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IN THE SENATE BY \DAMS AND ZHAROFF
SENATE BILL NO. 31
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to entitlements for municipalities
and unincorporated communities; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.60.140(a) is amended to read:

(@) The department shall pay to each unincorporated community an
entitlement of $50,000 [$25,000] each fiscal year to be used for a
public purpose. The department with advice from the Department of Law
shall determine whether there is in each unincorporated community an
incorporated nonprofit entity or a Native village council that will
agree to receive and spend the entitlement. If there 1is more than one
qualified entity in an unincorporated community, the department shall
pay the money under the entitlement to the entity that the department
finds most qualified to receive and spend the money. The department
may not pay money under an entitlement to a Native village council
unless the council waives immunity from suit for claims arising out of
activities of the council related to the entitlement. A waiver of
immunity from suit under this subsection must be on a form provided by
the Department of Law. If there is no qualified incorporated nonprofit
entity or Native village council in an unincorporated community that
iswilling to receive money under an entitlement, theentitlement for
thatunincorporated community may not be paid. Neither thissubsection
nor any action taken under it enlarges or diminishes the governmental
authority or jurisdiction of a Native village council

SB0031a
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SB 31

Sec. 2. AS 29.60.290(a) 1is ar d;d to read:

(@A) A municipality qua.” ying for an entitlement under AS 29.-
60.010 - 29.60.080 or 29.60. K ? - 29.60.180 shall receive a minimum
payment of $50,000 f$25,0001 plus an area coet-of-living differential
for each fiscal year if

(¢H) the municipality has conducted a vregular election
during the state fiscal year preceding the- year 1in which the depart—
ment*s determination of the municipality"s raillags rate equivalent 1is
made under AS 29.60.030 and has reported the results of the election
to the commissioneri

(2) regular meetings of the governing body are held in the
municipality during the state fiscal year preceding the year 1in which
the department™s determination of the municipality®s millage rata
equivalent 1s made under AS 29.60.030 and a record of the proceedings
is maintained) *

(3) a municipal budget has been adopted for the fiscal year
during which payment of an entitlement is authorized by AS29.60.010 -
29.60.080 0r29.60.100 - 29.60.180 and an audit or financial statement
for the fiscal year preceding the year in which the department®s
determination of the municipality"s mlllage rate equivalent 1is made
under AS 29.60.030 has been prepared and furnished to the department
in accordance with AS 29.20.640(a)i1 and

%) local ordinances adopted by the municipality have been
codified lu accordance with AS 29.25.050.

Sec. 3. This Act takes effect on the effective date of an appropria—

to the Department of Community and Regional Affairs for state revenue
mt* \ o ¥

ng, for fiscal year 1990 that equals at least $44,283,400.

z-~u-r* T J m



STATE OF ALASKA
1989 LEGISLATIVE SESSION

Vi L A" ALM—

REQUEST
?%/I'es.'onA%atﬁct relating to entitlements

for municipalities.."
Sponsor: Adams, Zharoff
Requestor;

EXPENDITURES/REVENUES:
OPERATING FY 89
PERSONAL SERVICES

TRAVEL
CONTRACTUAL
UPPLIES

FY 90

ERUIPMENT

ND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS
TOTAL OPERATING -0-

CAPITAL

-0- 3.510
3,510

REVENUE

FUNDING: (Thousands of Dollars)
GENERALFUND

FEDERALFUNDS

OTHER

TOTAL T,bia
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

3,510

ANALYSIS :  (Attach i
R 3Py ach  separte page fecessany)

FISCAL NOTE

JB.31
2/22/89

NVoek\o iovo Vo Ve o

BILL VERSION:
PUBLISHDATE:

Agency Affected: Community & Regional Affairs
BRU: Municipal Revenue Sharing

Components  State Rpvenne Sharing_

(Thousands of Dollars)

FY 91 FY 92 FY93 «FY Y4
0 -0- 0 0
0-* 0-* -0-* 0-*

-0-*

*It is assumed that the amount of funds identified in Section 3 of this bill
would become the new base amount for the State Revenue Sharing Program for

subsequent f/pcaj< yl

Prepared by:

Division: Ccipal & Regi*ral

ﬁBBWche:d o ity & Regfonal K airea”

Distribution (bz,preparer):
Legislative Finance
Leislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

fm Plasman, Dflfcfaty Director
Nshtalighl s

Phone: 465-4750
Date:.

page. of
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FISCAL NOTE ATTACHMENT
SB 31

This bill would increase the amount of funds issued to
recipients undor the State Revenue Sharing Program by
increasing minimum entitlements for unincorporated communities
and municipalities from $25,000 to $50,000. Since this would
affect the allocation of funds wunder the revenue sharing
formula, the reallocation of funds would result in a decrease
in entitlements to other revenue sharing recipients in the
absence of additional funds for the program. This bill would
take effect only if additional funds are made available to
"hold harmless™ those other recipients.

This fiscal note 1is based upon the difference between the FY 89
State Revenue Sharing appropriation and the amount 1in Section 3

of the bill. Based upon our most recent data, 1t is estimated
that it would cost approximately $3,441,000 to "hold harmless”
recipients. However, we anticipate changes to our FY 90 data

which would increase the costs closer to the $3,510,000 assumed
by the bill.

page 2 of 2
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oo filature
P.O. Box V
AL Agarms T
u Distnct L (907) 465-3707
OUT OF SESSION
i - P.O. Box 333
Kotzebue, Alaska 99752
Official Business February 16, 1989 (907) 442-3245
3111 C Street
Anchorage, Alaska 99503
Senate Community and Regional Affairs Committee = ©™ >
FROM: Senator AL Adams
District L
RE: SB 3L An Act relating to entitlements for municipalities

and unincorpo*ated communities; and providing for an effective date.

This 15 a very simple bill that raises the minimum entitlements for
both Incorporated and unincorporated _communities from $25,000 to
$50,000 under the state revenue sharing program.

Because of a relative lack of resources, many small communities in
our state are in serious financial trouble. Thé costs of managing a
municipality . have increased greatly over the years, buf the™amount
of state assistance to these particilar communities _under the

revenue sharing program has not increased since 1981  All, ,
communities In Alaska rely on state funqu to_provide hasic services
to their residents.  However, it is increasingly difficult for our cash
poorest communities to provide this basic, ‘minimal level of service.

| have no intention of creating a hardship for any community as a
result_ of this legislation. = Thérefore, the effective date clause
specifies a level” of funding which would effectively hold harmless
any community receiving more than the minimum’ entitlement,
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STEVE COWPER, GOVERN(i)R

DEPT. OF COMMUNITY & REGIONAL AFFAIRS P0. SOX e

JUNEAU. ALASKA 89811-2100

CRETHEOMEOR PHONE: () 65470

949 E. 36THAVENUE, SUITE 400
ANCHORAGE, ALASKA 995084302
PHONE- (907) 563-1073

February 17, 1989
POSITION PAPER

RE: SB 31
SPONSORS: Senator Adams and Senator Zharoff

EFFECTS OF BILL

This bill would 1increase the State Revenue Sharing Program
entitlement for unincorporated communities from $25,000 to
$50,000 and the minimum municipal entitlement $25,000 to
$50,000.

Based upon FY 90 data that has not yet been finalized, it is
estimated that 61 unincorporated communities will receive State
Aid to Unincorporated Communities under the State Revenue
Sharing Program. Unincorporated community entitlements are
paid out of the Miscellaneous Services Account, along with
entitlements to municipalities for roads, health facilities and
hospitals, and entitlements to volunteer fire departments in

the unorganized borough. The revenue sharing entitlements from
this account will be prorated at about 55 percent in FY 90, so
that unincorporated communities will receive about $14,171

rather than $25,000. Assuming FY 90 funding variables, raising
the unincorporated community entitlement to $50,000 and
including the prorata share of additional funds provided for in
Section 3 of the proposed legislation, the entitlement would
increase the actual payment to unincorporated communities to
about $28,297 through a reallocation of funds within the

Miscellaneous Services Account. Without the additional funds,
the payment to wunincorporated communities would increase to
about $26,695. Other payments from this account would be

reduced by about 5.7 percent.

In FY 90, we project that about 81 municipalities will receive
funds under the minimum municipal entitlement provision. The
amount of money used to fund the existing minimum municipal
entitlement ($25,000 plus a cost-of-living-allowance geographic
differential) will be about $1.4 million, which comes from the
tax equalization account of the state revenue sharing program.
Assuming FY 90 funding variables, this bill will include an
additional 27 communities under the minimum municipal
entitlement provision. Actual payments will vary, based upon
differing COLA"S and the impact of the prorationing of the tax

equalization account.
[
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RE: SB 31 POSITION PAPER
February 17, 1989
Page Two

COMMENTS

Including the prorata share cf additional funds provided for 1in
Section 3, the proration factor for other payments from the tax
equalization account would fall from about 94.8 percent to
about 86,4 percent.

Without the additional funds, the proration factor for other
payments from the tax equalization account would fall from
about 94.8 percent to about *84.9 percent.

The department supports the concept of this bill, which 1is
designed to give a greater measure of financial support to
those smallest municipalities and communities 1in the state.
Recent events have shown that these small municipalities are
suffering tremendous hardship. Those municipalities which will
be affected by this provision will be those with relatively
small local revenue raising capacities because of the lack of a

local tax base. Consequently, the bill would focus assistance
on those areas with the greatest need and the least resources
to respond to the need. A continuing problem for these

municipalities 1is to attract and vretain qualified municipal
personnel because of their 1inability to pay adequate, stable
wages. Raising the minimum entitlement will enhance their
ability to do this, leading to greater continuity of services
at the local level, and a better ability to maintain proper
fiscal controls over local finances.

This bill would take effect providing that additional funds in
the amount of approximately $3.5 million are made available to

the State Revenue Sharing Program. Without additional funds,
the reallocation of funds will result in a decrease In
entitlements to other revenue sharing recipients. In light of

the state"s revenue situation at this point, the Administration
is unable to support a request for additional funds to the
program necessary to "hold harmless™ otheir r/ecipien”s.



1989 Policy Statement 4 Taxation & Finance

B. MUNICIPAL ASSISTANCE/REVENUf SHARING PROGRAMS
1 Revenue Sharing

a. The League supports the State Revenue Sharing Program. In
order to provide more predictability of payments under the program and to insure
that the benefits and burdens of changes In state revenues are shared equitably
by state and local government, changes in the annual appropriation by the
Legislature to the State Revenue Sharing Program should be based on such
criteria as state population, inflation, cost of local government services, and other
timely considerations.

b. In those cases in which legislation is approved increasing the
state revenue sharing entitlement for specific recipients or for a specific purpose,
the League advocates that the total funding for state revenue sharing increased
accordingly in order to preclude the dilution of funding to other recipients.

C. The League supports an increase in the state revenue sharing
minimum entitlement.

d. The League supports full state funding for road maintenance at
the $2,500 per-mile level and ice road maintenance at the $1,500-per-mile level
determined by the First Session of the 11th State Legislature. The League also
supports the adjustment of that amount to reflect the increased cost of
maintenance. The League also urges that the Legislature add an entitlement for
winter trail staking.

e. The League is very concerned that funding of miscellaneous
statutory entitlements not dilute revenue sharing appropriations. The League
recognizes this program’s purpose in providing funding of basic services expected
by the public.

The delivery of public services is the primary purpose of state and local government and
can best be implemented through a cooperative state/local partnership. The State, with
its acknowledged superior access to public resources, has recognized that many public
services are more effectively delivered through local government and that state
resources should be used to assist municipals in delivering such services. In order
to maintain the appropriate level of locally delivered services, revenue sharing and the
various municipal assistance programs should be adjusted annually based on factors
that are relevant to the services to be delivered. This would make the program more
rational and improve predictability of funding levels. In addition, such funds should be
partially funded at an adequate level at the beginning of the fiscal year so that
municipalities are not required to "borrow" from other local funds to support the State’s
share of such programs.
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Increase In Minimum Entitlements under the State
Revenue Sharing Program

The Alaska Municipal League supports an Increase in the minimum entitle-
ment level under the State Revenue Sharing Program from $25,000 to $50,000
to benefit Alaska’s smallest, and most needy, communities and an increase
in the FY 90 appropriation for the State Revenue Sharing Program to fully
fund this increase without penalizing other communities.

Background

The 1980 revision of the State Revenue Sharing Program included a provision that
each incorporated community would receive a minimum entitement of $25,000, to
be adjusted by an area differential for the cost of living. Each unincorporated
community is also entitled to a minimum entittement of $25,000, to be used for a
public purpose. The intent of this legislation was to ensure a sharing of the
State’s resource wealth by all its residents, no matter how small the area in which
they lived. Over time the buying power of these dollars has declined, and many
of the State’s smallest communities are not able to operate with the minimum
entittement grants they receive. As a result, these communities have been forced
to cut back on basic life, health, and safety services.

In FY 88, 83 municipalities received the minimum grant of $25,000 (with
adjustments for geographic differentials) under the minimum municipal entitlement
program, it was estimated that an increase in the base level to $50,000 would
add an additional 25 municipalities to the group receiving the minimum grant.

The 74 unincorporated communities eligible for the minimum entittement would
benefit from an increase in the minimum entitlement level as well as full funding of
the Miscellaneous Municipal Services Account. The payments to unincorporated
communities come from that account, and they have been prorated because of
continuing underfunding of the account. In FY 88, the entitlements to the
unincorporated communities eligible for these payments were prorated at about
55.52 percent, so that they received only $13,898 of the $25,000 to which they
were entitled.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



Inflation is not the only factor affecting the communities’ ability to survive financially:
Alaska’s smallest cities have been hurt the most by the decreases in federal and
state funds, and the cities with small populations and tax bases have the most
trouble raising local revenues. An increase in the minimum entitlement will benefit
both small municipalities and unincorporated communities and enable the State to
protect its investment in rural Alaska by helping the small communities maintain
their infrastructure.

It is important to note that increasing the base amount will require an increase in
the total appropriation for the State Revenue Sharing Program so that existing
municipalities are not penalized. Itis estimated that $3.51 million will be necessary
to hold communities harmless given current funding levels of other parts of the
program.

It is the League’s understanding that Senator Al Adams has prefiled a bill that
would increase the minimum entitlement from $25,000 to $50,000.



MHHEHE -
Resolution of the Alaska Municipal League

Resolution No. 89-5

A RESOLUTION URGING AN INCREASE IN
MINIMUM ENTITLEMENTS UNDER THE STATE
REVENUE SHARING PROGRAM

WHEREAS, Alaska’s smallest cities have been severely impacted by
decreases in federal and state funds, forcing them to cut back on basic life,
health, and safety services, and

WHEREAS, these small cities, due to small populations and tax bases,
are limited in their ability to raise significant local revenues, and

WHEREAS, the 1980 revision of the State Revenue Sharing Program
included a provision that each incorporated community and unincorporated
community would receive a minimum entittement of $25,000 to ensure that
Alaska’s resource wealth was shared by all its citizens, no matter how
sparsely populated the area in which they lived, and that this entitlement was
to be adjusted for the cost of living, and

WHEREAS, due to underfunding, some municipalities do not receive
even the $25,000 minimum entitlement, and

WHEREAS, the cost of living since the inception of the program has
increased and the Miscellaneous Municipal Services Account, from which
the payments to unincorporated communities come, has been prorated by
nearly 50 percent in recent years with the result that small communities have
not received the minimum entitlements, and

WHEREAS, this inability to operate with the minimum entitlements they
receive jeopardizes the State’s investment in Alaskan municipalities, and

WHEREAS, in order to increase the minimum entitlement for some
municipalities without penalizing other municipalities, the FY89 funding level
would have to be increased by at least $3.51 million;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal
League urges the Governor and 16th Alaska State Legislature to:



Increase the minimum entitlement level under the State Revenue
Sharing Program from $25,000 to $50,000, and

2. Provide an increase of $3.51 milion to hold harmless larger
municipalities.

Adopted this 18th day of November 1988 in Fairbanks, Alaska.

ATTEST:

Scott A. Burgees) Executive Director

Resolution No. 89-5



Mayor: Juanita Helms

Alaska State Legislature
Senate Finance Committee
Pouch V

Juneau, Alaska 99811

Re: ;SB 3iyHB 101 "Increasing Minimum Entitlements from
$25,000 to $50,000"

Dear Legislators:

The Fairbanks North Star Borough Assembly wishes to go on
record opposing passage of HB 101 and SB 31. Unfortunately,
the Assembly 1is not able to support passage of these bills
at this time based on the following concerns:

1). The additional $3.5 million proposed to hold harmless
the non-minimum entitlement communities will in effect be a
"one time fix", In all future years, the passage of this
legislation will result 1in a funding reduction of
significant proportion.

2). In view of the Local Boundary Commission review and
recommendation for future 1incorporation of both cities and
boroughs, this Jlegislation appears to promote a disincentive
toward this end.

3). In FY90, the Legislature reduced Revenue Sharing by
$2.5 million and Municipal Assistance by $3.5 million. A
restoration of these funds should be top priority to
favorably impact all communities.

Thank you for your consideration of our position.

Sincerely,

Paul Chizmar, Presiding Officer
Fairbanks North Star Borough

P.O. Box 1267 Fairbanks, Alaska 99707 (907) 452-4761
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State of Alaska
Steve Coyrper, Governor

Department of Community and Regional Affairs
David G. Hoffman, Commissioner

Municipal and Regional Assistance Division
Marty Rutherford, Director
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The Delpartment of Commumtg and Rg lona| Affairs surveyed 128of the smaller cities and 44
unclnco pohated communities Statewide to determine thglr fngmual condition. This surve

Inaicated the downturn in the state’s economy has resulted In reduced revenues and services |
small cities and unmcorﬁo_rated commumges. As the full impacts of the State's economic
condition filter gut tosmall cities there could be even more significantreductions inrevenues and

Services In small communities.

Basicpublic health and safety services such asfire, police, health, water and sanitation have been
reduced across the State in an effort to accommodate dechnmg revenues. In addition 47
communities reported the%md not [prowde water service and 82¢ mgmnmes did not é)rowde
sewer service. Every region of the state reports an increase In the number of cities and commu-
mt;eswng re3|denl| who?rehavm dlffjcull)rlﬁamn formummPal services. [ta Pe?rst atthe
gamﬁma e In public health and s%e In rural Alaska may be In jeopardy if State funding to

maller communities continues to decine.

In FY&? almost 60%00f the reyvenue for second class cities was derived from direct State fundin
ofentitlement programs, capital grOJect %rants or contracts tor services (see Chart 1.2, page 1.2).
Entit ementpro%r ms sich as Revenue Sharing and Municipal Assistance are of even greater

e small community's capital Lﬁroaect ?[ant revenues are reduced. If further
reguctions.occur Iin entitlement prodrams It could result in even greater cuts to basic health and
safety services since these funds often "subsidize” water, sewer and medical services.

Because of local econ?mm conditions jt is unlikely that most cities will bg able toincrease taxes
orservicecharges tofu IP/off etthe declinein State funds, Unincorporated communities areeven
more depenaént on State funds because they do not have the power of taxation. Many
com unules expect declines in health and public safely services if current levels and methods of
State funding continue.

In order to cut costs, mfofst communities have reduced posmon? maintenance, oggrator trammg,
and operating hours of facilities ang equipment. Fifty seven of the cities survey reﬁo_rted théy
have no &Jrog_?_rty loss insurance. These conditions Indicate tha‘ fhe Sﬁte Investment in ¢ “'ﬂ'
mentand faCilities may pe In jeopardy, or at least that the useful life 0 _aC|I|t|esand_e(ﬂTl]J|p ent
may be reduced If only local revenug is available to support these facliites and equipment.

Communities in the Yukon-Kuskokwim Delta, Bering Straits region, Northwest Arctic Borough
and the Doyon region appear to be the most negativély impacted.

In the Apgendix eight communitg case studies are piesented to illustrate the meaninr%]_ of the
survey results. Communities weré selected as typical examples of small rural commurities in

their respective regions of the state.

Importance as t
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" Impacts of Declining Raveimegg
On Alaska's Smaller Communities

Introduction

During October, 1987, the Department of Community and Regional Affairs, Division of
Mumc%al and Regional Asils,tance, congucted a telephone survey of executive ofﬁchls
from 172 Alaskan municipalitie a?_d umnior orated fommumtjes. The sgrvefy Was ge-

ather information on the financial situation of communities outsige of the maﬂor

signed to
m%tr%)ol_ﬂan are_?s. Thesurvey concentrated on these c%mmunmes because therewas littl

Information avatlable on the économic impacts upon the smaller communities compareg
to information about urban aress.

The survey results are resen}e%onastatewide b%sis, ba/ reﬁions of the sta}e, and bﬁ
co_mmunltg ?_IZE. The.intent of the survey was to ?cus off the more profound an
widespread financial issue confronting Afaska's smaller communities.

This Report is divided into five chapters:

Chapter One - Municipal Survey Results:

This chapter reviews the 3|an|f|cant_f|nd|ngs of the Economic Dislocation
Survey as It relates to smallrural cities. The surveé/ data are examined In
terms of reﬁlons, and cty size. This 8 apter looks Closely at the revenue
situation and impacts ugon service delivery.

Chapter Two - Unincorporated Community Survey Results

This chapter reviews the significant findings of the Economic, Dislocation
Survey as they related to thie State's unincorporated communities

Chapter Three - Policy Issues

Fhis chaPter id%nti les ang discHsses some of the major policy implications
or the State to be drawn from the survey resuits.

Appendix - City Case Studies

This chapter is an effor%to bring the realities of the economic situation facing
rural cities into a more ocusedj)erspecuve. Each cage study presents a

description of city revenues ang expenditures as well as the level and type of
Servic slpr_ovufeg/b the city. The Fu 0se of the case stU(nes 0 reV|eva a

"typical”city in each region‘and not look for worst case sceneries.



Municipal Revenue Reductions

With the recent downturn in the state's economy there has been a recrprocal reductron n
munrcrﬁ revenues and expendrturea Forthecrtre Inth esurv sample, Ita pear th atan
overwemrng faéorrt havereguc budgetsthrs c[al ear, Thefoll wrn artr entifies
the percentagg of Cities statewide which experrence udget reductions thsyear

Chart L1 PercentagFe of Surve}/ed Municipalities With
BudgetsReduced From Last Year

Home Rule Municipalities
1st Class Cities

2nd Class Cities
10 20 30 40 50 60 70 SO 90 100%

The munrcrpalrtres with budget reductrons rdentrfred In the above chart are indicative of a
treng tat as peen o currng I several years he following Chart L2reveals the trend in
municipal budget re uctrons or second class cities occurring since FYS4.

The entrtIement pro rams rdentrfred n Chart 1.2 (Municipal Assistance and State Revenue
?harrn tgaves htly declined in their or(sr n of muy rcrpal budgets as the amount of
undrn% orentrt ement programs has ec ne rom FY&4 o HY8

Each. gear the St?eReve ue Sharrn ﬁ %and Munrcr al Assrstance rams
81(0V' emunicipa rtreswrt essentra eratl revenu rere uctronrn eq or each
these twop roqramsfrom %to 88am unttoa rttIe esst an32%n T eser uctions
Bave an es ecr % aﬁge Impact on the second class cities as a significant portion of their
udgets come from tese program Sources.

The entit aementfund are crucigl fo the operations ofmam( rgal# munrcrlnalrtres because
thesefun aretheon source of discretionary funds. SuchTunds frequently cover munjci-
al ad mrnrs rative costs, cover Iosses In servrces revenue, and help pay for services that
enerate [ittle or no revenue.

Char]lZaIsoreveaIsthattheoveraIIcontrrbutronfromStatesources(MunrcrpaIAssrastance

Revenue Sharrng and Government Revenues) has consrstentl matle up over 509 of the

g % venue?avara etoamallmunrcr %rtresuntr FY 8/, As government revenues
rastically reduced, the State contribution has dropped toZ2.3%in Fy 87
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Chart 13 Percentage of Surveyed Municipalities (By Region
With ud%ets Reduc XS From Preel?ous gguy glon)

Aleutians

Arctic Slope

Bristol Bay

Doyon

Kodiak

Northwest Arctic
Southcentral

Southeast

Yukon Kuskokwim Delta

0% 10 20 30 40 50 60 70 8 90 100%

Iw art L4 identifies by ¢ tﬁzetheeﬁec ofbud?etreductlons Note t%}atovr Jof
Alas assecon clas citiés have a population of 600 or less. It is clear from the chart that

?g dﬂ\ételrovxse ming majority of the second class cities surveyed have experlenced budget

Chart 14 Percentage of Surveyed Municipalities (ByCommumty
Size) With"Budgets Reduced From Previous Year

Population

0-150 sy iy 7777 777ya " 190
W1-30 w7z y>wmz z 1z mr z A "1
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451-600 v iy 17T IlyyllyyyyyylyA . |<9A)
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The reduced ability of families to pay municipal service charges compounds the problem of
reduged 3 tx.reven%es. The fofl w'?ny charts igenéifywhere tlge?mpacrt)s of reduce% ability to
pay for municipal Services are being experience

Chart 1.7 Percentage of Surveyed Municipglities (ByRegion
Reporting An I_ngreased Nu %er Of Farﬁﬁjes Exﬁ) rlen in(;

Difficulty In Paying For Services

Aleutians

Arctic Slope
Bering Straits
Bristol Bay
Doyon

Kodiak
Northwest Arctic
Southcentral

Southeast
Yukon Kuskokwim Delta

0% 10 100 %

The following chart indicates that residents in many smaller cities are experiencing a re-
duced anility’to pay for services.

Chart 1.8 Percenta%e ofSurvea/ed Municig;alitiesi SB Communitg Size)

Reporting An Increased Number Qf Familiés Experiencin

Difficulty In Paying For Services

Population
0-150 33%

151- 300 lipf | 64%
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According o the s rveyr sults, ofthe t|es uestloned % C|t|es prowde oI|ce
SEIVICES. h|sf|sca eart —e|gt sprov sse ice have a 0
reduceP] ICe Services. | |on 1 CItISQ eC|t|es |n oI|ceprotect|on
report t attheserV|ceW|I ee|m|nated oca conomic con |t|onsco muenextyear

The surveF/ further Indicates thaé the most common reductions are In the areas of staff
positions; feduced hours; and, reduced salaries.

POLICY ISSUES: There are several factors that demand that rural cities have local public
sae offl%as Asind |iate In recel éAnc ora%e Dal %,/VNews artu: es, rural Alaska tends tﬁt
?veahuly level of violent crime and death fwhich 1s alcohol related. The contro
ofalco ocom| |ntocommun|t|e3|sa ff|culttaskbutW|thoutteab|I|tytoenforceIoca
alcohol control 1aws the task IS Impossible. In add|t|on most of these citles are remote and
|solated from Immediate a53|stan efrom the State T rooRers A forced reduction I |n rura

csafetyraises the questions Importantitis fothe Statetoensuyre the safety ofrura
Pe5| ents ar¥c§ ether Here 1S a%asmmfeve?ofprotectlon;“commumhesshouﬂtf njoy.
HEALTH CLINICS

ThemajontyofAIaskassmaIIruraIC|t|eshaveahealthcI|n|cstaffedbyV|IIageHeaIthA|des

The#—l a QAI es provide primar aé] health maintenance care. Amajorlt?/o these clinics

are unge t by the U.S. Indian Health Service. Inaddition, thefe are ].’IBc%es
de |cat|ngaPo t|ono State Revenue Sharing funds to clinic operations. A city's contr|

'[IP Ftot ecH r%rmét Sycoversbundmg maintenance, operations costs, and the funding
alternative nealtn aide

According to the suryey results, of the 128¢ities uestloned 2% (Qcities) provide fund for
commun? ?%clm%s T |sf|scq year, Z30f hegzm 1S rovg%2 ﬁ)éjservme[tave

toreducet eve of serwﬁe a |t|on 125%&16cmes of the cifies undlnﬁ]healthmmcs
report that the funding will be eliminated ifcurrént revenue conditions contiue next year

Thg suryey further indicates that the most common reductions a[e In the areas of operations
and maintenance costs; reduced hours; and, equipment not replaced.

Thegreat distance manﬁsmall rural C|t|es arefrom fullystaffed med|cal faC|I| t|es necessitates

Ehe ontinuation of fu nyoperatlona village health clinics, nce Statehood, Alaska has
unded the construct|o and maintenance 0f healt cmlc faC| 1ties across the State This

effort, comlfmed with annual aIIocat|cins of federal dollars and tn rﬁortso the regiona

rNegttlt\e%tha th corporations, has resulted in greatly improved ea services for'rura
|
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Prohibit_iv_e_ costof drilling wells inrural Alaskaand the presence of deep permafrost make
hefe?sﬁlh of m?mdu | wells unllke_l(y In marD/ communities. Amore detailed desgr;go-
onofther BPe? water services provided by rural cities can be found in the Appendix -
ommunity Profiles.

Ofthe 128cities %uesuone,d, TP (Pcities) have a municipal managed watfr service. This
fiscal ea!'], 170f die 9 cities prowdgwg this service havg ad to reatice the level Tofser\zl(;e.
Service charges have been Increase %/Bdtles_. In agaition, 14% (14cities) of the cities
man ?m[% a water service report that the service will be eliminated if Tocal economic
condlitions continue next year.

The suryey further indicates that the most comman reductions are in the areas of reduced
hours of o%eratlon; reduced salaries; and, reduced operation and maintenance budgets.

POLICY |SSUES; Havmq an am Lesupflg of saf qunkm water is one of the most basic
community needs. Does The State have a responsinility to ensure that each community has
adequate Water? Whatwil] happento the Sta\e sInvestmentinwater systems ifmainteriance
Isneglected’? Are there sufficient dollars available* for the Village Safe Water Program’? How
much will thE State _?ave In future health care costs by assuring safe drinking water is, and

continues to be, available?

SEWER SERVICE

Virtual Iy every rural dty has a means of sewage, disposal thou?,h some are rudimentary by
urban standards. . Such’systems can vary from individual septic tanks, to a honey bucket
PICkU %){stfmwnh ano eﬂ sewage Ia(h;oon, to an outhouse, orﬁsoghlsg_cate,ds conaary
reatme lK)/ant. !é{lan 0 tgs stéms have be%n)de\f]eo ed.witn g combination of Puplic
Health Service ana State funds but are managed by the munidpalities.

According to the survey results, of the 128dties questioned 55% (/dties) have amunidpal
manaﬁeg%ew%ge H|s 3/sa?s stem. ,T?ns ,|scaFye [, ﬂoftﬂe?Odq(e)s ro)v| Ing this service
have fad to reduce the level of seryice thl_sg/ear. Service charges hav b(ien Increased b}/]l
ties. Ina d|_t||on,1 % ﬂdtles? ofthedtie mana%m asewage disposal systemreport that
the service will be elimmated If local economic conditions coritinue next year.

The survey further indicates that th%most common reductions are in the areas of re%uced
salaries; reéduced positions; reduced hours; and, reduced operation and maintenance budg-

ets.

POLICY ISQUES: The safe and sanitary disposal of sewa?e IS essential for the maintenance.
of community health. Ifthe exmtmg riral systems are allqwed to deteriorate there could a
redprocal decline inresidents health. Agairi, js there a basic level ofﬁamtanon services that
Eﬂg l}%?es,pouldguaranteeeadlcommu Ity In order to prevent higher health care costs in
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Many ruraI cifies have dty owned and operated Iaundry facilities. The dty Iaundry

u ntly.Is the watering point for communities without distribution systems and also
grs at |n %‘Au t|es ﬂ?e?nanagementofahundryflacﬁ canaPsoprov?dIS ty without

asewa esystemame rdisposingwaste gr an ofthesefaC|I|t|es avebeen
constr ctedwdh%un&%g ?rom eStgtesvn? XSaeWater rogram.

e R S e
% dcgteevelhos |ceth|sye Inaddl lon, (2100(88d %s&otedesmanagmgaaunr
y%cgrnyreporttatteserwce bee minatéd It 1ocal economic conditions cortinde next

The survey further |nd|§ates that the most common reductions are in the ar deas of reduced
Btaff gosmons reduced hours of operation; and, reduced operation and maintenance

P LICY ISSUES: Tourbanr sidents, laundr fad||t| nl1<|ghtheeml|ke strang service for

aloca overnmentto rowe However| rural A as when man omes onot ave
runn|n wate] teaun [y faci |tyrnrowdes twobaslé uplic heal hfunct|ons aPace for
washing aotnes and bat |% Otten the laundry buil | ouses the only water treatment
plant. "Hiepotential f esePéthcfadHUesandthequesnonofmamtalnmgabasmlevel
of public Realth should be considered by the State

CITY ADMINISTRATION

The adm|n|strat|on of a dt 8overnment IS an essential function in the management of a
mummﬁ Almost every dty In the State has paid adm|n|strat|ve staff. Inthe smaller
dties, t gsfe ugntl hndudes%nlythema orand d |stdrator/ ty derk. #n addlgon
many of these dties have staff who are pon5| irect defivery of munidpal
8%revrnac%sfs £., equipment operations for roa and Iandﬁlmamtenance and electrical plant

Accarding to the survey results, of the 128 dties questioned. 97% g124dt|es% have qty
administrative staff. This fiscal year, 730f the 124dt|e38rowd|nﬂth| service have had {0
reduce administrative capacities.. This reduction has restlted in the loss of 122positjons in
dty governmentemploymentwhich s oftenamajor source of year-round jobs insmall cities.

Thesurvey further indicates that the mostcommon reductions in administrative capacity are
In the areds of reduced staff positions; reduced hours of operation; and, reduced salaries.



?SRS and Munl? al Assistance ﬂ\/IA? comhined
with the downturn i capital construction fun ?]hav?]reéaut ddnaredluctlo In the services
provided by cities. Of the cities surveyed, %%have had to reduce aA e_a,stone(]s%rwce. The
charts b%lo Indicate which services are J)rowe bg the surveyed cities and how these
services have been reduced this year; statewide, and Dy region:

Chart 19 Number of Cities Surveyed Providing Municipal Services
128 Communities Surveyed

The reductions in State Revenue Shari_nj1

120-
100-
80-
60-
40-

27
20- n
N, mu
Fire Health = Water  Landfill  Laundry

Police  Maintain  Sewer  Electric  Community
Roads Building

Chart 110 Percentaqe of Surveyed Municiﬁalities Statewide

Which Have Reduced Budgets This Year
Fire MS-
Police r s?yn
Health Clinic Sg

Road Maintenance
Water Service

Sewer
Landfill
Electric Services Wi ~ar
Laundry Facilities S
Administrative Capacity Zii 95%
City Facilities
0% 10 20 30 40 50 60 70 80 90 100%
Chart 111 Percentage of Surveeyed Munjcjpalities (By Region)
Which 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 9 57 67 ft 13 ~0-
Bristol Bay 26 33 12 32 7 -0-
Doyon 21 20 23 37 -2 11
Kodiak 33 -0- 25 67 17 20
Northwest Arctic -0-  MSS100 mf 44 44 "33A 50 m
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 percntagcs are based upon those dties providing services. Services for the Arctic Slope
region are provided by the North Slope Borough and are not covered in this chart.
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Insurance

Insurance isa large expense formany small dties, Itisalsoanecessaryexpensetohelpensure
the contmued deqlveyo? mumc?pg/ | services. . The surve resu?ts |nd| ate that45‘9 of the
surveyed communf]Ue? %no% (ﬂve I ”p%rtg/msurance his I3 sqm ficant hecause of the
tr?me dou%growt Pu lic |t|;s t ecommumtlesdurmg he past five years. The

86 [ts de thestatuso Insurance coverage in rural Alaskan communities as
\dentifie ythesu vey

Chart 1%4 L|abll|g/ Insurance Coverage
Surveyed Communities

26 Communities Do Not
Have Insurance (21%)

5 Communities Did Not

96 Communities Know Current Status

Have Insurance (75%)

Chart 115 ProPert hoss Insurance Coverage
of Surveyed Communities

66 Communities

Have Insurance (51%) 57 Communities Do Not

Have Insurance (45%)

5 Communities Did Not
Know Current Status
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The reduction in State ReY]enu Sharin ({ollars has had a Pron,ounced ffe tupop these
communities. Since 1985 there has beerralmost a 40%reduction in these funds available to
u_nln_corPorated communities. Table 46profiles rise and fall of State Revenue Sharing funds
distributed to these commFmtles from 198] tothe present. The arHounteach unincorporated
cwmgglty receives 15 a flat amount and Is not influenced by the type or level of Services
olffered by a community.

Chart 4.2 Revenue Sharing For Unincorporated Communities Since 1981
$25,000 ;310 SR

$20,000 =
$15,000
$10,000

$5,000

1981 1982 1983 1984 198 1986 1987 1988

The unmc%r orated communities are concerne w%h the current srlate of their local econo-
mies. Allt communmessurvgyed,wereaske to think ahout the future of the community
ovev the next coggle oﬁge]\ars an m%mate hmg.t eg/ sei]w thewﬁ?aﬂmal sﬂuagon. The results
show concern about the future. Table 4.2indicatés t

at 86%oft
Situation from critical to concerned.

| ents view their

e Tespon

. Chartd3 =~
Unicorporate Commundhes Financial Situation
As Reported In Survey

o
: B
mm

. EHffiB
Critical Concerned Acceptable No Problem



UNINCORPORATED DEBTS

Asignificantnumber of the unincorporated communities have incurred additional debts this
ear, Rlacm Increased pressure on limited budsgets. The following chart |dent|f|eswha%
Eﬁcrrceeasteag%egtgheunmc rporated communities surveyed have encumbered what kinds o

Chart 46 Percen_tages of Surveyed Unincorporated
Communitigs With Sigriificant Debts

Internal Revenue Service

Audit Costs

Other Costs

Employment Securit
Compensatio
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U, Chapter 3

Policy implications of the
Economic Dislocation Survey Results

Theresults of theEconomic Development Survey indicate that Alaska's economic downturn,
and Cpartlcul rlY,the reducinon In State fundin oJI cal_govg nment projects, has serioysly
affected éhea ity of rural.communiti 'SF'OB[O |de Das| I|?u IC Services, The communiti
surveyed have réported increasing difficult An meet] qteposts of maméal?mq an
\(l)\Per%mglt e many public facilities construgte durlnr%Aas,kasrecentpeno of relative
ealtn.. “Indications izre that the anilities of rural communities o provide services and
maintain faullues will continue to deteriorate unless there [s a significant turnaround in the
state’s general economic picture. At the same time, the ability of State government to assist
local communities has been severely handicapped by the deCline in State revenues.

This situation poses significant questions for decision makers. A number of such questions
arei|ste beIO\Pv, foilo eJ bya&scussmnwhm% expands upon tﬂese questlons.q

POLICY QUESTIONS

0 State Responsibility. Whatis the Staje's responsibility or appropriate role in
ﬁﬁﬁ%ﬁgf etb)e|mn¥ed|ate problem ogreducgg servme)s/andegd ced t%uhnes

0 Local Responsibility. Whatisthe "local" responsibility, and ability, toaddress
this situation.

0 Defini |?_n of "Basic Needs." Should ﬂt ndards e%ld %[nenafor "0 smnee?s
e estanljshed to serve as a framewor orfgun I etermmmﬂjteleve of
support for "essential” services? 1fso, shoulg'such standards include commu-
ni ?lze orlocation, wit resspecttotherelatlveeffluengyoffser_v_lc_e [OVISION
an| amhﬂesmalntenanfe? hould certain services ana7or facilities be given

priority status in State/local buaget reduction consigerations.

0 Local Government Problems. Does the structure of local government forma-
t|ondn Iaslﬁalead to theeX|Is_tenceoro,caI overnments too small to meet the
needed fiscal and service delivery requirenients?

0 Mathballing Option. Would the temporary mothballing of certain public
facilities be a feasible measure?



Adetermma lon qf local res onsibi I|t must be made in con unchon with.a decision on the
basic level of services iowh chaII Is%ansareentltled (ﬁ e this decision 1S ade then
Costs ofte asIc level of services ?a eesUmaMi Wit %ls Information In and £ 1S
BPSI le to adaress the question of local responsini anility to pay. ( Seed|scu33|on
elow on basIC needs.

There are anumber of policy questions related to deciding local responsibility for providin
Services, and construé%m ng ?mtamlngDP %F # % o%?d an arEPro(Enate ??
ccegt ahle” level of localTinancia [esponsi tﬁ/or a |I| B? edeter ? Would
thish oneonastateW|de re |onaI orcommunity basis? standarcs and criteriabe
develope toserveasa] r]w or ordegermln| eaIIocannoffmanmaIrespon3|b|I|ty
between the State and local governments”

Re arding t IocaI ability to (E)a " there are two diff rfnt kinds of measures that need to
e consl r First, |nc nside ng the general feasibility of the RUb IC g option of
aIIocatchertamcostﬁ etween ﬁtaean local %overnme ts (or other local Z;nt tle§ there

Ity and

IS need o?ee% Imate eta eveo%eapanueaC burde which local overnments and re etlen?

| suc 0cation policy was actua

|m emFe)nte e¥ewouqcfl|ﬁ< beanee(?toes Ils%funab?ecnterlaaﬂdst N ards%oruse
e formal determ|nat|ons anappropnate local" share

Determining "Basic" Needs

Many have argued for the establishment ofa more rational capital Rro ect Plannmg groces
? ng, the esﬁab shmegt of standards which gefine in some wa ¥ of se]rw es an
acilities which would be considered as "hasic” commum%/nees The ew such standards
thatdo exmtarefragme tee| and oftendonot play any effective role in determining the actual
course of communtty development.

The construction of particular @ubllcfauhﬁe in an |ven commum% s still lar elg/ the
resul%ofaiortunate ncounter \Neenavana le outs |erevenues a "'local" concept, and
specitic political will at some level of government.

e:fcgeeegeaaeeaﬂ JaF S e,

police and fire protection) a
sanitation (Safewater, sewag edl posal, solidw stedls osaI However, g|venthere at|vey
ov1 In teseserw es Inmany small Alaskan communities, and the dactthat

C0St 0 N
m Stateha |m|ted esources, what can%e/ State be reasonabR}expected to provide?
This question has several components:

0 Towhat services.is every Alaskan entitled regardless of his/her or the local
government's ability to E? ay?
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Commumttesdorecetvesubstantlalfmandals] a{)PortfromtheStatethroudh rograms such
Power Cost Eq%a IZation State Revenue Sharin (?nd Municipal Assistance.” However,
State funds have heen on the decline and the fiyed costs of 0 eratmg and mamtammg

faC|I|t|es are n){plcall so high that they consume all of the State assistance monies, and the

some n|t|e who Tecelved fmandal as3|stance often do not have the human and
na financial resources nec ssa | de th efsera/ est ey heen e cou a ed to

Rrowe It1s i | W|thasmal ase to fingl the m nagersan tef Clans
ecessar tofgnancta and adm|n| anage rwcesa Intain facilities In a

proper state of repair ecaus %thts ac of umanan |nanC| resources man ruraldy

govemment%[areofte farin etcoIIectlonsforservmesfare enind ornotma atall: and

quipment often must ereBIaced#]rematureybec? seo poor maintenance. Pol |cgmakers

nee to ad ress this | |ssue }/exa Ining structura ternat|ves to service provision. This

cou Indude some omJ public service management and mamtenanie se (ches on

gvonal or sUb- r%gtonal asls. Ihe maintenance and management of public faclities an
Ices assodated with the REAAS might serve as a beginning point.

Mothballing Alternative

Apro%ramof mothbaIImg certampubl fadI|t|es|sonemtenmmeasureforpoltc Mmakers
tocon l0er Mw Stl egncdfn]mumt |eswereconst rcted dnngpeno swhen Stage
undingwasrela ve t| Now there sashortage offl nanda resourcestoa equatey
maintain these facdttle

One pasic assumﬂtton Inan senous discussion ofmothballmg IS that the finandal situation
WI Im rov In{ efutur t ne point that funds will e avall bIetoreo enandmaintain a
Ehb d)ad |tg lf] IS premised onthechancethatsomeh emthefuturete
fad canhe restarted. Ift oes otaé)r{)eartobethecase salvageort acdttyma}(mae
them steconomtcsense However, even if there IS only a small chance that the facifity can
be restarted, 1t may m kesense to mothbaII he facdtt[)( If the costs ofdomg soarere attvey
mmor Boarging windows, locking doors, mm UIds on equipment, covering e ter%or
e/rggrsrat ing water pipes nfay be all at|s equne tokeep equipment inorder for

P stton abo tmothballmgneednotonlgbeansweredattheIocaI level, mtermsofs ecific
ad Itles, utasoattheStat level In term ofc%[n Hlt¥ adltttesmglneral 1e PI
stheeconomlcsnuattongom to chan eregar nﬁ uture abilityTo maintain facilitles?
hat t pe ffad|l'[I% s shiouldbe moth nl atFrethea propriate measures to take
reac adt%( at are the costs and benefits of alternative easures How muc
technical and financial assistance to communities shouId the state provide?





