u n it y 's  re venue
sh aring each year until the loan is repaid.
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QUES TION: WHY IS THE PR OG RAM NEF' ,D?

ANSWER: FO ST E R  is an attempt to meet the need for im m ediate
fi na n ci a l help to num erous cities that have severe pr o b le m s 
c au s ed  by the recent economic downturn. A ca binet 
sub co mm ittee, chaired by Lt. Gov. St eph en M cAlpin e and 
in vo l vi n g several state de par t me n ts  and s taff f r om  the 
G o ve r n o r ' s  Office, held m ee ti ng s around Al aska to gather 
i n fo r ma t io n  on the state of e c o n o m i c a l l y  di s tr e s s e d  
c ommunities. The su bcommittee found thac man y comm u n it ie s  are 
ne aring financial collapse.

A s urvey  of communities con ducted by the D ep ar t m e n t  of 
C o m m u ni t y and Regional Af fa ir s  shows the extent of the p r o b l e m  
in more detail. Re sults of that survey are expe ct ed  t<̂  be 
re l ea s ed  in a few weeks.

Q UE STION: W H Y  A LOAN PROGRAM; W HY  NOT GRANTS?

AN SWER: Many of the problems facing c o mmunit ie s to da y
result, at least in part, from thinking that State mo ney would 
a lways be available. Grants could serve to re in force those 
b e l i e f s w h i c h  would only put off the day that the p r o b l e m  must 
be faced and solved. Loans will pro vi d e "breathing space" to 
local governments, giving them time to get ad m in i s t r a t i v e  
systems in order and de velop an a pp roach to meet needs and 
obliga ti ons. The technical a ss is tance pr og ra m  will c on t ri b ut e 
to the pro ce ss  by pr o v id i ng  t ra ining and s p ec i al i ze d 
knowledge. Wh il e grants tend to create dependency, loans can 
p r o m o t e  s e lf -r el iance and self-esteem, giving c o m mu n it ie s  the 
sense that they can solve their own problems.

QU ESTION: H O W  CAN COMM UN IT IES WITH SEVE RE FI N AN C IA L P R O BL E MS
PAY BACK LOANS?

AN SWER: Loans would be li mited to half of the amount
received by the city the pr ev i ou s year from the state's
m u n i c i p a l  assis ta nc e and revenue sharing progrcm, and wou ld 
have a grace period of two years before repayment begins. The 
a v e r ag e  loan amount is expected to range from a low of $15,000 
to a high of $40,000. Since payments would be spread out over 
a peri o d of five to ten years, the burd en of repayment is not 
exp ec t ed  to be o ve r wh el mi ng for commu ni t ie s  once their
fi nanci al  systems are in order.



QU ESTION: W H Y  SHOULD THE STATE BA IL OUT CO M MU NITIES?

ANSWER : This is not a "bail out" program. It pr ov id e s time
for c ommunit ie s to get the t r a in i ng  and the hel p to put their 
own affairs in order. In most cases, the pr o bl e m s  are a result 
of the lack of trained p e r s o n n e l  in the c o m m u ni ty  w i th  the 
n e c e s sa r y technical skills to m a n a g e  a c om m un it y 's  finances. A 
s ec o n d a r y  cause may be the recent a v a i l a b i l i t y  of large grants 
le ading to the un pr ec e de n te d  g r o wt h  of f ac i li t ie s w hi ch must 
n o w  be maintained.

QUESTION: WH A T CO MM U N IT I ES  W I L L  BE E L I G I BL E  AND H OW DO THEY
APPLY?

ANSWER: Exact e l ig ib i li t y r e q u i r e m e n t s  have not yet been
e s t a b l i s h e d  by the Department. A s s i s t a n c e  will be directed 
towards those c om mu nities w h i c h  have be en  ident if ie d as 
f i n a n c i a l l y  distressed. A p p l i c a t i o n  will be made  by the local 
g o v e rn i ng  body w hich must agree to a f in ancial revi ew by the 
Dep ar tm ent. In severe cases, the c o m m u n it y may  have to agree 
to fi na nc ia l overs ight by the De pa rtment.

QUESTION: DOES DCR A WANT TO  TAK E O V E R  CO MM U NI T IE S?

ANSWER: “ No. The D ep a rt m en t f i rm ly  be li e ve s  that the 
o pe ra tion of local go vern me nt s is a r es po n s i b i l i t y  of the mayor 
and council. T he re is no i n t e n ti o n to impose con di ti ons on 
c om m un it i es  wit h ou t  the approval of the go ve r ni n g body.

QUESTION: H O W  WI L L THE A S S I S T A N C E  BE MA DE  A V AI LA B LE ?

ANSWER: Tw o  ca te go ri e s of a s s i s t a n c e  are be in g co nsidered
for the program. The less s tr uc t u r e d  ca te g or y  will require a 
c om m it me n t by the council and mayor to work wi th  the department 
to resolve the financial problems. Th i s  is si mil ar to existing 
a gr e em en t s for the De p ar tm ent's Ci rc ui t Rider Tr ai ni n g Program.

The more s tr uctured  will involve h e l p in g the coun ci l and mayoi 
d e v e lo p  a financial m an agement pl a n and assist them to qualif'/ 
for a loan from the com mu ni ty eco n o mi c disa st er loan fund. This 
may help to "take the heat o^f" of communities, assuring 
creditors, such as the IRS, that p r o b le m s will be resolv ed  and 
debts will be paid.

Key to the program, however, will be the i n volvem en t of the 
council, mayor and staff of the community. Past experi en c e has 
shown that unless local residents are involv ed  in the pro bl e m 
solving process, no lasting re so l ut i on  will result.
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QUESTION: WI LL  A  COMM U NI T Y' S  FI NA N CI A L S I TU A TI ON  BE MADE
PUBLIC?

ANSWER: As  public  bodies, the State and cities ha ve  to
conduct oper at io ns in the light of day. Fi nancial transa ct io ns 
are pub li c inf ormation and a co m mu ni ty 's financial si tu at io n is 
a matter of public record. However, the Depar t me n t will not 
p ub l ic iz e  the plight of any p a r ti cu l ar  community. The intent 
is not to embarrass any co m mu ni t y but to help the co m mu n it y  
solve its problems.

QUESTION: WHY CAN'T DCR A PRO VI D E A S SI ST A N C E  W I T H O U T
A D D I T I O N A L  FUNDING?

ANSWER: In order to addres s the p r o b l e m  of m un ic i p a l i t i e s
fa ci n g  fin ancial disaster, a s ig ni ficant co mmi t me nt  cf 
re so ur ces will be necessary. T o  avoid severe cuts in other 
services, the Departm en t needs ad di t io na l  staff and addit ional 
ex pe r ti s e and also needs the funds for the loan program. The 
staff- and loan funds will comple me n t each other to p r o v id e  the 
c omplet e a ss istance  package necessary.

QUESTION: H O W  MUCH FUNDS ARE B EI NG  REQUES TE D?

ANSWER: ** For Fiscal Year 1989, the G overnor  has requested 
S I , 251,000. $600,000 for the co m mu n it y  dis aster loan fund, and
$651,000 for the technical as si s ta n ce  program.

QUESTION: WHEN WILL THE P R O G R A M  START AN D  WH EN  CAN
CO MM UN I TI E S AP PL Y FOR A SS I ST AN C E?

ANSWER: The D ep artment  is alr e ad y p r ov i di ng  limited
assist a nc e  to some communities. The F O ST ER  p r o g r a m  wil l be 
imp le me nted as soon as the L e g i s l a t u r e  approves  the p r o g r a m  and 
the a pp ro pr iate bill is signed into law by the Governor. 
Be cause of the urgent need, the De p ar t m e n t  is e st a bl is hing loan 
e l ig i bi l it y  criteria and will be ready to hire staff as soon as 
funds are received. The D ep a rt m en t will make every effort to 
ensu re  that communities ne ed in g assis t an c e are fully involved 
in the p r o g ra m  well before De c e mb e r 1988.

QUESTION: WHAT  I N TE RE ST  RA TE  W I L L  BE CH ARGED FOR THE LOAN
PROGRAM?

ANSWER: While the exact interest rate for loans has not been 
determined, the D ep ar tm ent expects that low or no interest will 
be charged.
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QUESTION: WH A T  WILL THE "FOSTER" STAFF A C T U A L L Y  DO?

ANSWER: FOS TE R staff will be bas ed  in regional of fi ces to
de li ve r services dire ct ly to f i n a n c i a l l y  ailing communities. 
E xa mp les of the services these p eople wi ll  p r o v i d e  include:

0 deta il ed analysis of existing financ ia l c on diti on  of cities;

0 recom m e nd at i on s  to local g o v e r n m e n t s  resulti ng  fro m the 
analysis, regarding such areas as fi na nc ial m a na g e m e n t  systems, 
so urces of revenue, and financing local ut i l it ie s  and services;

° assi sta n ce  to cities in i m p le m en ti n g r e c o m m en d at i on s and 
local fi na ncial plans;

° training staff and el ected o f f i ci a ls  in mu n ic i pa l finance 
m an agement.

QUESTION: W HY  NOT GIVE THE "FOSTER" STAFF M ON EY  DI R EC T LY  TO
CO MMUNIT IE S?

ANSWER: Giv en  the extent of the problem, the amount of money
reque sted is ex tremely  limited. On a per co m mu n it y basis, it 
will not amount to very much at all. The most efficient use of 
these funds is to support a te a m of financ ia l management 
ex perts who will pr ov id e a high level of sp ec ia l iz e d assistance 
and t raining  to many communities.

QUESTION: W HY  NOT C O NT RA CT  OUT IN STEAD OF HIRIN G NEW STAFF?

ANSWER: There are many si tu a ti o ns  in w h i c h  contracting
s er vi ces is better than hiring staff. This is not one of those 
situatio ns. The FOSTER p r o g r a m  will be bett er  served through a 
staff of financial specia li st s a s s i g n e d  to reg ional offices. 
The De pa r tm e nt ' s cost analysis in di ca tes that more communities 
could be served by staff than th r ou g h contra c te d  services. 
A c c e s s i b i l i t y  of the services in rural regions will also be 
assured, which is not always easy to do on a c on tr actual basis.

The financi al  spe ci alists will be in te g ra t ed  into the 
D e p a r t m e n t ' s  organization, b e c om i ng  part of the assistance 
team. This will allow for ef fi c ie n t tran sf er  of information 
be tw e e n existing staff and the new specialists. For the 
contin u ou s  lo ng-term approach n e ed ed  to resolve community 
fi na nc ial problems, regio na lly based p er ma n e n t  Department  
em pl oy ees are more appr opriate than contractors.
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TO: The  H o n o r a b l e  S t e v e  Cowpe r  '*■ DATE: Dec embe r  22, 1987
G o v e r n o r  Li l

• 1 ‘ FILE NO.: 0241J/DGH/gmw •
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A .  SUMMARY OF ISSUE

T H R U : G a r r e y  Peska  T E L E PH O N E  N O .: 465-4700
C h i e f  o f  S t a f f

SUBJECT: DEC I S I ON  MEMORANDUM: 
E c o n o m i c  D i s l o c a t i o n

i
R o s i t a  W o r l ,  S p e c i a l  A ss i s t a n t j J /U

Lr. gÔ 's 0FF'ce
T h e  C a b i n e t  C om m i t t e e  on E c o n o m i c  D i s l o c a t i o n  s u b m i t t e d  i t s  f i n a l  
r e c o m m e n d a t i o n s  t o  you  on O c t o b e r  15. We h a v e  r e v i e w e d  t h o s e  
r e c o m m e n d a t i o n s  and a r e  p r o p o s i n g  s e v e r a l  r e v i s i o n s .  T he  p r i m a r y  
r e v i s i o n s  a r e  as f o l l o w s :

o R e d u c e  t h e  number  o f  e l e m e n t s  i n  t h e  e c o n o m i c  d i s l o c a t i o n
p a c k a g e  f rom t w e lv e  t o  s i x  by  c o m b i n i n g  s e v e r a l  e l e m e n t s  and 
d r o p p i n g  two r e l a t i v e l y  i n s i g n i f i c a n t  e l e m e n t s ,  

o D e a l  w i t h  c om p l e x  f i s h e r i e s  a l l o c a t i o n  p r o b l e m s  i n  a n o t h e r
f o r u m .

o P r o v i d e  f u n d i n g  f o r  t h e  p a c k a g e  by  r e a l l o c a t i n g  money i n  t h e
p r o p o s e d  FY89 D e p a r tm e n t  o f  C ommun i t y  and R e g i o n a l  A f f a i r s  
(C&RA) b u d g e t

We r e q u e s t  t h a t  you a p p r o v e  and s i g n  t h e  r u r a l  r e c o v e r y  p a c k a g e  
o u t l i n e d  i n  t h e  a t t a c h e d  d r a f t  o f  a memo f r om  you  t o  t h e  C a b i n e t  
C om m i t t e e  on E c o n o m i c  D i s l o c a t i o n .  A l s o  a t t a c h e d  i s  f i n a n c i a l  
i n f o r m a t i o n  r e l e v a n t  t o  t h e  p a c k a g e .

B .  SUMMARY OF PROPOSED PACKAGE

The  s i x  p o i n t ' p a c k a g e  we a r e  p r o p o s i n g  c o n s i s t s  o f  t h e  f o l l o w i n g
e l e m e n t s :

1. E s t a b l i s h  a new p r o c e s s  f o r  d e c l a r i n g  c om m u n i t y  e c o n o m i c  
d i s a s t e r s .

2. R e a l l o c a t e  $1,251,000 f r om  d e s i g n a t e d  g r a n t s  t o  . f u n d  a 
.$600,000 e c o n o m i c  d i s a s t e r  l o a n  f u n d  and $651,000 t o  f u n d
F i n a n c i a l  O u t r e a c h  S e r v i c e s  t o ' E n h a n c e  R e c o v e r y  (FOSTER) .

3. R e a l l o c a t e  $224,500 i n  j o b  t r a i n i n g  f u n d s  i n  t h e  FY 89 C&RA 
b u d g e t  t o  p r o v i d e  s u p p l e m e n t a l  f u n d i n g  f o r  t h e  Ru ra j .  E c o n o m i c  
D e v e l o m e n t  I n i t i a t i v e  (RED I )  p r o g r am .

4„ A u t h o r i z e  a FY 88 s u p p l e m e n t a l  a p p r o p r i a t i o n  o f  $258,000 t o
i m m e d i a t e l y  i m p l e m e n t  FOSTER.
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5. Comm it  to a major effort to pass A d m i n i s t r a t i o n  bill SB 263
which increases oversight on mu nicipal grants and provides 
agencies w it h more f l exibi li ty  .in dealing with audit 
exceptions.

mote the inclusion in the s ^ p ^ e m e n t a L ^ c ^ p i t a l ^ b u ^ g e t  of 
j e c t s ^ h i c h  raehjc$\the op^ratiohv and/lna in r e n a m e  c& fi t s— o f^ 
stirfg NDubLiTcly-own^d—  facilitiVs^^ and pr oj e ct s  in 
n on ucallys'TJistressed communities.

C. T IMING OF DECISION

We request a decision on this package during a mee t i ng  s ch e du le d 
for 11:00 a.m. on Wednesday, December 23, 1987. A de c is i on
w it h in  this time frame would allow for the following:

° Incorpo r at i on  of a Chris tmas theme into the a n n o u n c e m e n t  of
the recover y program.

° A more co mp re hensive response to rural fuel problems,
o A formal rural policy firmly in place prior to the An c ho ra g e

D aily News series on rural problems wh ich is sche du le d to 
begin running in January.

In recent weeks the economic situation in rural A l a s k a . h a s  d e t e r i­
orated seriously. We are dealing daily with c o m m un i ti es  that are 
on the verge of some sort of disaster. Dozens of c o m mu n it i es  face 
fi nancial collapse, and at least sixteen co mm u ni ti e s will run out 
of heating oil this winter. We also expect ma n y c o m mu n it i es  to 
default on state bulk fuel loans.

6.

The Departm en t of Co mm unity and R egion al  A f f a i r s  has just 
completed a comprehensive four-month study on h ar d sh i ps  cu r r en t ly  
facing municipal governments. This study is based on a te lephone 
survey of 138 communities. Findings from this study include the 
following:

95 percent of the mu ni ci pa lities  have reduced one or more 
essen tial services. Staffs have been re duced to bara 
mi nimums and routine facility mainte na n ce  is o ft e n neglected. 
25 percent of the communities expect to t o t a l l y . e li mi nate 
police, fire protection, or health clinic s e rv ic es in the 
future.
40 pe rc en t of the communi ti es  r eported  s u b st a nt i al l y 
increased di ff i cu l ti e s in collect in g fees for ess ential  
co mmunity services.
20 percent of communities report ov erdue debts that they 
cannot pay —  primarily to the IRS.

AGREE D IS A G RE E

Da t-g-

Cowper, Govern
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TO: Members of the DATE: Dec ember 23# 1987
Ca bi n et  Committee on
Ec o no m ic  Dislo ca t io n  FILE NO.: 0 2 4 0 J / P K P / C C / g m w
V  -v :.

T H R U :  • ' T E L E P H O N E  NO.: 46 5-4700

* . • • SUBJECT: SIX POINT RURAL
••T- j: - . ’ * ' ••• ”•*>'' ‘ ' ' • •- R E C OV ER Y  P A C KA G E

RTOM: The Ho n orabl e Steve Cowper-. • . . ■
.s.- ' . G o v e r n o r

;  ' . i f ,
v»

> I would like to thank all of you for the m a ny  hours you spent in .
p r e p a r a t i o n  .of the thoug htful and useful r ec o m m e n d a t i o n s  yo u  ..•• •■ 

•;̂ - . / s u b m i t t e d  to me. Yo ur  recom me nd ations  p r o v id e  the h ^ - s  for this 
.-' Rural R e c o v e r y  Package. I have decided to focus Lnis pa ckage on 

. '..issues relat in g to local g o vernmen ts  and, as such, I am  
.^'.'•^considering the .important fishe ries issues raised in y o ur  ■'

• .-.recommendations elsewhere. ..

.1 have del a ye d  maki n g a final decision on your r e c om m en d at io n s so 
•• that I cou ld consider the issues you raised in the context of the 

ov e ra l l b ud g et  pro cess. I have also waited to see the results of 
. • the final report by the De pa rt me n t of C o m m u n i t y  and R e g i o n a l  

A f f a i r s  on eco no mi c dislocati on . . . . .  . . ‘

My Rural R e c o v e r y  Pa c ka g e consists of the follow in g actions.

*• 1. E S T A B L I S H  A  PROC E SS  TO DECLARE COMMUNI TY  E C O N O M I C  D I S A S TE RS  *

Th e D e p a r t m e n t  of* C o m m u n i t y  and Regi on al  Aff a ir s (C&RA) will be the •• . 
lead age nc y in the p r o ce ss  of de terminin g whether a c o m m u n i t y  '..... 
ec on o mi c  disaster exists. The process will be gi n wi th  the receipt 
by C & R A  of a r e so l ut io n  requ es t in g  the G o v e r n o r  to decl a r e a 
co mm u ni t y economic disaster. A p p li c at i on s  will only be a c c e p t e d  •.**. 
from a communi ty 's  go v er ni ng body. ' .*

. •' . . . . . . .
T h e  r es ol ut ion w ou ld  include a statement of the c o m m u n i t y ' s
ag re em ent to undergo a full financial review, and to im p l em e nt  the
r e c o m m e nd a ti o ns  made by. C&RA  to mi t ig at e  the economi c disas ter.
'This co ul d include layoff of employees and the s h u t - d o w n  of 
fac ilities. C & RA  wil l be sensitive to the p o t e nt ia l  for legal 
liabiliti es  which might arise from such state actions and will take 
appr o pr ia t e steps to m i t ig a te  any such liability. The resolution, 
will also include a clear state me nt  by the c om m u n i t y  of the rea so ns  
for the econ om ic disaster.

C&R A will conduct a thorough analysis of the si tu a ti o n to d e t e r m i n e  
whether the c om m un it y itself has the re sources to ov er c om e  the
problem, or whether State in vo lvement is necessary. C&RA will be 
given au th ority to request technical a s si s ta nc e  from all state 
agencies. As s is t a n c e  from otner agencies could range from technica l

2-001 A(R«y 10-04)
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assistance in mana ging part ic ul ar serv ices (e.g., sewer and water 
facilities), to assistan ce  in ex pe di t in g i nd iv id ual pro g r am s (e.g., 
food stamp distrib ut io n). C& RA  will also co n su l t a p p r o p r i a t e  
federal agencies. T he  de par t me n t will then p r o vi d e my office with 
i nf ormation that includes a d e s c r i p t i o n  of the problem, a 
r ec ommended course of action, p o s s i bl e  s ol u ti on s to prevent 
recurrence, and a re co m me n da t io n as to whether a d e c l a r a t i o n  of 
comm unity economic disaster should be made.

2. RE AL L OC A TE  $1,251,000 TO C AP IT A LI Z E AN E C O N O M I C  D I S A S T E R  LO A N  
FUND AND INCREASE F IN ANCI AL  TE C HN IC A L A S S I S T A N C E

In many instances, only the a v a i l a b i l i t y  of a d di ti o na l  fund in g w# #l  
avert financial default. Therefore, a c o m m u n i t y  ec on omic disast er  
loan fund of $600,000 will be es ta b li s he d w i t hi n  C&RA. Onc e a 
d ec l ar a ti on  of co mm un i ty  e co no mi c disaster has been made, a 
c om m un it y may be permitted, to b o r r o w  an amount equal to 50 percent 
of its prior year's mu ni c ip al  a ss istance  and reve n ue  sharing , with 
repayment am ortized  over a five to ten-year period. No re pa ym en t 
will be required for one to two years after the loan is made. 
Di s bu r se m en t s will be made from this fund for short-term, o n e -t i me  
ex penditures. Loans will be aw ar de d by the C o m m i s s i o n e r  of C& R A 
p ursuan t to a detailed spending plan prepared by the c o m m u n i t y  in 
c on ju nc ti o n with C&RA staff. A formal p r o m i s s o r y  note mu s t  be 
signed by each co mm un ity receiving a loan. Detail id r eg u la t i o n s  
g ov erning the a d m i n is t ra t io n  of this loan fund will be p r o m u l g a t e d  
by C&RA.

The Financial Ou t re a ch  Se rv i ce s  to Enhance R e c o v e r y  (FOSTER) 
p r o g r a m  will operate in c on ju n c t i o n  with the loan fund. T h i s  
pr o gr a m will pr ov ide deta il ed  financial m a n a g e m e n t  t r a in i ng  and 
o ve rsight to distressed communities. Six new f i na n ci a l m a n a g e m e n t  
and training pos itions will be cr ea ted wi th in C& RA  under this 
p r o g r a m  at an annual cost of $651,000. T h e s e  p e r s o n n e l  wil l 
a dminister the e conomic  d isaste r as ses s me nt  p rocess , p r o v i d e  
training, oversee the use of economic d is aster loan funds and, 
wh ere necessary, will serve in a c a p a ci t y simila r to that of 
ban kruptcy  trustees.

Funding for the C o m m u n i t y  E c o no m ic  Disa st er L oa n  Fund ($600,000) 
and for the FOSTER prog ra m  ($651,000) will be o b t a i n e d  in the FY 89 
budget through the re a ll oc at ion of $1,25 1, 0 00  in the ’design a t e d  
grants line item in the C&RA budget. (Financial back up is 
a t t a c h e d . )

3. REALLOCATE $224,500 TO EN HA NCE THE REDI P R O GR AM  IN C&RA

The primary goal of this recovery package is to a ssure  the surviv al  
of local gov ernments. However, in many areas, the survival of 
local gover nm en ts is tied d ir ec tl y to the h e al th  of the local 
economy. The financial e xi s te nc e of many c o m m u n i t i e s  is threatened 
by the increasing inabi lity of residents to pay user fees for local 
go vernment services.

D R A F T



To pr omote the development of rural economies, $224,500 will  be 
transferr ed  from job training prog ra ms  in C& R A  to the REDI 
program. T h i s  will al lo w  C&RA to focus its ef fo rt s  on the poorer 
communities of the state where success fu l e c o n o mi c  d ev e lo p m e n t  
requires a great deal of te c hnical  as si stance. If a d e q ua t e 
technical assista nc e is available, it will then be p o s s i b l e  to 
award extra points in the REDI compe ti ti ve grants pr oc es s to those 
communities that have been declared co mm unity e c o n o m i c  d isaste r 
areas. If adequ at e technical a ss i st a n c e  is not available, 
pr ef e re nt ial treatment of these co mmu n it ie s  would a l m os t  c e r t ai nl y  
result in throwing good m o ne y  after bad. (Financial back up is 
a t t a c h e d .)

4. AU TH O RI Z E A FY 88 S U PP LEMENTAL  A P P R O P R I A T I O N  OF $2 53 ,0 0 0 TO 
A L LO W  THE EX PE DITED START - UP OF THE F O S TE R  P R O G R A M

The current condition of many local g ov er n me n ts  is so cri ti c al  that 
state assistance is needed immediately. With the time l y passage  of 
a supple me ntal appropriation, it will be p o s s i bl e  to hav.e the 
F O S T E R  p r o g r a m  op er at io n al  by March. (Fina nc ia l b a c ku p  is
attached.) /•

5. PROVIDE STRONG SUPPORT FOR SB 263 WHICH I N C R E A S E S  STATE 
OV ER S IG H T OF MUNICIPAL GRANTS.

I am firmly committed to work for the passage of A d m i n i s t r a t i o n  
bill SB 263 which increases state ov er sight of m u n i c i p a l  gr an t s  and 
could pr ov i de  an o pp o rt u ni t y for gr a nt i ng  a g e n c i e s  to re lieve 
fi nancial diffic ul ties for some communities.

6. FUND CAPITA L PROJECTS  WHICH R E DU C E T HE  O P E R A T I N G  AND 
MAINTENAN CE  EXPEN SE S OF LOCAL G OV E RN M E N T  AND P R O J E C T S  W H I C H  
ARE LOCATED IN EC O NO M IC A LL Y DIS LO C AT ED  COMM U NI T IE S .

T he  A d mi n i s t r a t i o n  will promote legi s la t iv e  e n a c t m e n t  of fu nding 
for nec es sary capital proje- ts which are n o r m a l l y  c o m p l e t e d  by 
Alaska residents. A dd it i on a l c o n s i de r at io n  s hould be given to 
•projects in economicall y d is l oc a t e d  co m mu ni ties and to p r o j e c t s  
w hi ch  would result in s i g n i fi c an t ly  reduced o p e r a t i n g  and 
ma inten an ce  costs for local governments. The focus should be on 
small to medium  sized projects that are going to be r equire d in any 
event, and are merely a cceler at ed  by this process.



FY 1989 RE ALLOCA TI ON  OF DE SIG N AT ED  
GRANTS COMP ONENT 

(BACK-UP TO RE CO MM EN D AT IO N  § 2)

FOST ER  Persona l Services $352.9
T r av e l •'
Contractu al  Services 
S upplie s
G r a n t s / Co n tr a ct s

158.0
49.0 
2.0

89.1

Total FOST ER 651.0

Co mmunit y Economic Disaste r 
Lo an  Fund

To tal Re c om m en da t io n  § 2

600 .0 

$1251.0

R ea l lo c a t e  $1,251.0 of the amount in the D e s i g n a t e d  G r an ts  
co mponen t to fund FOSTER, $651.0 and the C o m m u n i t y  Ec o no m ic  
D isaste r Lo an  Fund, $600.0. The amount remaining in the 
D es i gn a t e d  Gra nts component would fund Ala sk a  Legal Services, 
$475.0, Special Olympics, $72.0, and the Rural A i r p o r t  
A s s i s t a n c e  Program, $38.2.

Th e fo l lowing d es c ri be s  in more detail the positions, 
as soc i at e d costs and databa se  information that w ou ld  be
p ro v i de d  through ado pt io n of this recommendation:

1. Five Local G o v er n me n t Spe cialis ts  and one Ac co u n ca n t.  
T he se  post ions would be placed in various field of fi ces to
ass ist co mmunities with severe management problems. Sup po r t 
costs would provide ne c es s ar y travel, and d e ve l o p m e n t  or
p u r ch as e  of financial training materials which wo uld focus on 
budge ting, revenue sources, cost controls, and accou n ta b il it y . 
(These same positions are requested in the FY 88 Su pp l e m e n t a l  
request, Recomme nd a ti o n £4) This re co mmendat io n wo uld fund 
them for the following 12 months in FY 89. .

2. C o m m u n i t y  Profile database. Th is  would allow i n f o r m a t i o n
g a t he re d  on co mm unities to be in a readily ac c es s a b l e  form. 
T hi s  information would include the following types: -x i st i ng
ca pital pro j ec t s and their condition; m a i n t e n a n c e  and 
.operation costs; land ownership and use; and a ba nd oned 
facilities. T he  cost per community is es ti ma te d at $2.0. • The  
De par t me n t could include 45 communities in the database, 
c on ce nt ra t in g  on interior regions, with the $89.1 re qu es ted in 
the Gr an t s / C o n t r a c t s  line.

3. The Co m m un i ty  Economic Disaster Loan Fund woul d provi de  a 
small amount to make loans to communities that qua l if y  as 
economi c disaster areas. Limits would be plac ed on the amount 
of loan available. Pay back would begin wi th i n 1 to 2 years.



FY 1989 REALIGNMENT OF $22 4,530 IN 
. T HE JOB TR AI NING PARTNERSHIP C O M P O N E N T  

(BACK-UP TO RE CO MM EN D AT I ON  I 3)

REDI Personal Services 134.7
36.0
50.8
3.0

Trav el
Co ntractual Services 
Sup plies

T o ta l  REDI $224.5

Tv.ve total amount of the above request could be found w it h in  the 
D e p ar tm e nt ' s FY 89 budget if the following budget com ponent 
amounts were realigned. On that basis, the fol lowing is 
proposed:

R e a l ig n  the Job Tr a in i ng  Part ne rs hip Act, D i s l o c a t e d  Worker 
Component, Genera l Fund increment of $300.0 by t r an s fe r in g  from 
the grant line item, $134.7 to personal ser vices, $36.0 to 
travel, $50.8 to .co nt ra ctural and $3.0 to supplies. Th is  
r ealign me nt  would leave $75.5 in the grant line item and allow 
the Depar tm ent to retain the ecomonic pr ogram i n it ia t ed  during 
FY 88.

Th e funds requested for the REDI pr o gr a m wo u ld  fund two 
e co no mi c de velopment specialists located in F a i r b a r k s  (this 
p o s i t i o n  was included in the FY 38 budget) and Bet hel (this is 
a new p ositio n request) to spear head the eff or t of this 
de par tm en t to increase business and •employm en t opportuniti es ; 
p ro mo t e se lf -s uff i ci en c y and di v er s i f i c a t i o n  in local 
economies; and to expand the capac it y of local c o m m u n i t i e s  to 
pla n and support econ om ic development. Al so  included in the 
p ersona l services category is funding for one clerk typ ist for 
s upport of the pr ofessio na l positions. N e c e s s a r y  travel, 
con tractu al  and supply costs are included.



PROP OSED SUPPLEMENT AL  FOR FY 1 9 8 P 
(BACKUP FOR R EC O MM E ND A TI ON  & 4)

As su m in g  activ it ie s be g in n in g  on F e b r u a r y  1, 1988, the
foll owing reflects five mont hs of six new p o s i t i o n s  and the 
assoc iated support funds:

Th is  su pplemental request reflects Local G o v e r n m e n t  S p e ci al i st s  
•placed in five regional offices (Nome, Bethel, Dillingham, 
F ai r ba nk s and Anchorage) that will provide di re c t a ss i st a n c e  to 
the communities, as well as one ac countant in J u n e a u  w h ic h  will 
pr ovide assist an ce  on comple x accounting issues to the on-site 
tec hnicians. The rem aining support costs wi ll a l l o w  a d eq ua te 
travel for pe rsonnel and enough funds to d e v el o p and d i st ri b ut e  
f in a nc ia l an ) accou nt i ng  m a te ri al  d i r ec t ed  towar d rural 
Alaska. Th es  ! mat er ia ls will address e s ti ma t i n g  O& M  costs, 
re venue option s and pr ojec ti on s and es ta bl i sh i ng  a c c o u n t a b i l i t y  
techniques.

P e r so na l  Ser vices 
Travel
Contr a ct u al  Services

$14 7.0
66.0
45.0

Total $ 2 58 .0
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FOR  IM ME DI ATE R E LE A SE  
Dec. 28, 1987 
No. 87-132

CO WP ER  PROPOSES RU RAL RE C O VE R Y PR OG RA M  TC A S S I S T  V IL L A G E S

J U N E A U — Gov. Steve Cow per today u n v e i l e d  a Ru r al  

C o mmun it y R e c o ve ry  Package d e s i g n e d  to assist rural 

com muniti es  facing immedia te  fi na ncial troubles and to 

promote long-range ad m inistra ti ve  s ta b il it y  in A l a s k a ' s  

villages.

The pro posal includes sh if ti ng state funds to address 

im mediate financial pro blems in rural communities, c r e a t i o n  

of a new pr og ram to provid e financial ma n ag e m e n t  t r a i n i n g  to 

d is t re ss e d communities, improved o v er si ght of c o m m u n i t y  

fin ances and a new appr oa ch  to ad dr es si n g ru ra l e co n o m i c  

disasters.

"Many co m mu ni ti es in Alaska are facing e c o n o m i c

S'. I

hardships, but the rural areas have been hit e s p e c i a l l y  ha rd  

by cuts in state program s forced b y  falling oil pr ices. The 

problems of the v illages  have been co m pl i c a t e d  b y  their lack 

of a stable tax base and poor fishing seasons in some 

areas," Cowp er said.

-MORE-
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"Rural co mm unities  that take adv an tage of this p r o gr a m 

will have to agree to adopt so und fiscal practices. This 

isn't a bail-out. It's a w a y  to make the vi ll a ge s  more 

s el f- su fficient," the Go v e rn or  said.

Here's what the p ro po sal includes:

* R e a l l o c a t i o n  of S I . 25 m i l l i o n  in d e s i g n a t e d  gran ts  to 

create an economic di s as te r  loan fund and p r o v id e  technical 

financial a ss is ta nce to rural communities.

The S600,000 fund, a dm i ni s t e r e d  by the D e p a r t m e n t  of 

C o mmun it y and Regi on al  Affairs, could loan co mm u n i t i e s  an 

amount up to half their prior year's m u ni ci p al  assist an c e 

and revenue sh ar i ng  entitlement. Loans would be' fo r 

one-time, s ho r t- te r m ex penditu re s and after a g ra ce pe ri od  

of up to two years, wo uld be repaid over five to 10 years.

The other 3651,000 would fund a Fi nancial O u t r e a c h  

Services to Enhance Re co ve r y (FOSTER) p r o g ra m  to p r o v i d e  

financial m a n a g e m e n t  training  and oversi gh t to af fe c te d  

communities.

Shif ting jf the funds wo ul d occur in the fis cal 1989 

budget. In the meantime, the G o v e rn o r will ask the 

Legi slature for a su p plemen ta l a p p r op r ia ti o n of 3258,000 to 

expedite creation of the tec hnical assis tance program.

-MORE-
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* R e a l l o c a t i o n  of $224,500 from job tra in in g programs 

to the Ru ra l Ec o no m ic  D ev el o pm e nt  Initiative, a n e w ly  formed 

p r o g r a m  w i t h i n  C&RA de s ig ne d  to stimulate economic 

dev elo pm ent. Sh i ft i ng  of the funds will perm it  the state to 

locus on fi n an c i a l l y  d i st r es se d  communi ti es  that require 

c o ns i d e r a b l e  tec hn ical assistance.

* E s t a b l i s h  a n ew  pr ocess for qu ic k ly  ad dres s in g  

c om m u n i t y  econo mic disasters. C & R A  will oversee requ ests for 

ec on om ic d i s a st e r as si s ta nc e  in order  to speed up pos sible 

s tate assistance.

A pp l ic a t i o n s  for disast er  relief must be made b y  a 

co mm u ni ty ' s g o v e r n i n g  body and the de par tm e nt  will un d ertak e 

a t horoug h revi ew  of any such req u e st  wit h the a ss i st a nc e  of 

ot her state agencies.

* C o n t i nu e d pu sh  for pa ss age of Senate Bill 263, 

sp on s or e d by the Cowper administration, that in cr ea ses state 

o v e r s i g h t  of m u n i c i p a l  grants and gives g r a n t i n g  agencies  

f l ex i bi l it y  to re li eve some fina ncial di ff ic ul t ie s  for 

c o m m u n i t i e s .

The Rural C o m m u n i t y  Rec o v er y Pro gr am  is the product  of 

a cabinet s u b co m mi t te e  chaired by Lt. Gov. St ep h e n McAlp in e 

which Cowper  ap p oi n te d last summer. The group, c o mp os ed  of 

represen ta ti ves of several state depar t m en ts  and Governo r' s 

Office staff, held a number meetings arou nd  A l as ka  to gat her 

i nforma ti on  on the plig h t  of A l a s k a’s rural communities.

-MORE-
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The gr oup found that dozens of communit ies are ne aring 

financial collapse, that at least 16 may run out of h e a ti n g 

oil this wi nt er and that man y others could de fault on state 

bulk fuel loans.

A  four-mo nt h study based on a telep hone survey of 172 

com muniti es  by C& R A  found that 95 per c e nt  of the 

m u n i ci p al i ti es  have red uc e d one or more essential services, 

el imi na ted staff and of ten ne gl ec t routine mai ntenance.

A qu arter of the su r v ey e d co m mu ni ties expect to 

elimi nate police, fire or heal t h  clinic  services in the 

future, 40 percent re po rt ed .difficulties in colle ct i ng  fees 

for essential services and 20 perc e nt  report ove rd ue  debts 

they cannot pay, p r i m a r i l y  to the IRS.

"The solution to these pro bl em s is not throw in g more 

m o n e y  at them, for two reasons: we d o n ’t have the m o n e y  and 

it won't work," C owper said. "We've got to help crea te  a 

sol id rural ec onomy i nd ep en dent of state dollars and this 

proposal is a step in that dir ec ti on."

To qu a li fy  for the programs, com munities mus t unde r go  a 

com plete financial r e v i e w  by C&RA. Ass is t a nc e  m ay  involve 

financial ov er si ght of a co mm un it y by that department.

-30-
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Alaska ^tate KlegtalaturE
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C o m m itte e  on  
C o m m u n ity  & R e g io n a l A f fa ir s

Pouch V 

State Capitol 

Juneau, Alaska 99811 

(907) 465—1833

To: R e p r e s e n ta t iv e  H enry  S p r in g e r ,  C hairm an
HCRA

From : HCRA S t a f f  -  D av id  H a r r i s o n

D a te :  F e b ru a ry  1 5 , 1988

S u b je c t :  BILL REVIEW
HB 419 -  "An A c t e s t a b l i s h i n g  t h e  co n m u n ity  econom ic  d i s a s t e r  
r e v o lv in g  lo a n  fu n d ; a n d  p r o v id in g  f o r  an  e f f e c t i v e  d a t e . "  
[R u les  b y  r e q u e s t  o f  t h e  G o v ern o r]
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* S e c t io n  1 . AS 4 4 .4 7  r e l a t e s  t o  pow ers  an d  d u t i e s  o f  t h e  D e p a r tm e n t o f  
Community and  R e g io n a l  A f f a i r s .

(L in e  12) S ec . 4 4 .4 7 .0 6 0  amends t h e  s t a t u t e  t o  p r o v id e  a n d  e s t a b l i s h  a  
Community Econom ic D i s a s t e r  R e v o lv in g  L oan F und . The am ending  s e c t i o n  
p r o v id e s  f o r  t h e  D e p a r tm e n t o f  Community a n d  R e g io n a l  A f f a i r s  D e p a rtm en t 
t o  a d m in is t e r  th e  l o a n s  a s  w e l l  a s  t o  p r e s c r i b e  and  a d o p t  r e g u l a t i o n s  o f  
t h e  Community Econom ic D i s a s t e r  R e v o lv in g  L oan Fund.

Comments: I t  i s  i n te n d e d  t h a t  t h e  l e g i s l a t u r e  w i l l  p r o v id e
a p p r o p r i a t io n s  t o  fu n d  t h i s  com m unity econom ic  d i s a s t e r  lo a n  t o  
o r i g i n a t e  fu n d s f o r  t h i s  p u r p o s e .  Term s an d  r e g u l a t i o n s  w i l l  b e  
p r e s c r i b e d  and a d o p te d  b y  th e  C om m issioner o f  t h e  DCRA.

(L in e  22) S ec . 4 4 .4 7 .0 6 0 ( b )  " . . .  t h e  t o t a l  am ount o f  a l l  lo a n s  m ade fro m  
th e  fu n d  t o  a  m u n i c i p a l i t y  o r  u n in c o r p o r a te d  co n m u n ity  i n  o n e  s t a t e  
f i s c a l  y e a r  m ay n o t  e x c e e d  50 p e r c e n t  o f  t h e  a i d  p r o v id e d  t o  t h a t  
m u n ic ip a l i t y  o r  com m unity u n d e r  AS 2 9 .6 0 .0 1 0  — 2 9 .6 0 .3 7 5  f o r  t h e  
s t a t e  f i s c a l  y e a r  e n d in g  J u n e  3 0 , 1 9 8 7 ."  ( I t  seem s h e r e  t h a t  t h e  
q u o t in g  o f  s t a t u t e s  c o v e rs  e x i s t i n g  c o n d i t io n s  a n d  r e q u i r e m e n ts  o f  
a l l  c l a s s e s  o f  m u n i c i p a l i t i e s . )

A c c o rd in g ly , r e f e r e n c e  s h o u ld  b e  m ade c o n c e rn in g  th e  S t a t e  
c o n s t i t u t i o n a l  r e q u i r e m e n ts  o f  m u n ic ip a l  a n d  s t a t e  d e b t s .  A l a s k a 's  
C o n s t i t u t i o n ,  A r t i c l e  9 , s e c t i o n  8 . . .  "  I h e  s t a t e  may a s  p r o v id e d  b y  law  
a n d  w i th o u t  r a t i f i c a t i o n ,  c o n t r a c t  d e b t  f o r  th e  p u rp o s e  o f . . .  m e e tin g  
n a t u r a l  d i s a s t e r s . "  N o th in g  i n  t h e  s t a t e  c o n s t i t u t i o n  i n d i c a t e s  t h a t  
t h e  s t a t e  n o r  th e  m u n i c i p a l i t y  c a n  c o n t r a c t  o r  o b l i g a t e  th e m s e lv e s  
c o n c e rn in g  econom ic d i s a s t e r .

A r t i c l e  9 , s e c t i o n  9 , "No d e b t  s h a l l  b e  c o n t r a c t e d  b y  an y
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political subdivision of the state, unless authorized for 
capital improvement by its governing body and ratified by a 
vote of those qualified to vote and voting on the question."

If the bill becomes law the question would be asked, "Could the 
governing body cause the subdivisions and municipalities to become 
indebted without a vote of those being encumbered by the debt?

Article 9, section 10. Ihe State and its political subdivisions 
may borrow money to meet appropriations for any fiscal year in 
anticipation of the collection of the revenues for that year, but 
all debt so contracted shall be paid before the end of the next 
fiscal year.

Article 10, Section 2. All local government powers shall be vested 
in boroughs and cities. The State may delegate taxing powers to 
organized boroughs aid cities only.

The question is: Can the State loan money to non-legal governmental
entities for the purpose of delegating organized boroughs and cities 
responsibilities without a test of the democratic process and legal due 
process in local governmental responsibilities as delegated under the 
state constitution? It would seem that the constitutional and 
statutory safeguards regarding establishment of organized boroughs and 
legally established cities with duly elected officials sworn to uphold 
the federal and state constitutions and the respective laws could be 
tested because of the debt prohibitions and safeguards of voters in the 
political subdivisions of the state.

The question may also be considered whether it is sound democratic 
policy for the state to delegate even incidentally debt obligations 
responsibilities that are reserved for democratically elected officials 
to nonelected officials that work for private nonprofit entities. 
Non-elected private individuals are not required to be sworn to such 
public service. Due process of the law provides many safeguards within 
the public domain. The democratic process must not be subverted 
therefore the State constitutional mandate that organized boroughs and 
legally established cities are recognized as legal entities for local 
government. To continue to do otherwise would undermine the 
constitutional safeguard of local representative government.

(Line 27) Sec. 44.47.060(c) Sets limitation of $50,000 loan to a 
municipality or unincorporated comnunity that did not receive aid under 
AS 29.60.010 —  29.60.375 for the state fiscal year ending June 30, 
1987. No doubt some of the same constitutional questions as were raised 
in a previous section of this bill can be asked here also.

Corrment: It is understood that the "economic disaster fund" is to be
requested through an amendment in the Governor's budget bill. The amount 
requested in the amendment is $600,000. If one large municipality were 
to request a conmunity economic disaster loan fund, there would not be 
sufficient funds for rural cities and unincorporated communities for
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which this bill was designed to provide for in terms of their economic 
conmunity needs.

Conment: FY/88 Supplemental request funding is for $258,000.
Objectives are stated in a letter to the Governor frcm Cabinet 
Subcommittee on Economic Dislocation, Item #2, page 5. Additional 
funding proposed for FY/89 includes requests for additional personnel 
and related items for a total of $920,900 as listed on page 6.
Rationale for requests are given in the same letter to the Governor 
dated October 15, 1987. I have asked Legal Services of the Legislative 
Affair Agency to provide HCRA Committee with a State Constitutional 
review f the debt issue discussed herein.
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LEGISLATIVE AFFAIRS AGENCY
M E M  O R A N D U M  F e b r u a r y  1 4 ,  1 9 8 8

SUBJECT: Commu n i t y  E c on o m i c  D i s a s t e r  R e v o l v i n g  Lo a n
F u n d  (HB 4 1 9 )

TO: Re p re s e n t a t i v e  H e i n r i c h  Sp ri nger

FROM: T a m a r a  Brandt Cook
D i r e c t o r  '
D i v i s i o n  of L eg al Servi ce s

HB 4 1 9  e s t a b l i s h e s  a n  e c o n o m i c  d i s a s t e r  r e v o l v i n g  l o a n  f u n d .  
T h e  C o m m i s s i o n e r  o f  C o m m u n ity  a n d  R e g i o n a l  A f f a i r s  i s  
a u t h o r i z e d  t o  m a k e  l o a n s  f r o m  t h e  f u n d  t o  m u n i c i p a l i t i e s  o r  
c e r t a i n  e n t i t i e s  i n  u n i n c o r p o r a t e d  c o m m u n i t i e s  t o  b e  u s e d  i n  
o v e r c o m i n g  e c o n o m i c  d i s a s t e r s .

T h e  b i l l  i t s e l f  d o e s  n o t  s e e m  t o  p r e s e n t  a n y  c o n s t i t u t i o n a l  
p r o b l e m s .  T h e r e  i s  n o  q u e s t i o n  b u t  t h a t  t h e  s t a t e  m o n e y  
a p p r o p r i a t e d  t o  t h e  f u n d  s a t i s f i e s  t h e  p u b l i c  p u r p o s e  
r e q u i r e m e n t .  H o w e v e r ,  i t  s h o u l d  b e  n o t e d  t h a t  
m u n i c i p a l i t i e s  t h e m s e l v e s  a r e  e x t r e m e l y  l i m i t e d  i n  t h e  
e x t e n t  t h a t  t h e y  m ay  c o n s t i t u t i o n a l l y  a s s u m e  d e b t  a n d  a s  t o  
t h e  u s e s  t h a t  t h e y  m a y  m a k e  o f  b o r r o w e d  m o n e y .  A r t i c l e  I X ,  
S e c t i o n  9 o f  t h e  s t a t e  c o n s t i t u t i o n  p r o v i d e s :

SECTIO N  9 .  LOCAL D EBTS. No d e b t  s h a l l  b e  c o n t r a c t e d  
b y  a n y  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  S t a t e ,  u n l e s s  
a u t h o r i z e d  f o r  c a p i t a l  i m p r o v e m e n t s  b y  i t s  g o v e r n i n g  
b o d y  a n d  r a t i f i e d  b y  a  m a j o r i t y  v o t e  o f  t h o s e  q u a l i f i e d  
t o  v o t e  a n d  v o t i n g  o n  t h e  q u e s t i o n .

T h i s  p r o v i s i o n  m a y , a s  a  p r a c t i c a l  m a t t e r ,  m a k e  i t  d i f f i c u l t  
f o r  m a n y  m u n i c i p a l i t i e s  t o  o b t a i n  m o n e y  f r o m  t h e  f u n d  
q u i c k l y  e n o u g h  t o  b e  u s e f u l  i n  a n  e c o n o m i c  d i s a s t e r  
s i t u a t i o n  a n d ,  s i n c e  t h i s  m o n e y  m ay  o n l y  b e  u s e d  f o r  c a p i t a l  
i m p r o v e m e n t s ,  a  l o a n  f r o m  t h e  f u n d  m i g h t  n o t  b e  h e l p f u l  i n  
m a n y  s i t u a t i o n s .  ( S e e  C i t y  o f  J u n e a u  v .  H i x s o n , 3 7 3  P . 2 d  
7 4 3  ( A l a s k a  1 9 6 2 ) )  I  a l s o  w o n d e r  h o w  a  m u n i c i p a l i t y  o r  
u n i n c o r p o r a t e d  c o m m u n i ty  t h a t  i s  e x p e r i e n c i n g  a n  e c o n o m i c  
d i s a s t e r  w i l l  b e  a b l e  t o  r e p a y  t h e  l o a n .

T B C : lm b  
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S T A T E  O F  A L A S K A

G o v e rn o r Steve Cow per 
State of Alaska 
P.O. Box A
Juneau, Alas ka 99811
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Dear G o v e r n o r  Cowper: LIEUTENANT GOVERNOR
I am w r i ti n g to express my sup po r t for yo u r  prop os e d $1.7 
m il li on  re quest to provide loans and te chni ca l a s s i s t a n c e  to 
rural c o mmuniti es  identified by Lt. G o v e r n o r  M c A l p i n e ' s  task 
f or ce  as ne edi ng assistance.

manager, I am aware of the problems fac in g these co mmun it ie s 
Your pr op o se d  "IMF" app roach is sound.

L et  me offer a few suggestions that mi gh t s t r e n g t h e n  the 
program.

1. The individuals selected to a s si s t the v a ri ou s  
co mm un i ti e s should be divided into t e a m s . Each team should 
c o ns i st  of the following types of skilled indivi du al s:

The ad vantage of this approach is that the c o m m u n i t y  has 
several skills and p er sp ectives  to dr a w upon. Ea c h  team 
w o u l d  spend three - four weeks in each community.

2. Enli s t  the a ss is tance of the Al as ka  M un i ci p al  
M a n ag er s  Association. The St at e' s ma n ag er s  ha ve  p r e v i o u s l y  
o f fe r ed  the assistance of "range-riders" to b e l e a g u e r e d  
c o m m u n i t i e s .

3. Follow-up is c r i t i c a 1. The team ass ig n ed  to each 
c o m m u n i t y  would be re s po ns ible for en s ur i ng  c o m p l i a n c e  with 
the teams' recommendations. Fu nding should be c o n t i n g e n t  
upon implementat io n of r e co m me nd e d changes.

4. Instruction is important. As S e n at or  Ad am s has 
pointed out, a large part of the p r o bl e m is the t u r n -o v er  of 
personnel which leaves a limited pool of q u a l i f i e d  local 
applicants. This pr ob le m  may, in many instances, be

H a vi n g spent several years w o r k i n g  in rural A l as l a as a

- Accountant;
- Municipal Ma n ag er  w it h  rural experienc e;  and
- Local G ov e r n m e n t  A s s i s t a n t  ( D CR A ).

Phone  (907)581-1251, 581-1357
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