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Alaska g>tate UegtslatureE

Pouch V
. Slate Capiiol
H ouse of Representatives Juneau, Alaska 99811
] (907) 465-4833
Committee on

Community & Regional Affairs

March 4, 1988

DT staton

a§0r 0
B tgtanon Alaska 99650
Re: HB 419 -Community Economic Disaster Loan Fund

Dear Mayor Oney:

YOéI messa e of c%ncerns on the abg !] |sIat|0n was received
a &as unable t(% reach ? ¥ 0 a have .enclosed
a coéy i mlnutes rom the ||rI u lic hearing
419,

estimony an thi can oud ages
througeh 14 0f the at%/acqh é Eebruary , 988 ommlte 9

minut

As vou w ill note from inutes, the Co mJtte d numerous

onéerns about the% } g?eC|§ed ﬁo hom éomml ttee.
or another hearlng at this time.

t has not been reschedu?e
w ill put your name o the list of people to be contacted for

E] g yg 19 ; phcp? oonasae

ave furt

e wlll 1
ﬁecﬂﬂ W}earm% galn (ﬁ¥ er questions
ter readln t ut lease do not hesitate to contact
me at s65- 4833 ank you for your interest.

Sincerely,

%artha Fischbach
ommittee Secretary

Enclosure
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' *HB-449"erea3—-£rMnic. ¢ Commrunity Entitlements
DA\TE. Tuesday, Feb. 16 198 : v
*B 419 Community Economic Disaster Loan Fund
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S tate o f A 1l aska
OFFICE Or THE GOVERNOR
U If BAI

February 1, 19ss

}he Iklgpoorablﬁ Ben Grussendorf
Pasaka State fegrs?ature

Juneau AK 9981l
Dear Representative Grussendorf:

Under the aythority of art. Ill, se f the ka Can-
stitutian, Lf tyr%nsmlttln a%lll }Ha? Te tdaé\l qn
communlty ecgnomlc ISaster Tevo vmgf oan d
Partm nt”of. Community an grona alr he cre ton of
his  fun for S center iece of a new prd ram 0 |na
craI an nrca assistance to co munr} cbr E
state that are teeterlnt% on t e ed declari ru
CY My .intention | ofer S |stance to ese om u—
ties ~ in (a 3/ that helps, them recover e Iscal
gtr%etrlt rtr; an vides a sound oundation for uture op-

ach communit L ible for. this assrstanc might suffer
rom eondl 10/TS t arE un| ue to a ﬁt la rF lon or
o e bill allg

call th state at reaso | S the
roeart ent W|de rlﬁtand rovr 'he pecifics, fo tne

;
rogram t he ad tion of ad nlstratlv u
at |onps gfo ns the fund to eOIt |th expertgqmdar?
rom th artment Provi eement
successful e urse h|s ef w il

rovide easy ﬂYu'[ItXnS or th Jaffe ted communltl s
ar

e

o munitjes " w need to clos artnership with

”Lwnd advrsers and make |ces oncerning  their
0ds of operation.

| urge you to favorably cons

Governor



" STATE OF ALASKA
1988 LEGISLATIVE SESSION

BILLVERSION :1IB 419
PUBLISHDATE :HOUSE 2/1/88

FISCAL NOTE

REQUEST:

Revision Date:

Title : "An Act establishing the community
economic disaster revolving loan fund,

Sponsor:  Kuies Committee

Requestor: Governor

EXPENDITURES/REVENUES:

OPERATING FY 88

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

FY 89
$34.1

$34.1

CAPITAL

REVENUE

FUNDING:

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

(Thousands of Dollars)

$34.1

POSITIONS:

FULL-TIME 1.0 1.

PART-TLME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

arroll, Deputy D irect”

Prepared by: |
Division : Administrative Services t
Approved by Commissioner: bpavid G. H o f

Agency: Community and Regional Affaiffi/

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impxted Agency(ies)

Agenr.yAffer.ied:
J3BRU: Administration and Support

(Thousands of Dollars)

FY 90
$35.1

$35.1

$35.1

| $35. 1

Pnmmnnity and Regional Affairs

Components *Community Economic Disaster

Loan Fund, Administrative Services

FY 92
$37.1

FY 93
$38.3

FY 91
$36.1

$37.1 $38.3

$36.1

$37.1 $38.3

$36.1

$36.1

$3°?.1 $38.3

Phnne « 465-4709

. .ffBate; .Tannery 1S, 1088

January 15, 1988



No. 1

HB 419
HOUSE 2/1/88

FISCAL MOTS ANALYSIS

A. Assunptions

Enactment of this legislation ./ill require the Department
of Community and Regional Affairs to oversee the issuance
and tracking of an estimated 20 to 40 loans per year. |In
addition, we will be required to assure that all payments

are made in accordance with a properly executed spending
plan developed by the community and professional staff in
the regional offices. When payback of loans begins in one
to two years, it will be this department's responsibility to
account for the receipt of those funds and to assure that
payback proceeds 1in accordance with the contract.

B. Staff Requirements
In order to respond to the responsibilities enumerated above
it will be necessary to establish a new Accounting
Technician | position in the Administrative Services

Division to review contracts, process payment and receive
and record payments at the appropriate time.

Computation of Salary Costs

1. Accounting Technician |, Range 12-A
Salary $24.9
Benefits 9 .3
Total JT4 71
No other position costs will be necessary.

Page 2 of 3



Position Title
Accounting Technician |

1tmc Status Staff Months

Full-tim e 12

I'ypc of Expenditure

1 2
Salary $24.9
Benefits 9.3
Premium Pay
Other
Total Personal Services $34.1
Travel
Contractual
Commodities
Equipment
Other
Total Cost
Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Other
Agency
Request For
BIUJ

New Position

Administration

Dinponcnt

Administrative

No. of Positions
1

Location

Juneau

Justification

and Support

Services

R/ t"Ne/Stcp

Page 3
Revised Date

Barg' UnitGGU

Election District

of

Amount This position w ill be the accounting contact
3 for the Loan Fund. The position w ill oversee
payment and tracking of loans to communities;

e n .j T assure that all payments are made in accordance
with a properly executed spending plan developer
by the community and professional staff in the

$34.1 regional offices. When payback of the loans
begins in one to two years, this position w ill
be responsible for controlling receipts and
to assure that all loans in repayment proceed
as agreed. This position w ill record loans
on the state accounting system and be respons-

$34.1 ible for year-end reconciliation of the account
$34.1
Community and Regional Affairs Fy 89

3aSNOH
6Ty &

88/1/¢



P.0.BOX AA
JUNEAU 99811
(907) 465*3520

TO. The Honorable Steve Cowper
Governor of Alaska

FRCM Cabinet Subcommittee on
Economic Dislocation

DATE October 15 1987
SUBIECT: Committee Recommendation

OHRMEW

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; it is one of the most significant
issues facing the State. There are two immediate manifestations of the

. Crisis:

1 POTENTIAL DEFAULT CF LOCAL GOVERNVENTS Aﬁproximately 40 small
local governments are in danger of default. This danger Is
manifested by unpaid Internal Revenue Service withholdings (some on
the order of $100000), unpaid FHCA withholdings, past due bills to
creditors, unpaid salaries to empl?%/ees, discontinued insurance
premums, no funding to address audit exceptions, and perhaps most
Importantly, an inability to maintain and operate their newly
constructed capital projects (water &sewer facilities, schools,
health clinics, electrical utilities, etc).

2 INCREASNG INDIMDUAL POVERTY. My 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 economc dislocation. The State has existing programs in
lace that assist those facing natural and individual disasters. The
partment of Military &Veterans Affairs (OWA) has the capability to
respond to natural disasters, (i.e., floods, earthquakes, fires). The
Department of Health and Social Services (OHSS) and/or the Department of

Labor (OQL) respond to individual economic distress through such
institutional programs as Aid to Family with Dependent Children, Food
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Stamps, Unemployment Benefits, etc. No current program exists that
addresses the needs of communities suffering a wide scale economic
dislocation, therefore, this conmittee focused on the broader question
of economic dislocation of communities.

It is important to note that many inquiries were received from
individuals and business enterprises who have also suffered economic
distress. It was generally agreed that it is not the function of this
Committee to mitigate the economic situation of private businesses. It
is, however, necessary that a department or committee, with the
appropriate technical knowledge, address this issue in the near future.

A wide range of discussion was held by the Committee with respect to
defining economic dislocation, as well as the extent of the State's
response to a/i economically dislocated community. While the Committee
will not, in this overview, recap all of those discussions, suffice it
to say that the Committee agreed that it would be unwise to create a new
pool of moH°Y aaSnSBSESg S S M E SSniZ 5 uwli® —
ppMcation, The fear was that every community in Alaska wouia declare
nemselves an economic disaster and apply for payment.

RECOMMENDATIONS

In addressing how the State should assist a community suffering from
economic dislocation, it was noted that strict definitional criteria
could exclude communities that were in an obvious state of economic
distress because they would not fit within the parameters of a specific
definition. Therefore, it is the belief of the Committee that certain
minimal standards should be established which would permit a greater
degree of objectivity in declaring a community an economic disaster, but
at the same time, would not restrict the State's response efforts.

L. It is the consensus of the Committee that there should be a
lead agency, and that the Department of Community and Regional
Affairs (C&RA) is best suited for this task.

The process would begin with a community submitting an
application in the form of a resolution. The resolution would
be submitted to C&RA and would request the Governor to declare
the community an economic disaster. Applications would only
be accepted from a community's governing body (i.., city
council, borough assembly, IRA council or traditional
council).? The resolution must state a willingness to submit

I/oae/ to a"full financial review, and abide by the .recommendations

__made~by;-£&RA -to mitigate the disaster even when this includes
layoff of employees and the shut-down of facilities .A In
conjunction with the resolution, the community should submit a
complete statement of why, in their opinion, they are
experiencing an economic disaster and a proposed mitigation
plan identifying the community's efforts to resolve the
situation.

3. C&RA would upon receipt of the resolution, community statement
and mitigation plan, conduct a thorough analysis of the
situation, and determine whether the community has the
resources to overcome the problem locally, or whether State
involvement is necessary. In that process, C&RA would be
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given authority to request technical assistance from other
departments. For example, the Department of Environmental
Conservation (DEC) may be asked to analyze water and sewer
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 (ADR&G) may be
asked to determine wildlife and fisheries resources available
a possible special subsistence harvest, if appropriate.
DHSS may be asked to provide technical assistance iIn
expediting individual programs, such as food stamp
distribution. DMVA would be called upon iIn the event that
life, health or public safety of a community is threatened.

- Upon completion of C&RA"s analysis, they would provide the
Governor with information that would include a description of
the problem, a recommended course of action, possible
solutions to prevent*recurrence a7i’"T" recommendation as to

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

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

The Committee understands that in many iInstances 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 iIs important to
note here that 1t 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.

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 seg.-

In the course of the review of applications for rural
development block grants that additional points be allowed to
those communities who have been declared an economic disaster.



/ 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 Ffishing

Cr.Q\D"irr m industry in southeast and western Alaska to determine the
gX " W appropriateness of lean payment dpferrals and recommendations
n for reallocation of stocks both h* gear and species.
11. In the event of widespread individual hardship, a contact
m should be established iIn your office to alert the proper

agency”"s designees to work in conjunction with voluntary
organizations who are active iIn disasters.

12. The administration should promote-~""o™yy~IKrtFwee+d-
-.emphasdze necessary capital projects normally completed by
Alaska residents with additional rpjjjjpr’™wind nivpn to
~otectsNIncommurvitiNF N deMMINEHHFIEILTILaSti jifiLSThis
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 iIs 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 iImperative 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.

Ay "k f A -
< [fto /il



Fiscal Note
Local Government Assistance

Department of Community and Regional Affairs
Municipal and Regional Assistance Division

for
Economic Dislocation Committee
October 13/ 1987

FY/88 SUPPLEMENTAL

Assuming beginning activities on February 1, 1988, the
following reflects five months of new positions and the
associated support funds:

Objective Funding
Personal Services $147.0
Travel 66.0
Contractual Services 45.0
Supplies -0-
Equipment -0-
TOTAL $258.0
Note: This fiscal note reflects Local Government Specialists

placed 1in five regional offices (Nome, Bethel, Dillingham,
Fairbanks and Anchorage) that will provide direct assistance to
the communities as well as oneaccountant which will provide
very technical support to the on-site technicians.
Additionally, the provision 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 development
and distribution of technical assistance materials in support
of the financial and accounting assistance is an integral part
of the financial assistance and, there-= :e, 1is included 1in this
request. The publications will be _.source documents which
remain with the communities; addressing such issues as
estimating 0&M costs for capital facilities, developing revenue

options and projections, and establishing <cash controls and
accountability techniques.



FY/89 PROPOSED BUDGET

Personal Services $352.9

Travel 158.0

Contractual Services 149.0

Supplies 2.Q

Equipment 139.0 (Data Processing)

Grants/Contracts 120.0 (Community Profiles
TOTAL $920 .9 Computer Program)

NOTE: This portion of the fiscal note fully funds (for a 12
month period): six positions noted above in the FY 88
Supplemental, fully funds the 1increased travel associated with
assisting communities with their financial problems, and
provides funding for the contractual services associated with
developing a full spectrum of financial publications necessary
to provide communities with resource materials.

Additionally, the proposed FY 89 budget 1includes a Community
Profiles Computer Program. In recent years, a major source of
cash in rural Alaska was capital projects which <created
numerous short term construction 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 1iIn many
rural communities and the communities are now about to feel its
impact. With tighter constraints on funding and more stringent
oversight, the magnitude of the problems resulting from a
general 1lack of management and Tfinancial record keeping skills
is coming to light. This situation has been exacerbated by the
additional financial pressure placed on communities by the
maintenance and operating costs of these same capital
projects. Furthermore, 1if local governments lose the capacity
to adequately maintain their recent 1installed infrastructure,
these capital projects will fall quickly 1into disrepair and

ruin, representing a loss to the State of well over 800 million
dollars.

To establish a more precise base for future -evaluation of
community assistance needs and program responses, the
Department proposes to establish and maintain a community
profile database containing current information on the
maintenance and operation characteristics, including costs, of

all public facilities in each community. The condition of the
extensive infrastructure erected 1in rural Alaska 1in recent
years, and the impact on communities of maintaining and

operating that infrastructure, are largely unknown factors.
This database would also track information on the number of

facilities which are 1inadequately maintained or are abandoned
as a result of declining oil revenues.



With this information, and other 1local government and land-use
information that would be included, the Department would be
able to target its outreach assistance and training program to
address the most serious problems such as how to maintain basic
health and safety services and facilities. This database would
also provide a basis for criteria for funding future capital
projects or for appropriating funds to assure that at least the
existing capital investments related to health and public
safety are operated and maintained. This effort could be
contracted out at an estimated cost of $2,000 per community.
IT unincorporated communities are included, the number is
around 250; however, the Department®s short vrange strategy Iis

address the most hard hit communities first. This year's
funding request would provide funding for 60 communities with a
focus on Interior regions. Once installed, the update and
maintenance of this database could be covered by existing staff
at no additional ongoing costs. (BRU: Local Government

Assistance, 120.0)

Finally, the Department proposes to increase the capabilities
of its regional office structure to respond effectively to the
rural crisis. The strategy to achieve this 1is to improve the
electronic communications and data processing capabilities of
the Department®s regional offices.

The strategy includes development of a centralized
grants/contracts data base and information system. This
provides funding for the purchase of new data processing
equipment; upgrades in existing hardware and software; and

maintenance of purchased equipment. (BRU: Administration and
Support, 139.0)



MEMORANDUM State of Alaska

Community and Regional Affairs

TO The Honorable Stephen McAlpine DATE; Novemoer 24, 1987
Lieutenant Governor
Chairman, Economic Dislocation FILEND: 0010A/DGH/PKP/pp
Committee STATE OF AWJSHWw* a65. 4700
"F ~pn P p\ 4bb 4/UU
- ' ; -\ '} _ - -
ftom: David G. Hoffm~An|£ r Pl. Economic Dislocation
Commissioner . Survey - Preliminary
< 2. '97 Report

LIEUTENANT GOVERNOR

Attached 1is a copy of the Preliminary Report on the Economic
Dislocation Survey. This report provides a general picture of
the struggle communities are facing as they continue their
efforts to maintain public facilities and provide public
services during these days of declining revenues.

As you are aware, Department staff are in the process of
conducting a more extensive analysis of all available data
(including information obtained from the Department”s of
Administration, Environmental Conservation, Revenue and Labor).
The results of that analysis, together with specific
recommendations for minimizing the problems communities are
facing, will be presented in a final report in late December.

Since you received a copy of the report during the Alaska
Municipal League Convention, the main purpose of this memorandum
is to invite specific recommendations regarding what 1issues
should be addressed in the final report.

In addition to the report, | have attached a copy of the survey
guestionnaire. Please feel free to identify any specific
gquestions or combination of questions on which you would Ilike us
to report.

Attachments: as stated

cc: Marty Rutherford, Director
Municipal and Regional
Assistance Division

Mike Harper, Director
Rural Development Division

Remond Henderson, Director
Administrative Services

ARy D)



Preliminary
Report On The
Economic Dislocation Survey

State of Alaska
Steve Cowper, Governor

Department of Community and Regional Affairs
David G. Hoffman, Comm issioner

November 1987




Preliminary
Report On The
Economic Dislocation Survey

Summary

The DepartmentofCommunity and Regional Affairs surveyed 128 cities across the state for
the Economic Dislocation Survey. Theresultsofthissurvey indicate thedownturnin thestate's
economy have resulted in significant effects to Alaska's small cities. As the full impacts of the
State's economy filter out to small cities there could be even more significant results.

Basic public health and safety services such as fire, police, health, water and sanitation have
been reduced across the State in an effort to accommodate declining revenues. Cities in the
YuKon-Kuskokwim Delta, Bering Straits region, Northwest Arctic Borough, and the Doyon
region appear to be the mostnegatively impacted. However, every region of the Sta 2reports
an increase in the number of cities with residents who are having difficulty paying for
municipal services.

The smallersecond class citiesare more dependentupon State Revenue Sharing than the large
municipalities. If further reductions occur in this program itcould resultin even greater cuts
to basic municipal services. Because oflocaleconomic conditions itisunlikely that mostcities
will be able to increase taxes or service charges to fund public health and safety services.

Finally, the survey indicates that a significant number of cities are reporting population
movements into or out of communities in search of work. It appears that the largestshare of
migrating families from small cities are moving to Alaska's urban centers.

Introduction

During October, 1987, the Department of Community and Regional Affairs, Division of
Municipal and Regional Assistance, conducted a telephone survey of top city officials of
Alaskan municipalities. The survey was designed to gather information on the economic
impactscurrently experienced by those municipalitiesoutside ofthe majormetropolitan areas.

This preliminary survey data has been presented on astatewide basis,by regions of the state,
and by community size. The intent of the survey is to focus upon the more profound and
widespread economic issues confronting Alaskan communities. The Department plans to
release a more complete report and analysis of the survey data in December.



Preliminary Report on the Econamic Dislocation Survey  PAGE-TWO

Municipal FY 88 Budget Reductions

W ith the recent downturn in the state's economy there has been a reciprocal reduction in
municipal revenues and expenditures. For the cities in the survey sample, it appears that an
overwhelming majority have reduced budgets this fiscal year. The Department will be
incorporating additional data once the analysis of this year's Revenue Sharing and Municipal
Assistance applications is complete. The following three charts present municipal budget
reductions statewide, by region, and by city size:

Chartl. Percentage of Surveyed Municipalities
with Budgets Reduced From Previous Year

Home Rule Municipalities 7.3
1st Class Cities 66.7%

% 10 20 0 40 50 60 0 80 D 100%

Chart 2. Percentage o: Surveyed Municipalities (By Region)
With Budgets Reduced From Previous Year
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Arctic Slope 252.
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Chart 3. Percentage of Surveyed Municipalities (By Community Size)
with Budgets Reduced From Previous Year
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Municipal Services Reductions

Thereductions in State Revenue Sharing (SRS)and Municipal Assistance (MA)combined with
the downturn in locally generated municipal revenues have resulted in a reduction in the
services provided by cities. Of the citiessurveyed, 95% have had toreduce atleastone service.
The charts below indicate which services have been reduced this year; statewide, and by

region:
Chart 4. Percentage of Surveyed Municipalities Statewide which
Have Reduced Services This Year
Fire 170
Police mmmmm i3,
Health Clinic mssmmm rw i:
Road Maintenance
Water Service Lz
Sewer
Landfill wm>i
Electric Services s h e
Laundry Facilities 73
Administrative Capacity 95%
City Facilities 41%
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Chart 5. Percentage* of Surveyed Municipalities (By Region)
W hich Have Reduced Essential Services
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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The reduced ability of families to pay municipal service charges compounds the problem of
reduced city revenues. The following charts identify where the impacts of reduced ability to
pay for municipal services are being experienced:

Chart 6. Percentage of Surveyed Municipalities (By Region)
Reporting An Increased Number Of Families Experiencing
Difficulty In Faying For Services
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Chart 7. Percentage of Surveyed Municipalities (By Community Size)
Reporting An Increased Number Of Families Experiencing
Difficulty In Paying For Services
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0-150 33%

151 - 300 1 64%

301 - 450 1 65%

451 - 600 L 80%

601 - 750 100%
Over 750 1 3%

10 20 30 40 50 60 70 80 90 100 %



Preliminary Report on the Econopic Dislocation Survey  PAGE HI\E

Municipal Efforts And Ability to Increase Revenues

Even though 43% of the cities surveyed report thattheir citizens are notas well off this year as
last year, the survey shows that a significantnumber of municipalities have increased local
revenues. Traditionally, citiesraise needed revenues by introducing orincreasing sales taxes,
property taxes and service charges. The lack of astrong local economic base and little taxable
property make it difficult for small rural cities to increase revenues through these traditional
means. To institute new or higher taxes could further stress a fragile economic structure. The
chart below identifies how many of the cities surveyed have been able to increase locally

generated revenues.

Chart 8. Percentage of Surveyed Municipalities (By Community Size)
Which Have Raised Taxes And Service Charges

m  Sales Tax SS3 Property Tax EU Service Charge
25 24 245
pil 2F
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Community Size

SRS/MA Impacton Municipal Budgets

Each year the State Revenue Sharing (SRS)and Municipal Assistance (MA) programs provide
municipalities with essential operating revenues. The reduction in funding for each of these
two programs from FY '86 to FY '88 amount to a little less than 32%. These reductions have an
especially large impacton the second dass dties asasignificantportion of their budgets come
from these program sources.
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Migration of Residents From Rural Small Cities

Therecentmigration ofurban residents from the state's major cities to points outside of Alaska
isdirectly related to thedownturn in the state economy. Residents of Alaska's smaller cities are
also migrating out of state, or into the larger Alaskan cities. Forty two percent of the cities
surveyed reported thatlocalresidentswere economically worse offthisyear than they were
in the previous year.The following chartsindicate the pattern of migration occurring in rural

small cities as reported by the municipalities surveyed:

Chart 10. Percentage of Surveyed Municipalities (By Region)
Reporting Population Migration
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Chart 11. Percentage of Surveyed Municipalities (By Community Size)
Reporting Population Migration
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The municipal officials surveyed reported that a only a small percentage of migrating
residents were remaining in rural Alaska. The greatestnumber of people were moving into
urban regional centers and the state's larger cities. The chart below indicates where people
were reported primarily to be moving.

Chart 12. Destination Of Outmigrants
As Reported By Surveyed Municipalities

Another Small
Alaskan Community

(17%)
An Alaskan
Urban Center
(58%) Out-of-State
(17%)
Don't Know

(8%)

Additional Municipal Debts
A significant number of small rural cities have incurred additional debts this year, placing

increased pressure on limited budgets. The following chartidentifies whatpercentage of the
cities surveyed have encumbered what kinds of increased debt:

Chart 13. Percentage of Surveyed Municipalities Statewide
Reporting Difficulty In Paying Debts
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Municipal Recommendations

Each city surveyed was asked how the , cal economic situation could be improved. As
expected there was awide range of responses. However, there were several important areas
of concurrence:

0 The Stateneeds to help cities develop facilities which enhance the utilization of local
natural resources and provide a sound economic base. For instance, a dock in
Akutan or a tourism projectin Emmonak.

0 Increase theamountofState Revenue Sharing and Municipal Assistance funding or,
ataminimum,notreduce thosefunding sources. Many cities also expressed adesire
to have SRS funding forroads brought back to full funding.

o Provide financial management technical assistance to the smaller cities.
0 Help cities reduce the cost of insurance rates.

0 Fund capital construction programs which will provide jobs to local residents.

Future DCRA Reports and Response to Survey

DCRA will do a thorough analysis of the community survey data prior to the Legislative
session. Survey data will be combined with Revenue Sharing program data to identify trends
and prepare a report with sufficient detail to support deliberations by the Governor and
Legislature. The future reportwill address the amountoffunds which are needed to preserve
the capitalinvestmentwhich the State has made in community facilities. An assessmentof the
ability of local governments to raise the funds to maintain these facilities will also be included
in the final report.

Many of the recommendations made by the surveyed communities are currently being
addressed by DCRA. The Department's new Rural Economic Development Initiative (REDI)
program is designed to address the need for funds to support local economic development.
Municipal and Regional Assistance Division staff are developing training materials and will
be providing financial management assistance to many of the communities surveyed.

Inaddition, the Departmentwillbe coordinating with the DepartmentofEnvironmental Con-
servation and PublicHealth Service toidentify communitieswho may beshutting down water,
sewer or washeteria services in order to provide them emergency assistance. Coordination
with otheragencieswillbeinitiated asthenature oflocalproblemsismore thoroughly assessed
during the nexttwo months.



ECONOMIC DISLOCATION SURVEY

INTERVIEWER:
COMMUNITY:
REGION: __ Arctic Slope Region Doyon
Northwest Arctic Bering Straits
Y-K Delta Bristol Bay
Aleutians Kodiak
Southcentral Prince William Sound
AHTNA Southeast
POPULATION: CLASS: __ First Class City
(Round to nearest 50) Second Class City

Community Association
Traditional/IRA Council

PERSON INTERVIEWED

IS THE: Mayor (or chief elected official)
City Manager (or organization official)
City Clerk City Administrator
Councilmember Vice Mayor

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

The purpose of this survey is to determine what affect the slow
down 1in the Alaskan economy 1is having in rural communities.

There are several parts to the survey, all of which attempt to
get a more accurate picture of the financial health of rural
communities. Information collected from the survey will be
compiled to give regional profiles. Information on individual
communities will not be a part of the report.

To help determine what the economic situation 1in your region of
the State, please answer the following questions.

1. MUNICIPAL INCOME

1. Is your operating budget Iless this fiscal year than last
years® budget? Yes No Don*t Know

If your budget is less, which of the following Dbest
describes the budget amount?

50% or less than last years budget

50% to 75% of last years budget

Between 75% and 100% of last years budget

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

Sales Tax Yes No Amount of Increase
Property Tax Yes No Amount of Increase
3. Thinking about the future of your community over the next

couple of years, how would you describe its financial
situation?

Critical Serious Concerned Acceptable No Problem
I1. MUNICIPAL/COMMUNITY SERVICES

1. Does your community provide fire protection? Yes No

If yes, has your community had to reduce the Ilevel of this
service 1in any way? Yes No

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?

Reduced Positions ~  Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance __ Materials not Replaced
Reduced Hours Reduced Operational and

Maintenance Dollars

IT the current financial situation continues will you be able

to continue this service? Yes No Don"t Know
2. Does your community provide police protection beyond having a
VPSO position?
Yes No Don*"t Know

IT yes, has your community had to reduce the 1level of this
service 1in any way? Yes _ No Don*"t Know

IT yes, how has the community reduced the cost of providing
this service?

Reduced Positions __  Reduced Salaries
Reduced Training ___  Equipment not Replaced
Reduced Insurance ___ Materials not Replaced
Reduced Hours Reduced Operational and

Maintenance Dollars

IfT the current financial situation continues will you be able
to continue this service? Yes No Don*"t Know
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Does your community provide funding for the provision of a
community health clinic?
Yes No Don"t Know

IT yes, has your community had to reduce the level of this
service 1in 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?

Reduced Positions Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance Materials not Replaced
Reduced Hours Reduced Operational and

Maintenance Dollars
IT the current financial situation continues will you be able
to continue this service? Yes No Don"t Know

Does your community provide road maintenance?
Yes No Don"t Know

IT yes, has your community had to reduce the Ilevel 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?

Reduced Positions Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance Materials not Replaced
Reduced Hours Reduced Operational and
Reduced Testing Maintenance Dollars

IfT the current financial situation continues will you be able

to continue this service? Yes No Don"t Know
5. Does your community provide water service?
Yes No Don"t Know

IT yes, has your community had to reduce the level of this
service 1In any way? Yes No Don"t Know

Have energy <costs been a -factor 1in the vreduction of this
service? Yes No v Don*"t Know
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Kow has the community reduced the level of this service?

Reduced Positions Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance Materials not Replaced
Reduced Hours Reduced Operational and
Reduced Testing Maintenance Dollars

situation continues will you be able

If the current financial
Yes No Don®"t Know

to continue this service?

raised rates Tfor this service in the last

Has the community
Don"t Know

year? Yes No

How does your city bill for this service?
Flat Rate Metered Charge No Billing Don"t Know

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:
Residental Institutional Commercial]

Does your community provide sewer service?
Yes No Don"t Know

community had to reduce the level of this

IfT yes, has your
No__ Don"t Know

service in any way? Yes
costs been a factor in the reduction of this

Have energy
No Don"t Know

service? Yes

How has the community reduced the level of this service?
Reduced Salaries
Equipment not Replaced
Materials not Replaced
Reduced Operational and
Maintenance Dollars

Reduced Positions
Reduced Training
Reduced Insurance
Reduced Hours

situation continues will you be able

If the current financial
No Don"t Know

to continue this service? Yes

Has the community vraised rates for this service in the Ilast
year? Yes No Don"t Know

How does your city bill for this service?

Flat Rate Metered Charge No Billing Don"t Know

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:
Residental Institutional Commercial]
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7. Does your community provide landfill services?
Yes No Don"tKnow

IT yes, has your community had to reduce the level of this
service 1in any way? Yes No Don"t Know

IT yes, how has the community vreduced the level of this

service?
Reduced Positions Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance Materials not Replaced
Reduced Hours Reduced Operational and
Reduced Pick up Maintenance Dollars

IfT the current financial situation continues will you be able
to continue this service? Yes No Don"t Know

Has the community raised rates for this service in the Ilast
"year? Yes No Don"tKnow

How does your city bill for this service?
Flat Rate Metered Charge No Billing Don"t Know

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:
Residental Institutional Commercial]
8. Does your community own the electrical utility service?
Yes No Don"t Know

IT 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"tKnow

How has the community reduced the level of this service?

Reduced Positions Reduced Salaries

Reduced Training Equipment not Replaced
z Reduced Insurance -Materials not Replaced

Reduced Hours ReducedOperationaland

Maintenance Dollars

IfT the current financial situation continues will you be able
to continue this service? Yes No Don"t Know

Has the community raised rates for this service 1in the Ilast
year? Yes No Don"t Know

BFEH m BUHB
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10.

How does your city bill for this service?
Flat Rate Metered Charge No Billing Don"t Know

Does your city have a special billing rate for institutional
users (schools) and commercial users (canneries)?
Yes No Don"t Know

What would happen to this service if power cost equalization
funds were reduced?

Severe reduction Moderate reduction
No reduction ___ Don"t Know

Does your community own and operate a laundry facility?
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 1in the reduction of this
service? Yes No Don"t Know

How has the community reduced the level of this service?

Reduced Positions Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance Materials not Replaced
Reduced Hours Reduced Operational and
Reduced Pick up Maintenance Dollars

IT the current financial situation continues will you be able
to continue this service? Yes No Don"t Know

Has the community raised rates for this service 1in the last

year? Yes No Don"tKnow
[What are the rates for the following:
Washers Dryers)
Does your city or community organization employ
administrative personnel?
Yes No Don"t Know

IT yes, has your community had to reduce this expense?
Yes No Don"t Know

If yes, how has the community reduced the cost of providing
this service?

Reduced Positions Reduced Salaries
Reduced Training Equipment not Replaced
Reduced Insurance Materials not Replaced
Reduced Hours Reduced Operational and

Maintenance Dollars



Page Seven

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

11. Does your city/community own and operate facilities, such as
a community hall? Yes No Don"t Know

If yes, has your community had to vreduce the expense of
providing this service 1in 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?

Reduced Positions _  Reduced Salaries
Reduced Training _____  Equipment not Replaced
Reduced Insurance ~ Materials not Replaced
Reduced Hours Reduced Operational and

Maintenance Dollars

IT the current financial situation continues will you be able
to continue to maintain these facilities?
Yes No Don"t Know
I11. COMMUNITY FINANCIAL HEALTH

1. Are your community®"s residents as well off this year as last
year?

Better About the Same Worse

IT worse, why do you feel this situation has occurred?

Bad Fishing Season __ No fires to fight
No local Projects __ Fewer School Jobs
2. Has your city/community been asked by other agencies or
non-profits to help fund additional services this year?
Yes No Don"t Know

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

3. This vyear, have you noticed an increase 1in the number of
families that are having difficulty paying service charges on
time? Yes No Don*t Know
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4. Does the city cut off services to residents who can not pay
for services? Yes No Don*tKnow
5. Have there been families moving out of the community this
year to look for work?
Yes No Don"t Know

IfT yes, htve most moved to one of the following:

Urban center AnotherVillage Qutof State Don*"t Know
6. Have families moved into your community looking for
employment this year?
Yes No Don™t Know
7. Does your city/community need additional technical assistance
to deal with present and future economic problems?
Yes No Don"t Know
8. Has your community 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 Audit Costs Cost of Audit Exceptions
Other

10. What <could be done to help the economic situation 1in your
community?

11. Does your city/community carry any liability insurance?
Yes No Don"t Know

12. Does your city/community carry any property loss insurance?

Yes No Don"t Know



FOSTER Program:
Questions and Answers

—"

WHAT DOES "FOOTER"™ STAND FOR?
ANSWER: “financial Outreach Services To Enhance Recovery”
QUESTION: WHAT IS "FOSTER™?
ANSWER: FOSTER 1i1s a program to help communities that have
immediate and critical financial problems. It is a two part
package for financially distressed communities: 1. A loan fund
for those com®™ unities Tfacing economic disaster; 2. Financial

management assistance for those communities that need that help.

Loans from the 1loan fund will be used to pay one-time/ short

term city debts. Repayment will begin after two years, with a
payback period of five to ten years.

Financial management training and specialized technical
assistance will be provided to help communities deal with
severe money problems. This training and assistance will be
provided by five financial specialists ("Municipal Finance
Analysts™) located 1in regional offices of the Department of
Community and Regional Affairs. These specialists will operate
as part of a team with other Department staff to provide a
complete range of services including city management, Tfinancial
management, bookkeeping, and planning.

QUESTION: WHAT HAPPENS IF COMMUNITIES DON*T PAY THE LOAN
BACK?
ANSWER: No payment is due for two years. After two years,

the community has the option of setting up a repayment
schedule, or paying offthe Iloan ina lump sum, or the State
may withhold a small percentage of that community®s revenue
sharing each year until the loan 1is repaid.
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QUESTION:  WHY 1S THE PROGRAM NEF®" ,D?

ANSWER: FOSTER 1is an attempt to meet the need for immediate
financial help to numerous cities that have severe problems
caused by the recent economic downturn. A cabinet
subcommittee, chaired by Lt. Gov. Stephen McAlpine and
involving several state departments and staff from the
Governor®s Office, held meetings around Alaska to gather
information on the state of economically distressed
communities. The subcommittee found thac many communities are
nearing Tfinancial collapse.

A survey of communities conducted by the Department of
Community and Regional Affairs shows the extent of the problenm
in more detail. Results of that survey are expected " be
released in a few weeks.

QUESTION: WHY A LOAN PROGRAM; WHY NOT GRANTS?

ANSWER : Many of the problems facing communities today
result, at least in part, from thinking that State money would
always Dbe available. Grants could serve to reinforce those
beliefswhich would only put off the day that the problem must
be faced and solved. Loans will provide "breathing space" to
local governments, giving them time to get administrative
systems in order and develop an approach to meet needs and

obligations. The technical assistance program will contribute
to the process by providing training and specialized
knowledge. While grants tend to create dependency, Jloans can

promote self-reliance and self-esteem, giving communities the
sense that they can solve their own problems.

QUESTION: HOW CAN COMMUNITIES WITH SEVERE FINANCIAL PROBLEMS
PAY BACK LOANS?

ANSWER: Loanswould be limited to half of the amount
received by thecity the previous vyear from the state"s
municipal assistance and revenue sharing progrcm, and would
have a grace period of two years before repayment begins. The

average loan amount 1is expected to range from a low of $15,000
to a high of $40,000. Since payments would be spread out over
a period of five to ten years, the burden of repayment is not
expected to be overwhelming for communities once their
financial systems are in order.



QUESTION: WHY SHOULD THE STATE BAIL OUT COMMUNITIES?

ANSWER: This 1is not a "bail out"™ program. It provides time
for communities to get the training and the help to put their
own affairs 1in order. In most cases, the problems are a result
of the Jlack of trained personnel in the community with the
necessary technical skills to manage a community®s finances. A
secondary cause may be the recent availability of large grants
leading to the unprecedented growth of facilities which must
now be maintained.

QUESTION: WHAT COMMUNITIES WILL BE ELIGIBLE AND HOW DO THEY
APPLY?

ANSWER: Exact eligibility requirements have not yet Dbeen
established by the Department. Assistance will be directed
towards those communities which have been identified as
financially distressed. Application will be made by the local
governing body which must agree to a financial review by the
Department. In severe cases, the community may have to agree

to financial oversight by the Department.

QUESTION: DOES DCRA WANT TO TAKE OVER COMMUNITIES?

ANSWER: ““ No. The Department firmly believes that the
operation of local governments is a responsibility of the mayor
and council. There 1is no intention to 1impose conditions on

communities without the approval of the governing body.

QUESTION: HOW WILL THE ASSISTANCE BE MADE AVAILABLE?

ANSWER: Two categories of assistance are being considered
for the progranm. The 1less structured category will require a
commitment by the council and mayor to work with the department
to resolve the financial problems. This is similar to existing
agreements for the Department®s Circuit Rider Training Program.

The more structured will 1involve helping the council and mayoi
develop a financial management plan and assist them to qualif*/
for a loan from the community economic disaster loan fund. This
may help to "take the heat o~f" of communities, assuring
creditors, such as the IRS, that problems will be resolved and
debts will be paid.

Key to the program, however, will be the 1involvement of the
council, mayor and staff of the community. Past experience has
shown that unless local residents are involved 1in the problenm
solving process, no lasting resolution will result.
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QUESTION: WILL A COMMUNITY®"S FINANCIAL SITUATION BE MADE
PUBLIC?

ANSWER: As public Dbodies, the State and cities have to
conduct operations in the light of day. Financial transactions
are public information and a community®s financial situation 1is
a matter of public record. However, the Department will not
publicize the plight of any particular community. The intent

is not to embarrass any community but to help the community
solve 1its problems.

QUESTION: WHY CAN"T DCRA PROVIDE ASSISTANCE WITHOUT
ADDITIONAL FUNDING?

ANSWER: In order to address the problem of municipalities
facing financial disaster, a significant commitment cf
resources will be necessary. To avoid severe cuts in other
services, the Department needs additional staff and additional
expertise and also needs the funds for the Iloan program. The

staff- and loan funds will complement each other to provide the
complete assistance package nhecessary.

QUESTION: HOW MUCH FUNDS ARE BEING REQUESTED?

ANSWER: * For Fiscal Year 1989, the Governor has requested
S1,251,000. $600,000 for the community disaster loan fund, and
$651,000 for the technical assistance progranm.

QUESTION: WHEN  WILL THE PROGRAM START AND WHEN CAN
COMMUNITIES APPLY FOR ASSISTANCE?

ANSWER: The Department is already providing limited
assistance to some communities. The FOSTER program will be

implemented as soon as the Legislature approves the program and
the appropriate bill is signed 1into law by the Governor.
Because of the urgent need, the Department 1is establishing loan
eligibility criteria and will be ready to hire staff as soon as
funds are received. The Department will make every effort to
ensure that communities needing assistance are TfTully 1involved
in the program well before December 1988.

QUESTION: WHAT INTEREST RATE WILL BE CHARGED FOR THE LOAN
PROGRAM?

ANSWER: While the exact interest rate for Iloans has not been
determined, the Department expects that low or no interest will
be charged.
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QUESTION:  WHAT WILL THE "FOSTER"™ STAFF ACTUALLY DO?

ANSWER: FOSTER staff will be based in regional offices to
deliver services directly to financially ailing communities.
Examples of the services these people will provide include:

0 detailed analysis of existing financial condition of cities;

0 recommendations to local governments resulting from the
analysis, regarding such areas as financial management systems,
sources of revenue, and financing local utilities and services;

< assistance to cities in implementing recommendations and
local financial plans;

< training staff and elected officials 1in municipal finance
management.

QUESTION: WHY NOT GIVE THE "FOSTER™ STAFF MONEY DIRECTLY TO
COMMUNITIES?

ANSWER: Given the extent of the problem, the amount of money
requested 1is extremely limited. On a per community basis, it
will not amount to very much at all. The most efficient use of
these funds is to support a team of financial management
experts who will provide a high level of specialized assistance
and training to many communities.

QUESTION:  WHY NOT CONTRACT OUT INSTEAD OF HIRING NEW STAFF?

ANSWER: There are many situations in which contracting
services 1is better than hiring staff. This 1is not one of those
situations. The FOSTER program will be better served through a
staff of financial specialists assigned to regional offices.
The Department®s cost analysis indicates that more communities
could be served by staff than through <contracted services.
Accessibility of the services in rural vregions will also be
assured, which is not always easy to do on a contractual basis.

The financial specialists will be integrated into the
Department®s organization, becoming part of the assistance
team. This will allow for efficient transfer of information
between existing staff and the new specialists. For the
continuous long-term approach needed to resolve community
financial problems, regionally based permanent Department
employees are more appropriate than contractors.
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70 The Honorable Steve Cowper W paTe: December 22, 1987
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THRU: Garrey Peska TeLerHone no.. 465-4700

Chief” of Staff
SUBJECT: DECISION MEMORANDUM:
Economic Dislocation

Rosita Worl, Special AssistantjJ/u

A. SUMMARY orF ISSUE '

The Cabinet Committee on Ecopomic Dislocation submrttedgrt fina
recommend tions to you on October 15~ We have reviewed those

recommendations apd ‘are proposing several revisions. The primary
revisions are as follows:

0  Redyce the number of elements in the economic dislocation
package from twelve to Six by combrnrnP several elements and
dropping two relatively insignificant efements, ,

o Deal with complex fisheries” allocation problems in another

forum.

o Provide funding for the package by reallocating money in_ the

roposed FY89™ Department of “Community and Regional Affairs
%C& A) %udge P Y ’

We request that you approve and sign the rural recovery Eack,age
outlined in the dattached draft of a memo from you to the Cabinet
Committee on Economic Dislocation Also attached is financial
information relevant to the package.

B.  SUMMARY OF PROPOSED PACKAGE

The six point'package we are proposing consists of the followin
elementsp d J Prop J J

1. Establish a new process for declaring community economic

disasters.
2. Reallocate $1,251,000 from designated grants to .fund
.%600,00,0 economic disaster loan ‘tund _and 651,000 to fund
inancial Qutreach Services to'Enhance Recovery (FOSTER
3. Reallocate $224500 in job | % funp in the FY 89 C&RA
Budget to provide pzém ing for the Ruraj. Economic
eveloment Inrtratrv ED 6 program
4, Authorjze a FY 83 supplemental appropriation of $258,000 to
immediately |mp|emen |OI‘-)OSTER. PRI $

001 A(R*V 10.84)



5. Commit to a major effort to pass Administration bill SB 263
which 1increases oversight on municipal grants and provides
agencies with more flexibility .in dealing with audit
exceptions.

6. mote the inclusion in the s”p”ementaL”c”pital”bu”get of
jects™hich raehjc$\the op~ratiohv and/Inainrename cé&fits—of
stirfg NDubLiTcly-own"d- facilitivs™ and projects in

nonucallys'TJistressed communities.

C. TIMING OF DECISION

We request a decision on this package during a meeting scheduled
for 11:00 a.m. on Wednesday, December 23, 1987. A decision
within this time frame would allow for the following:

< Incorporation of a Christmas theme into the announcement of
the recovery program.

< A more comprehensive response to rural fuel problems,

0 A formal rural policy firmly 1in place prior to the Anchorage
Daily News series on vrural problems which 1is scheduled to
begin running 1in January.

In recent weeks the economic situation in rural Alaska.has deteri—
orated seriously. We are dealing daily with communities that are
on the verge of some sort of disaster. Dozens of communities face
financial collapse, and at least sixteen communities will run out
of heating oil this winter. We also expect many communities to
default on state bulk fuel loans.

The Department of Community and Regional Affairs has  just
completed a comprehensive four-month study on hardships currently
facing municipal governments. This study 1is based on a telephone
survey of 138 communities. Findings from this study include the
following:

95 percent of the municipalities have reduced one or more
essential services. Staffs have been reduced to Dbara
minimums and routine facility maintenance 1is often neglected.
25 percent of the communities expect to totally.eliminate
police, fire protection, or health <clinic services in the
future.

40 percent of the communities reported substantially
increased difficulties in collecting fees for essential
community services.

20 percent of communities vreport overdue debts that they
cannot pay - primarily to the IRS.

AGREE DISAGREE

Cowper, Govern

Dat
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T0: Members of the DATE: December 23# 1987
Cabinet Committee on
Economic Dislocation FILE NO.: 0240J/PKP/CC/gmw
V. -v L
THRU: * TELEPHONE NOo.: 465-4700
* . . SUBJECT: SIX POINT RURAL
eeT- - . T ) - T < " "e e  RECOVERY PACKAGE
RTOM: The Honorable Steve Cowper-. . ; ] -
.S.- " _Governor
;o if,
W
> I would Ilike to thank all of you for the many hours you spent in
preparation .of the thoughtful and wuseful recommendations you
eN-_./submitted to me. Your recommendations provide the h”-s for this
— Rural Recovery Package. I have decided to focus Lnis package on
" .issues relating to local governments and, as such, [ am
AT Tenconsidering the .important fisheries issues raised in your
e _-.recommendations elsewhere.

.1 have delayed making a final decision on your recommendations so
e that 1 could consider the 1issues you raised in the context of the
overall budget process. I have also waited to see the results of
.the final report by the Department of Community and Regional
Affairs on economic dislocation. .=

My Rural Recovery Package consists of the following actions.

* 1. ESTABLISH A PROCESS TO DECLARE COMMUNITY ECONOMIC DISASTERS

The Department of* Community and Regional Affairs (C&RA) will be the
lead agency 1in the process of determining whether a community

economic disaster exists. The process will begin with the receipt

by C&RA of a resolution requesting the Governor to declare a

community economic disaster. Applications will only be accepted
*

from a community®s governing body. *

The resolution would include a statement of the community”s
agreement to undergo a full financial review, and to implement the
recommendations made by. C&RA to mitigate the economic disaster.
"This could include Jlayoff of employees and the shut-down of

facilities. C&RA will be sensitive to the potential for legal
liabilities which might arise from such state actions and will take
appropriate steps to mitigate any such liability. The resolution,

will also include a clear statement by the community of the reasons
for the economic disaster.

C&RA will conduct a thorough analysis of the situation to determine
whether the community 1itself has the vresources to overcome the
problem, or whether State involvement 1s necessary. C&RA will Dbe
given authority to request technical assistance from all state
agencies. Assistance from otner agencies could range from technical

DRAFT
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assistance 1in managing particular services (e.g., sewer and water
facilities), to assistance in expediting individual programs (e.g-,

food stamp distribution). C&RA will also consult appropriate
federal agencies. The department will then provide my office with
information that includes a description of the problem, a
recommended course of action, possible solutions to prevent

recurrence, and a recommendation as to whether a declaration of
community economic disaster should be made.

2. REALLOCATE $1,251,000 TO CAPITALIZE AN ECONOMIC DISASTER LOAN
FUND AND INCREASE FINANCIAL TECHNICAL ASSISTANCE

In many instances, only the availability of additional funding w##l

avert financial default. Therefore, a community economic disaster
loan fund of $600,000 will be established within C&RA. Once a
declaration of community economic disaster has Dbeen made, a

community may be permitted, to borrow an amount equal to 50 percent
of its prior year®s municipal assistance and revenue sharing, with
repayment amortized over a five to ten-year period. No repayment
will be required for one to two years after the Jloan 1s made.
Disbursements will be made from this fund for short-term, one-time
expenditures. Loans will be awarded by the Commissioner of C&RA
pursuant to a detailed spending plan prepared by the community in
conjunction with C&RA staff. A formal promissory note must be
signed by each community receiving a loan. Detail id regulations

governing the administration of this loan fund will be promulgated
by C&RA.

The Financial Outreach Services to Enhance Recovery (FOSTER)
program will operate in conjunction with the loan fund. This
program will provide detailed financial management training and

oversight to distressed communities. Six new Tinancial management
and training positions will be <created within C&RA under this
program at an annual cost of $651,000. These personnel will
administer the economic disaster assessment process, provide

training, oversee the use of economic disaster loan funds and,

where necessary, will serve 1in a capacity similar to that of
bankruptcy trustees.

Funding for the Community Economic Disaster Loan Fund ($600,000)
and for the FOSTER program ($651,000) will be obtained 1in the FY 89
budget through the reallocation of $1,251,000 1in the ™esignated

grants line 1item 1in the C&RA budget. (Financial back up 1is
attached.)

3. REALLOCATE $224,500 TO ENHANCE THE REDI PROGRAM IN C&RA

The primary goal of this recovery package 1is to assure the survival

of local governments. However, in many areas, the survival of
local governments 1is tied directly to the health of the local
economy. The financial existence of many communities 1is threatened

by the 1increasing inability of residents to pay user fees for local

government services.



To promote the development of vrural -economies, $224,500 will be
transferred from job training programs in C&RA to the REDI

program. This will allow C&RA to focus its efforts on the poorer
communities of the state where successful economic development
requires a great deal of technical assistance. If adequate
technical assistance 1is available, it will then be possible to

award extra points 1in the REDI competitive grants process to those
communities that have been declared community economic disaster
areas. If adequate technical assistance is not available,
preferential treatment of these communities would almost certainly

result in throwing good money after bad. (Financial back up is
attached.)

4. AUTHORIZE A FY 88 SUPPLEMENTAL APPROPRIATION OF $253,000 TO
ALLOW THE EXPEDITED START - UP OF THE FOSTER PROGRAM

The current condition of many local governments 1is so critical that

state assistance 1is needed immediately. With the timely passage of
a supplemental appropriation, it will be possible to hav.e the
FOSTER program operational by March. (Financial backup is
attached.) /-

5. PROVIDE STRONG SUPPORT FOR SB 263 WHICH INCREASES STATE
OVERSIGHT OF MUNICIPAL GRANTS.

I am firmly committed to work for the passage of Administration
bill SB 263 which increases state oversight of municipal grants and

could provide an opportunity for granting agencies to relieve
financial difficulties for some communities.

6. FUND CAPITAL PROJECTS WHICH REDUCE THE OPERATING AND
MAINTENANCE EXPENSES OF LOCAL GOVERNMENT AND PROJECTS WHICH
ARE LOCATED IN ECONOMICALLY DISLOCATED COMMUNITIES.

The Administration will promote legislative enactment of funding
for necessary capital proje- ts which are normally completed by
Alaska residents. Additional consideration should be given to
eprojects in economically dislocated communities and to projects
which would result in significantly reduced operating and
maintenance costs for Jlocal governments. The focus should be on
small to medium sized projects that are going to be required in any
event, and are merely accelerated by this process.



FY 1989 REALLOCATION OF DESIGNATED
GRANTS COMPONENT
(BACK-UP TO RECOMMENDATION & 2)

FOSTER Personal Services $352.9
Travel < 158.0
Contractual Services 49.0
Supplies 2.0
Grants/Contracts 89.1
Total FOSTER 651.0

Community Economic Disaster

Loan Fund 600 .0

Total Recommendation 82 $1251.0

Reallocate $1,251.0 of the amount in the Designated Grants
component to fund FOSTER, $651.0 and the Community Economic
Disaster Loan Fund, $600.0. The amount remaining in the
Designated Grants component would fund Alaska Legal Services,

$475.0, Special Olympics, $72.0, and the Rural Airport
Assistance Program, $38.2.

The following describes in more detail the positions,
associated costs and database information that would be
provided through adoption of this recommendation:

1. Five Local Government Specialists and one Accouncant.
These postions would be placed in various field offices to
assist communities with severe management problems. Support
costs would provide necessary travel, anddevelopment or
purchase of financial training materials which would focus on
budgeting, revenue sources, cost controls, and accountability.
(These same positions are requested 1in the FY 88 Supplemental

request, Recommendation £4) This recommendation would Tfund
them for the following 12 months in FY 89.

2. Community Profile database. This would allowinformation
gathered on communities to be in a readily accessable form.
This 1information would 1include the following types: -xisting
capital projects and their condition; maintenance and
.operation costs; land ownership and use; and abandoned

facilities. The cost per community 1is estimated at $2.0. <The
Department could include 45 communities in the database,

concentrating on interior regions, with the $89.1 requested in
the Grants/Contracts line.

3. The Community Economic Disaster Loan Fund would provide a
small amount to make loans to communities that qualify as
economic disaster areas. Limits would be placed on the amount
of loan available. Pay back would begin within 1 to 2 years.



FY 1989 REALIGNMENT OF $224,530 IN
THE JOB TRAINING PARTNERSHIP COMPONENT
(BACK-UP TO RECOMMENDATION 1 3)

REDI Personal Services 134.7
Travel 36.0
Contractual Services 50.8
Supplies 3.0
Total REDI $224.5

Tv.ve total amount of the above request could be found within the
Department®s FY 89 budget if the following budget component

amounts were realigned. On that basis, the following is
proposed:

Realign the Job Training Partnership Act, Dislocated Worker
Component, General Fund increment of $300.0 by transfering from
the grant line item, $134.7 to personal services, $36.0 to
travel, $50.8 to .contractural and $3.0 to supplies. This
realignment would leave $75.5 1in the grant line item and allow

the Department to retain the ecomonic program initiated during
FY 88.

The funds requested for the REDI program would fund two
economic development specialists located 1in Fairbarks (this
position was included in the FY 38 budget) and Bethel (this is
a new position request) to spearhead the effort of this
department to increase business and eemployment opportunities;
promote self-sufficiency and diversification in local
economies; and to expand the capacity of Ilocal communities to
plan and support economic development. Also included in the
personal services category 1is funding for one clerk typist for
support of the professional positions. Necessary travel,
contractual and supply costs are included.



PROPOSED SUPPLEMENTAL FOR FY 198P
(BACKUP FOR RECOMMENDATION & 4)

Assuming activities beginning on February 1, 1988, the
following reflects five months of six new positions and the
associated support funds:

Personal Services $147.0
Travel 66.0
Contractual Services 45.0
Total $258.0

This supplemental request reflects Local Government Specialists
eplaced 1in five vregional offices (Nome, Bethel, Dillinghanm,
Fairbanks and Anchorage) that will provide direct assistance to
the communities, as well as one accountant in Juneau which will
provide assistance on complex accounting 1issues to the on-site
technicians. The remaining support costs will allow adequate
travel for personnel and enough funds to develop and distribute
financial an ) accounting material directed toward rural
Alaska. Thes ! materials will address estimating O0&M <costs,

revenue options and projections and establishing accountability
techniques.



~ STATE OF ALASKA N E W S R E L EA S E FOR INFORMATION CONTACT
David Ramseur

OFFICE OF THE GOVERNOR Press Secretary
JUNEAU -
taury Roberts Scandling
STEVE COWPER Deputy Press Secretary
GOVERNOR Office of the Governor

Box A, Juneau, AK 99811
Bus. Phone (907) 465-3500

FOR IMMEDIATE RELEASE
Dec. 28, 1987
No. 87-132

COWPER PROPOSES RURAL RECOVERY PROGRAM TC ASSIST VILLAGES
JUNEAU- Gov. Steve Cowper today unveiled a Rural
Community Recovery Package designed to assist rural
communities facing immediate financial troubles and to

promote long-range administrative stability in Alaska®s

, S
villages.

The proposal includes shifting state funds to address
immediate financial problems in rural communities, creation
of a new program to provide financial management training to
distressed communities, 1improved oversight of community
finances and a new approach to addressing rural economic
disasters.

"Many communities in Alaska are facing economic
hardships, but the rural areas have been hit especially hard
by cuts in state programs forced by falling oil prices. The
problems of the villages have been complicated by their lack
of a stable tax base and poor fishing seasons 1in some

areas,"” Cowper said.

-MORE-
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"Rural communities that take advantage of this program
will have to agree to adopt sound fiscal practices. This
isn"t a bail-out. It"s a way to make the villages more
self-sufficient,” the Governor said.

Here®s what the proposal includes:

* Reallocation of SI1.25 million in designated grants to
create an economic disaster loan fund and provide technical
financial assistance to rural communities.

The S600,000 fund, administered by the Department of
Community and Regional Affairs, could loan communities an
amount up to half their prior year®s municipal assistance
and revenue sharing entitlement. Loans would be®"for
one-time, short-term expenditures and after a grace period
of up to two years, would be repaid over five to 10 years.

The other 3651,000 would fund a Financial Outreach
Services to Enhance Recovery (FOSTER) program to provide
financial management training and oversight to affected
communities.

Shifting jf the funds would occur in the fiscal 1989
budget. In the meantime, the Governor will ask the
Legislature for a supplemental appropriation of 3258,000 to
expedite creation of the technical assistance program.

-MORE-
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* Reallocation of $224,500 from job training programs
to the Rural Economic Development Initiative, a newly formed
program within C&RA designed to stimulate economic
development. Shifting of the funds will permit the state to
locus on financially distressed communities that require
considerable technical assistance.

* Establish a new process for quickly addressing
community economic disasters. C&RA will oversee requests for
economic disaster assistance in order to speed up possible
state assistance.

Applications for disaster relief must be made by a
community®s governing body and the department will undertake
a thorough review of any such request with the assistance of
other state agencies.

* Continued push for passage of Senate Bill 263,
sponsored by the Cowper administration, that increases state
oversight of municipal grants and gives granting agencies
flexibility to relieve some Tfinancial difficulties for
communities.

The Rural Community Recovery Program is the product of
a cabinet subcommittee chaired by Lt. Gov. Stephen McAlpine
which Cowper appointed last summer. The group, composed of
representatives of several state departments and Governor®s
Office staff, held a number meetings around Alaska to gather

information on the plight of Alaska % rural communities.

-MORE-
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The group found that dozens of communities are nearing
financial collapse, that at least 16 may run out of heating
oil this winter and that many others could default on state
bulk fuel loans.

A four-month study based on a telephone survey of 172
communities by C&RA found that 95 percent of the
municipalities have reduced one or more essential services,
eliminated staff and often neglect routine maintenance.

A quarter of the surveyed communities expect to
eliminate police, fire or health clinic services in the
future, 40 percent reported .difficulties in collecting fees
for essential services and 20 percent report overdue debts
they cannot pay, primarily to the IRS.

"The solution to these problems 1is not throwing more
money at them, for two reasons: we don @ have the money and
it won"t work," Cowper said. "We"ve got to help create a
solid rural economy independent of state dollars and this
proposal is a step in that direction.”

To qualify for the programs, communities must undergo a
complete financial review by C&RA. Assistance may involve
financial oversight of a community by that department.

-30-



HB HI<i

Pouch V

Alaska “Mate Klegtalature

House of Representatives

) (907) 4651833
Committee on

Community & Regional Affairs

To: Representative Henry Springer, Chairman
HCRA

From: HCRA Staff - DavidHarrison

D ate: February 15, 1988

Subject: BILL REVIEW
HB 419 - "An Act establishing the conmunity economic disaster
revolving loan fund; and providing for an effective date."
[Rules by request of the Governor]

Kivkidcldriridekid~yk'k'd<id~kirki~drk-kirtcls td-rk <'rirlrtdHorirri<rideirickirkir-k

* Section 1. AS 44.47 relates to powers and duties of the Department of
Community and Regional A ffairs.

(Line 12) Sec. 44.47.060 amends the statute to provide and establish a
Community Economic D isaster Revolving Loan Fund. The amending section
provides for the Department of Community and Regional A ffairs Department
to administer the loans as well as to prescribe and adopt regulations of
the Community Economic Disaster Revolving Loan Fund.

Comments: It is intended that the legislature will provide
appropriations to fund this community economic disaster loan to
originate funds for this purpose. Terms and regulations will be

prescribed and adopted by the Commissioner of the DCRA.

(Line 22) Sec. 44.47.060(b) "... the total amount of all loans made from
the fund to a municipality or unincorporated conmunity in one state
fiscal year may not exceed 50 percent of the aid provided to that
municipality or community under AS 29.60.010 — 29.60.375 for the
state fiscal year ending June 30, 1987." (It seems here that the
quoting of statutes covers existing conditions and requirements of
all classes of municipalities.)

Accordingly, reference should be made concerning the State
constitutional requirements of municipal and state debts. Alaska's

Constitution, Article 9, section 8... " lhe state may as provided by law
and without ratification, contract debt for the purpose of... meeting
natural disasters.” Nothing in the state constitution indicates that

the state nor the municipality can contract or obligate themselves
concerning economic disaster.

Article 9, section 9, "No debt shall be contracted by any



HB 419 - Bill Review -2- February 15, 1988

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. | 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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LEIJ AINE AFAIRS AARNCY

MEM ORANDUM February 14, 1988

SUBJECT: Community Economic Disaster Revolving Loan
Fund (HB 419)

TO: Representative Heinrich Springer
FROM: Tamara Brandt Cook
Director -

Division of Legal Services

HB 419 establishes an economic disaster revolving loan fund.
The Commissioner of Community and Regional A ffairs is
authorized to make loans from the fund to municipalities or
certain entities in unincorporated communities to be used in
overcoming economic disasters.

The bill itself does not seem to present any constitutional
problems. There is no question but that the state money
appropriated to the fund satisfies the public purpose
requirement. However, it should be noted that
municipalities themselves are extremely limited in the
extent that they may constitutionally assume debt and as to
the uses that they may make of borrowed money. A rticle IX,
Section 9 of the state constitution provides:

SECTION 9. LOCAL DEBTS. No debt shall be contracted
by any political subdivision of the State, unless
authorized for capital improvements by its governing
body and ratified by a majority vote of those qualified
to vote and voting on the question.

This provision may, as a practical matter, make it difficult
for many municipalities to obtain money from the fund

qguickly enough to be useful in an economic disaster
situation and, since this money may only be used for capital
improvements, a loan from the fund might not be helpful in
many situations. (See City of Juneau v. Hixson, 373 P .2d
743 (Alaska 1962)) I also wonder how a municipality or
unincorporated community that is experiencing an economic
disaster will be able to repay the loan.

TBC:Imb

L6/045



December 30, 1987

STAJ E FIA S
Governor Steve Cowper p @ 1 . ¥E ‘

State of Alaska
P.O. Box A
Juneau, Alaska 99811 JAN 71988

LBJTENANT GOANDR

I am writing to express my support for your proposed $1.7
million request to provide loans and technical assistance to
rural communities 1identified by Lt. Governor McAlpine®s task
force as needing assistance.

Dear Governor Cowper:

Having spent several years working in rural Alasla as a
manager, | am aware of the problems facing these communities
Your proposed "IMF" approach 1is sound.

Let me offer a few suggestions that might strengthen the
program.

1. The individuals selected to assist the various
communities should be divided into teams. Each team should
consist of the following types of skilled individuals:

- Accountant;
- Municipal Manager with rural experience; and
- Local Government Assistant (DCRA).

The advantage of this approach is that the community has
several skills and perspectives to draw upon. Each teanm
would spend three - four weeks in each community.

2. Enlist the assistance of the Alaska Municipal
Managers Association. The State"s managers have previously
offered the assistance of "range-riders™ to beleaguered
communities.

3. Follow-up 1is critical. The team assigned to each
community would be responsible for ensuring compliance with
the teams®™ recommendations. Funding should be contingent
upon implementation of recommended changes.

4. Instruction is important. As Senator Adams has
pointed out, a large part of the problem is the turn-over of
personnel which leaves a limited pool of qualified local
applicants. This problem may, in many 1instances, be

Phone (907)581-1251, 581-1357
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