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DATE: 3/8/05 FURTHER:

DATE TURNED 
IN TO OFFICE

SENATE FINANCE COMMITTEE REFORT A PR  0 8 ZOOS
SENATE FINANCE 

COMMITEE

Finance Committee considered HOUSE CONCURRENT RESOLUTION NO. 2

HCR 2 IN-STATE NATURAL GAS NEEDS

Urging Governor Murkowski to take quick action to conduct, approve, or sanction a study of in-state natural 
gas needs and take-off points for intrastate use of natural gas transported in a North Slope natural gas 
pipeline.

and recommends:

] be re p la c e d  with 

] adopt p re v io u s  _

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to _____

NEW FISCAL NOTE(S):

CS

CS

Committee

Committee

S e n a te  Bill:
[ ] Same Title 
[ ] New Title

H ouse  Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #____

Department Date Fiscal Ind. Zero FN#

[ ] APPROPRIATION - n o  fisca l n o te



FISCAL NOTE
STATE OF ALASKA
2(105 LEGISLATIVE SESSION

Revision D a te /T im e  (N o te  if correction): 
Title In-State Natural Gas Needs

Fiscal Note Number: 

Bill Version:

(H) Publish Date:

Dept. Affected:
’ RDU ________
Component _______

Sponsor
Requester

Rep, Samuels
House Rules

1

REPORTED OUT

A P R  o 8 Z005

•SENATE FINANCE 
COMMITEE

HCR 2

2/24/2005

Natural Resources

Expenditures/Revenues

Component No. 

(T h o u s a n d s  o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2 0 11

Personal Services

Travel
Contractual
Supplies
Equipment
Land & Structures

Grants & Claims
Miscellaneous

TO TA L OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) i

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF

1005 GF/Proyram Receipts

10 3 7 GF/Mental Health
Other (Specify Type--Do not abbieviale)

TO TA L 0.0 0.0 0.0 0.0 O.n 0.0

Estim ate of any current year (FY2005) cost: 0.0
Mark this box (X ) if funding for this bill is included in the G overnor’s FY 200G budget proposal:

P O SITIO N S
Full-time

Part-time
Temporary

A NA LYSIS: (A'tach a separate page ilnecessary)

P a s s a g e  o f this reso lu tion  will h a v e  no fiscal im pacts.

Prepared by: Ja n e t Seite. Stall
Division

Phone 405-3764

House Rules Comm ittee Date/Tune 2/24/05 3 16  PM

Appioved by: 
Agency

Representative Norman Rokeberg Date 2/24/2005

Chairman, House Rulos Committee

1 Y.004 OWiij Page 1 of 1__

COMMITTEE COPY



R epresentative Ralph Sam uels
House D istric t 29

HCR 2

Sponsor S ta tem en t

T his resolution is a request to G overnor M urkow ski to take quick action to carry  out a 
study o f  in-stalc  needs for natural gas w ithin A laska. As the FERC regulations that were 
issued in O rder No. 2005 specify that this study  m ust be com pleted  before an open season 
and pipeline design can occur, tim e may be a critical factor, flic  sponsor in tends the 
L egislature to o ffer support and encouragem ent to the governor in this endeavor

S e s s i o n :  A la s k a  C a p i to l  B u i ld in g ,  .J u n e a u ,  AK 99K0I, (907)  -t0.')-200.r> 
I n te r im :  710  W. I"' A v e ,  S u i t e  Odd, A n c h o r a g e ,  AK OOHOt, (5)07) 2 0 0 -0 2 1 0



S U M M A R Y  O F  F E R C  O R D E R  
O N  

A L A S K A N  G A S P IP E L IN E  O P E N  S E A S O N  
(O R D E R  N O . 2005) 

P R E P A R E D  B Y  
D O N A L D  C . S H E P L E R  

R O L L E D -IN  P R IC IN G  F O R  E X P A N S IO N S

E stab lishes a “rebu ttab le  p resum ption” for use o f  rolled-in  p ric ing  fo r ex pansions (Pp. 43 

and 56).

F inds that a  rate increase from an expansion is not a “subsidy” if  the new  rate is no h igher 

than  the orig inal rate. L eaves for future determ ination the question o f  w hether the o rig inal rate  

itse lf w as subsid ized  by virtue o f  the loan guarantees and the tax benefits (P. 43). 

P R E -S U B S C R IP T IO N  A G R E E M E N T S

P re-subscrip tion /anchor sh ipper agreem ents are allow ed but only  for the initial p ipeline  

capacity  (not for expansions).

P re-subscrip tion  agreem ents m ust be m ade public w ithin 10 days and o ther qualified  

b idders arc en titled  to negotiate  the sam e term s and conditions and rates w ith the pro ject 

sponsors

In case of oversubscrip tion o f capacity  through pre-subscrip tions and open season  bids, 

the design capacity  m ust be adjusted to accom m odate all qualified  b idders o r p re-subscrip tion  

sh ippers (and  others adopting pre-subscription term s/conditions/rates) m ust bear all p ro -ra ta  

reductions in capacity  (Pp. 13-14 and 51)



IN -S T A T E  N E E D S , D E L IV E R Y  P O IN T S  A N D  S T U D IE S

O pen seasons m ust conduct o r adopt a study  o f  consum ption  needs and p rospective  

delivery  po in ts  in the state , and rely on such  study to develop  the con ten ts o f  the open season 

no tice  (Pp. 20 and 51).

S tudy  shall be identified  in the N otice  and, if p racticab le , include o r consist o f  a study 

conducted , approved  o r o therw ise  sanctioned  by an appropriate  governm ental agency, office  or 

C om m ission  o f the S tate  o f  A laska  (Pp. 20 and 51).

O rder cites to 2002  S tudy o f  in -state  gas dem and conducted  by D N R  (Pp. 17-18).

N otice  o f open  season  shall include an estim ate (based  on S ta te ’s study) o f how  m uch 

capac ity  w ill be used  in-state  (P. 51).

N otice o f open season  m ust include a proposed in-state  transportation  rate based on  the 

cost o f  provid ing  that serv ice  (i.e., exclud ing  costs related  to ou t-o f-sta te  deliveries) (Pp. 20 and 

52).

T IM IN G  A N D  D U R A T IO N  O F  O P E N  S E A S O N S  F O R  IN IT IA L  P IP E L IN E

Sponsors m ust p rov ide  30-day notice p rio r to start o f  open season and open season  m ust 

last at least 90-days (Pp. 18, 51 and 54).

Sponsors m ust also  file at FE R C  for approval by FE R C  detailed  p lans for proposed  open 

season . T h is filing m ust be m ade at least 90-days prior to the start o f  the 30-day  notice period  

(thus total "heads-up’ tim e is at least 90-days (FE R C  filing) p lus 30-days (public notice o f  open 

season) plus 90-days (duration  o f open season process) = 210 days) (Pp. 38 and 56). 

E X P A N S IO N  E V A L U A T IO N  D A TA

O rder does not requ ire  posting and updating o f  data  that w ould a llow  independer 

assessm en t o f  expansion econom ics but indicates FER C will review  pro ject design for



ex p an sib ility  at the ou tse t and ind icates that open season data  plus certifica te  filing  da ta  shou ld  

p ro v id e  adequate  in fo rm ation  for independent evaluation  (Pp . 29 and 36).

B ID -E V A L U A T IO N  C A P S

O rder does no t adopt b id -evaluation  caps, but adopts “ S tandards o f  C o n d u c t” ru les to 

p reven t affiliate  abuse  (production  affiliate  gaining in fo rm ation  from  p ipeline  affilia te) (Pp .26-28  

and  53-54).

F E R C  will m on ito r results o f  open seasons to de te rm ine  the app rop ria teness o f  any 

“ unusually  long con trac t term s (e.g ., a term  exceeding  the pro jec ted  life o f  the p ip e)” to 

de te rm ine  w hether sh ippers incorporated  such term s in their b ids to  ob tain  an allocation  o f  

capac ity  (P. 33).

R U L E S  R E S P E C T IN G  A L L O C A T IO N  O F  C A P A C IT Y

Pro ject sponsors m ust ind icate  in open season m ateria ls how  capac ity  will be aw arded  

and  a llocated  (Pp. 32 and 53).

A ny aw ard /a llocation  m ethodo logy  m ust not be undu ly  d isc rim ina to ry  o r undu ly  

p referen tia l, and it is the C om m ission , not the sponsors w ho will apply  those c riteria  to an open 

season  (Pp. 32 and 55).

W hile  no particu lar m ethodology for aw ard ing /allocating  capac ity  is being  p rescribed , 

any departu re  from  a Net P resent V alue (“ N PV ") m ethodology here to fore  standard  in Low er-48  

open  seasons will be exam ined  carefu lly  (P. 32).
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H C R  2

B ackground M em o  regarding In-State A laska N atural G as Dem and  
Division ol' Oil and G as  

February 2 3 ,2 0 0 5

This memo summaries potential in-state gas demand in the Southcentral Energy Bell and the greater 
Fairbanks area based on a review o f  three recent studies:

o  Alaska Natural Gas In ■State D emand Study for DNR by Econ One, January 2002. 
o  ANGDA Revenue and Cost M odel Instruction M anual (and model) for ANGDA by Northern 

Economics, June 2004.
o  Fairbanks to Anchorage Spur Report -  Updated Analysis for DNR by Lukens Energy Group, 

June 2004.
o  South-Central Alaska Natural Gas Study -  Prepared for the U.S. DOE by Charles Thomas et al., 

Science Applications International Corporation, August, 2004.

S ou r lh -C en tra l  Alaska

Current gas usage in Southcentral Alaska for all sectors is approximately 200 billion cubic feet per year 
(Exhibit I .) Industrial usage from fertilizer manufacture and LNG exports accounts for about 60 percent 
o f  total gas consumption in the Cook Inlet Basin (CIB).

Exhibit 1. Cook Inlet Basin Natural G as C onsum ption by M ajor  G roup , 1971-2003.

The future of industrial gas demand in the CIB, which relies on inexpensive, haseload gas supply, is 
uncertain due to tightening supply and the rising cost o f  gas in the Cook Inlet Basin. For example, the 
Agrium has been operating at reduced levels during 2003-04 and has indicated that plant closure >s a 
po: sibility before the end of 2005 if adequate gas supply is not secured. Also, t.ie Kcnai EN( i Plant 
export license expires in April 2009. So far. ConocoPhillips and Marathon have taken no steps puhlically 
to renew this license. The Department o f  Revenue (DOR) Prevailing Value for Cook Inlet gas is 
currently S3.00 per mef and has risen steadily over the past few years, in part due to high oil prices.

I ICR No. 2 Page I 2/25/2003



G rea ter  F a irbanks Area and  Intcri r Alaska

Current gas usage in Fairbanks in 2004 is approximately 500 million cubic feet per year (0.5 U cfper 
year). This usage arises from an incipient but rapidly expanding local gas distribution (LDC) system 
operated since 1998 by Fairbanks Natural Gas, LLC (FNG). The FNG residential and small commercial 
customer base increased from 130 to 631 between 2000 and 2004.1 Despite the rapid growth, this total 
Fairbanks usage of 0.5 Bcfy is. by comparison, a small fraction o f  the 200 Bcfy produced and consumed 
in the Cook Inlet Basin (CIB). as shown in Exhibit I (below).

Steady L.DC expansion o f  residential and commercial usage in the greater Fairbanks area could result in 
growth to about 3 Bcfy by 2009 but would probably require gas supplies from sources beyond those 
currently used by FNG (E.g., new North Slope and/or Nenana Basin supplies). Central station electric 
power usage could increase consumption by another C.5 Bcfy (assuming 50% gas-by-wire penetration). 
These potential residential, commercial, and power usages in 2009 combine to about 10 Bcfy, or about 
5% o f  the current gas usage in the CIB. It still would amount to a fractional 6/K)"1 of one percent o f  
expected throughput for a major sales gas pipeline from the North Slope ( 1,570 Bcfy based on 4.3 Bcf per 
day at outlet o f  GTP).

The outlook for gas use and offtake beyond 2009 is less certain but it is possible explore some contingent 
scenarios. If we assume higher gas-fired, ceiitnl-station power penetration plus fuel-switching among 
interior-region utilities within range o f  a ma jor gas pipeline, then power usage could increase to 27 Bcfy 
but this is a stretch.2 Adding industrial load (including new industries) would increase the range of 
possible gas usage by another 30 to 300 Bcf per year depending on the particular industrial application.
On top of this, a potential CIB gas supply shortfall could be served by a spur pipeline from Fairbanks to 
Anchorage. This highly uncertain shortfall could range from zero to 90 Bcfy by 2020, depending on 
assumptions about future CIB recoverable reserves growth, continued industrial usage, and spur pipeline 
economics. Plausible CIB shortfall estimates o f  between 18 and 91.5 Bcfy are considered in Exhibit 2, 
based on the analysis o f  I.likens Energy Group.'

Sum m itry for In terio r and South-C entral

Exhibit 2 summarizes combined medium- and high-case outcomes for 2020, conditioned on assumptions 
about power and industrial usage, the potential future gas supply shortfall in the CIB, and Fairbanks-to- 
Anchorage spur line economics. When industrial usage and CIB gas shortfall are considered, the amount 
o f  total gas offtake in the greater Fairbanks area could rise to levels ranging from 4-10-27 percent o f  total 
gas pipeline throughput. Gas demand in the greater Fairbanks area rising to 400 Bcfy is very unlikely. It 
would occur only in conjunction with a major industrial usage, such as a large-scale NGL processing 
plant o f  the class found in the Alberta NOVA system. Future natural gas usage in the neighborhood of 
10 to-70 Bcfy -  not counting the potential CIB gas shortfall -  is probable given the Interior region’s high 
prevailing heating degree day load and energy costs, and its proximity to a major source of future natural 
gas transmission. Nenana Basin gas resources, which are estimated to range from 250 to 3,000 Bcf, could 
serve this potential future demand and/or provide a source o f  supplemental gas for replacement of offtake 
volumes for transmission to North American markets.'1

I

1 FNG liquefies and transports LNG by n nek and trailer from Point McKenzie to its storage facility in Fairbanks. 
The operation involves 2-to-4 truckloads per week ol about 9,500 gallons of I.NG (760 Mel) pci iiuckload,
‘ Interior region fuel-switching power plants include the communities: ( 'Irena, ( 'liistoeliina, Dot Lake. Mealy, 
Mentasla, North Pole, and Tok.
' Energy in the form of ‘‘gas-by-wire" could be generated in Fairbanks and delivered to Southcentral Alaska, as all 
alternative to a gas spur pipeline.
1 Nenana Basin gas icsource estimates are: 250-to-1,000 Bcf (Doyon); 3,000 Bcf (Andes); and S07 Bel'(MSGS).

IIC K  N«>. 2 Page 2 2/25/2005



E xh ib it 2.
I'o lt'iitiiil ln -S tn le  D em and  Tor N a tu ra l G as in llic G re a te r  F a irb a n k s  A rea

Actual Proiecled
2000 | 2004 2009 I 2020

mrtlium*

(Pillion Cubic Feet per year)

Res c‘i  C Omni' 0.1 0.5 31 6.5

Power'’ 0.5 12.0 27 0

Industrial1 -na- 30.0 400
SulrTolal 0.1 0.5 9.6 48.5 333.5

Expected Southcentral Sborlfall* 18.0 91.5
TOTAL n.i 0.5 9.6 66.5 425.0

I'roporlion o f  Cook Inlet Basin 
'rnpoiiion of Gasline Tliroughpul

0.3G.
O.Q35G

4.8G-
0.6T

54.2G,
4.2G'

2I2.5G- 
27. IG-

1 lijin il lo 2001) ami 2004 actual pas usage in the Fairbanks local pas ilistribuiion system operated by Fairbanks Natural Gas, U .C  
I’rojeclian in 200') based on Fcori One (2002) ,ludy for l)NK assuming 50G penetration for boib residential and commercial space heating 
I’rojection in 2020 based on extrapolation o f  actual usage grosvth during 1008-2004 using 2' order polynomial titne-treutl model.

' itased on central station (gas-by-wire) civilian and military poscer generation in G reater Fairbanks region 
assuming 50'e penelralion in 2000 and ,84'.,' peneiration in 2020 ((icon One).

Iligb-casc power conMimplion (27 Defy) based on combinatio.. ol central station (gas-by-ssire) and fuel-sw itching 
in interior region utilities that could In’ served by gas pipelines.

' I.samples ol .iiilustnal usage are:
Internet Server Farm  - 4 .4 Pels (I con One)
Pclchc’n Plant - 30-IO-400 Defy tl-.cun One and ANGDA)
Fairbanks Separator Plant -73 Bcfy (ANGDA)
Fertilizer Plant - 50 Defy (Agrium)

* Medium ease based on 50 Mnsefd assuming 1.5 Tef reserves expansion in t 'nnk Inlet Bavin (CIB), I.NG closure in 2(H)') and Fertilizer ai 50'.','. 
High cave based on 250 Mrncfd assuming zero reservers grow lb in (IB , 1-eilillzer plant closure in 2000. FNG pi.ml closure in 2009. (Fukcnvl

z\rt'iis lor  Further Research

o Feasibility for Pctcliem in Fairbanks 
o Spur pipeline costs
o Gas-by-wire feasibility (reverse the Railbelt Intertie)
o Engineering/ cost study f o r ' ' " '' . 11 gaslinc offtake and step-down equipment in Fairbanks

and other Interior Alaska locations.

I ICR No. 2 Page .1 2/25/200.5
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SENATE COMMITTEE REPOhi

DATE: 2/28/05 FURTHER: /Finance 

DATE TURNED
t l ± l o £ _IN TO OFFICE:.

Resources Committee considered HOUSE CONCURRENT RESOLUTION NO. 2

HCR 2 IN-STATE NATURAL GAS NEEDS

Urging Governor Murkowski to take quick action to conduct, approve, or sanction a study of in-state natural 
gas needs and take-off points for intrastate use of natural gas transported in a North Slope natural gas 
pipeline.

and recommends: 

be r e p la c e d  with 

adopt p re v io u s  _

attached amendment(s) 

adopt Letter of Intent by 

further referral to _____

CS

CS

Committee

Committee

Senate Bill:
[ ] Same Title 
[ ] New Title

House Bill:
[ ] Same Title 
[ ] Technical Title 

Change 
[ ] New Title w/ 

SCR #____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN#

----------------------------

[ ] APPROPRIATION - n o  fisca l n o te

Department Date Fiscal Indet. Zero FN#

Z/2 j J







IOUSE COM M ITTEE REPO 1
(11)
D ate R eferred  to Com m ittee:  April 25, 2005  

D ate  o f  C om m ittee  Action: 0 DCS

T h e F I N A N C E  C om m ittee  considered:

TJRTIIER REFERRALS:

I ICR 6

H O U S E  C O N C U R R E N T  R E S O L U T IO N  N O . f> E X T E N D  IN F R A S T R U C T U R E  P O L IC Y  T A SK  F O R C E

R ela tin g  to the continuation  o f  the A laska In form ation  In frastructure  P o licy  T ask  Force until the first d ay  o f  the  
First R egu lar  S ession  o f  the T w enty-F ifth  A laska  S tate  Legislature in J a n u a r y  2007.

R e c o m m e n d s  it he replaced with [ ] I ICS or [ ] CS fo r__________________
For Senate Hills with new title: /  /  Technical Title /  ] New Title: IICll_

J
1^1 Same Title | J New Title

f ] attach am endm ents 
[ ] add new  referral t o . 
I ] L etter o f  Intent____

C om m ittee
C om m ittee

U st o f  
Abbrev 
fo r
Dept s.:
A D M
CICD
COR
CRT
LEO
DEC
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G O V
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L E G
L A W
L W K
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D N R
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R E V
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FISCAL NOTE

2(1(15  LEG ISLATIVE SESSIO N  Bill Version:  HCR 6

{) Publish Date: ________________

STA TE  O F A LA SKA  Fiscal Note Number: _________ 2

Revision Date/Time (Note if correction):__________________ Dept. Affected:__________Legislature_______
Title ‘'Relating to the continuation ol the Alaska BRU ____ Legislative Council
Infrastructure Policy Task Force until the first day of..."_____ Component: Council arid Subcommittees
Sponsor "Kott, Harris. Rokebcrg, Chenault. B e r k o w i t z . . . " _____________________________
Requestor Representative Kott_______________________ Component No. 783

Expenditures/Revenues_______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted b e l o w ______________
OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 62 0 44.0 0.0 0.0 0.0 0.0
Travel 12.0 0.0 0.0 0.0 0,0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 00 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
M iscellaneous 0.0 0.0 0.0 0.0 0 0 0.0

TOTAL OPERATING 74.0 44.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) I

FUND SOURCE (Thousands of Dollars)
1002 Federal R eceipts
1003 GF Match
1004 GF 74.0 44.0 0.0 0 0 0.0 0.0
1005 GF,Program Receipts
1037 GF/Mentol Health
Oilier (Specify Type-Do not nlrtwviali'i

TOTAL 74.0 44.0 0.0 0.0 o.n 0,0

Estimate of any current year (FY2005) cost: __________
Check this box (X) if funding for this bill Is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time 1
Part-time 1

Temporary

ANALYSIS: (A tt.ic ti a  sep./rare p a j i f  i f  n o c c u m y )

This legislation extends the termination date of the Alaska Information Infrastructure Policy Task Force 
until the first day ol the First Regular Session ol the Twenty-Fifth Alaska State Legislature in January 
2007 I his fiscal note includes funding for one staff person and funding for tho staff and the public 
members of the Task Force lo travel lo attend meetings of the Task Force. Other meetings ol the Task 
Force will tie leleconferenced. The Task Force shall submit a final report of its findings, tire long-term 
infrastructure plan, and any draft legislation the Task Force finds necessary lo meet the identified long­
term infrastructure needs of the Stale, to the Legislature by the first day of the First Regular Session of the 
Twenty-Fifth Alaska Slate Legislature.

Prepared by: Karla Schofmld, Deputy Director_______________________________ Phono •105-3852
Division Administrative Services DolO/Timo 4 /29 /05  a 39 PM

Approved by: PanioLi A Variti. Executive D irectuf Pa to 4 29/2005

Agency Legislative A ffa irs Aguney____________________________________

' OW i'i Page 1 ol 1
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fo r

H o u s e  C o n c u r r e n t  R e s o lu t io n  ft

In 2 0 0 3  t h e  A l a s k a  S t a t e  L e g i s la t u r e  p a s s e d  I IC R  3 2  in o r d e r  to  e s ta b l i s h  th e  
I n f o r m a t io n  I n f r a s t r u c t u r e  P o l ic y  T > s k  F o r c e .  I IC R  6 e x t e n d s  th a t  ta sk  fo r c e .  T h e  ta sk  
fo r c e  is c h a r g e d  w i th  c o n s id e r a t io n  o f  A l a s k a ’s r o le  a n d  in te r e s t  in lo n g - t e r m  in fo r m a t io n  
i n f r a s t r u c t u r e  d e v e lo p m e n t  in o r d e r  to p r o v id e  all A la s k a  c o m m u n i t i e s  im p r o v e d  
t e l e c o m m u n ic a t io n s ,  h e a lth  c a r e ,  a n d  e d u c a t io n ,  h o m e la n d  s e c u r i ty ,  e c o n o m ic  d e v e lo p m e n t  
o p p o r t u n i t i e s ,  a n d  a c c e s s  lo  g o v e r n m e n t  v ia  b r o a d b a n d  c o n n e c t iv i t y .

T h e  T a s k  F o r c e  w il l  a l s o  in v e s t ig a t e  a n d  r e c o m m e n d  a c c e s s  to  f ib e r  o p t ic  
c o n n e c t iv i t y  lo  h e lp  b r id g e  th e  d iv id e  that s e p a r a t e s  r u r a l  A la s k a  f r o m  th e  b e n e f i t s  o f  
t e c h n o lo g ic a l  a d v a n c e s  r e a l iz e d  in u r b a n  a r e a s .  It w il l  lo o k  at s u c c e s s fu l  p u b l ic -p r iv a te  
p a r t n e r s h ip s  to fa c i l i ta te  in f o r m a t io n  in f r a s t r u c t u r e  d e v e lo p m e n t .  T h e  Task  F o r c e  w il l  
d e v e lo p  a c o m p r c h c n  iv e  p a c k a g e  w ith r e c o m m e n d a t io n s  in c lu d in g  le g is la t io n ,  i f  n e c e s s a r y ,  
to  m e e t  th e  n e e d s  o f  A la s k a .

H o u s e  C o n c u r r e n t  R e s o lu t io n  0 e x t e n d s  th e  t e r m in a t io n  d a t e  o f  th e  A la s k a  I n fo r m a t io n  
I n f r a s t r u c t u r e  P o l ic v  T a s k  F o r c e  u n t i l  th e  f irst  d a v  o f  the  F irst  R e g u la r  S e s s io n  ol the  
T w e n t y - F i f t h  A la s k a  S t a t e  L e g i s la tu r e  in J a n u a r y  21107.

W e  r e s p e c t f u l ly  r e q u e s t  f a v o r a b le  c o n s id e r a t io n  a n d  s u p p o r t  for  I IC R  ft.



AT&T Aiascom
Michael T. Felix
President

505 E. Blufl Drive 
Anchorage, AK 99501-1100

A pril 18, 2005

T he  H onorab le  Pete  K ott 
S ta te  R epresen tative 
S ta te  Capitol 
Juneau , A laska 99801

D ear R ep resen tative  Kott:

I w ant to take th is oppo rtun ity  to express A T & T  A lasco m ’s support for H C R  6.

T he  w ork  o f  the A laska Inform ation Infrastructure  Po licy  T ask  Force is im portan t to 
the fu tu ic  o f  the s ta te ’s in frastructure  developm ent and w ill serve as a p lann ing  
p rocess to m eet those  needs. W ith the vary ing  in terests and agenda in the industry , I 
v iew  th is task force as an un-biased third party, ab le  to look for and recom m end 
po lic ies and so lu tions w ith  the  s ta te ’s u ltim ate  success at heart.

I applaud  the leg isla tu re  for tak ing  on this im portan t issue, and heart'!y  recom m end  its 
con tinued  funding.

S incerely ,

cc: K risti C atlin  
R ay G illesp ie

Hoc/dud Piipm





Alaska’s Mission
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Toksook Bay, Alaska
Population
550 Residents, 55 Houses 
80 Students Grades K-3 
85 Students Grades 4-12

Econom Seattle: 
5700 miles ==>su osistence4}unnHg, jrappi: 

and fishing; grass bdsKfetry, 
ivory carving, two stores, oj
m m

Washington, D.G 
5700 miles ==>

98% Yup’ik Eskimo

'
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Sunday, A u g u s t 9 , 19 9 8

Eskimos Warm to the Digital Age
lly Doik; F ink

I liad never seen a Wei) site materialize so fast. I 
was in Toksook liny, a largely subsistence Yup'ik 
Eskimo village in we tern Alaska. 400 miles from 
Russia and 5,700 miles from Washington. My 

host. Grog Lincoln, a tliirtyish Yup'ik mail, was dem­
onstrating the cutting edge of wireless digital technol­
ogy.

I was greeted by an immediate sound blast of Yup'ik 
Voices accompanied by an animated image of Lin­
coln's daughter stomping in traditional clothing. Lin­
coln's Web site (members.aol.coin/glincolu45/fraine. 
html) celebrates traditional Eskimo life by displaying 
dancing rituals and stereophonic singing. I clicked uu 
an icon, and was offered crafts made by his family and 
friends for sale in a “Village Mall." Chalk up one dus­
ter of indigenous people who don't need to leave tradi­
tional lands in order to nuke a cash living.

'Ibe key to Lincoln's demonstration was a small box 
on the windowsill of his house which pulls down satel­
lite-beamed transmissions powerful enough to provide 
him with Internet access at bandwidths something 
like three times faster than the current standard at 
American corporations and 10 tunes faster than in 
most American homes— all without a telephone line. 
What's more, Lincoln can keep his Internet connec­
tion all day—at no cost.

A fledgling company called Alaska Wireless is in­
stalling (lie boxes in Toksook lkiy in the hope of show-

,s.vConm :(;i ED. 1

Pont! I'inc. who has reported fo r The Washington 
Postfrom Ihtnna, Laos andRwanda, is' Ji/vctingn 
teuton' film in Alaska culled "Migration."

■ 1 14 tV r.
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Now more than ever before 
SECURITY of Alaska’s Information Systems

is paramount





contingency plans and«procedures, patcVprocedures, and 
importantly, the ability of the people to manage, react to and get

■

Cyber Security Research Department

Idaho N

“The one thing we*would recommend, particularly due to recent 
events within the state; is a comprehensive IT Security 
Audit/Assessment done by a reputable third party. One that 
covers People, Processes and Technology., Beyond just a network 
scan, but a good look at policies, procedures, security 
architecture, incident response and reporting, backup and

' ‘•* . iV  ■*>
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FISCAL NOTEST A T E  O F  A L A S K A  Fiscal N o le  N um ber :____ _______________________

2005 L E G IS L A T IV E  SE SSIO N  Bill Version: CS HCR 12 (FIN)
() P ub l ish  Da te :_________ _______________________

Revision Date/Time (Note if correction):_________________ Dept. Affected________ Legislature_______
Title Relating to the Advisory Commission on BRU Legislative Council
_________________L o c a l  G o v e r n m e n t ________________________________C o m p o n en t :  C o u n c i l  a n d  S u b c o m m i t t e e s
S p o n s o r  H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f fa i r s  ____________________________________
R e q u e s t o r  H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f fa irs  C o m p o n e n t  No. 7 8 3Expenditures/Revenues____________________________ (Thousands of Dollars)_________________
Note: A m o u n ts  d o  no t  include inflation u n l e s s  o th e rw ise  no ted  below.
O P ER A TIN G  E X PE N D ITU R ES FY 2 0 0 6 FY 2007 FY 2 0 0 8 FY 2009 FY 2 0 1 0 FY 2011 |
P e r so n a l  S e r v ic e s 0 .0 0 .0 0.0 0.0 0.0 0.0
Travel 0 .0 0 .0 U.O 0.0 0.5 0.0

C on trac tua l 0.0 0 .0 0.0 0.0 0.0 0 .0
Su p p l ies 0 .0 0.0 0 .0 0.0 0 .0 0 .0
E q u ip m en t 0 .0 0 .0 0 .0 0.0 0 .0 0.0
L and & S t ru c tu re s 0 .0 0 .0 0 .0 0.0 0.0 0.0
G ra n t s  & C la im s 0.0 0 .0 0.0 0.0 0.0 0 .0
M isce l lan eo u s 0.0 0 .0 0.0 0.0 0.0 0.0

TOTAL O PER A TIN G 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL E X PE N D ITU R ES 0.0 0.0 0.0 0.0 0.0 0.0

C HA NGE IN R E V E N U E S  ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND S O U R C E ( T h o u s a n d s  ol Dollars)
1002 F e d e ra l  R e c e ip t s
1003 G F M atch
1004 G F 0.0 0 0 0 0 0.0 0 .0 0.0

1005 G F /P ro g ra m  R e c e ip t s
1037  G F /M enta l  Health
O th e r  (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY2004) c o s t :  0  0
C h e c k  th is  b o x  (X) If f u n d i n g  for  t h i s  bill is  i n c l u d e d  in t h e  G o v e r n o r ' s  FY 200 5  b u d g e t  p r o p o s a l :  

PO SITIO N S
Full-time
Part- t im e
T em porary

ANALYSIS: (Attach a separata page if necessary)

CS HCR 12 (FIN) establishes the Advisory Commission on Local Government consisting of nine 
members, three Senators appointed by the President of the Senate, and three Representatives appointed 
by the Speaker of the House, and three public members appointed jointly by the Presiding Officers. The 
Commission shall review and develop recommendations for Alaska's cities within the unorganized 
borough and deliver a report of its findings and appiupnate legislative proposals for consideration to the 
Legislature by January 15, 200(5. Committee Aides for the House and Senate Community and Regional 
Affairs Committees will staff the Commission Public members of the Commission are not entitled to 
compensation, per diem, or reimbursement for travel or other expenses. Travel costs for members ol the 
Legislature will be absorbed within existing budgets.

P r e p a re d  by: Karla  Schofield.  D eputy_Director_________________________________ P h o n o  4 0 5 - 6 6 2 6

Division Adm inis tra t ive  S e rv ic e s  D a te /T im e  5 /5 /0 5  2 :1 8  PM

A pp ro v ed  by: P a m e l a  Varni.  Executive  Director  Date 5 /5 /2 0 0 5
A g e n cy  L egis la tive  Allairs A g en cy _______________________________________

HtOOt OMtil Page 1 of 1



Offered:
Referred:
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WORK DRAFT

CS FOR HOUSE CONCURRENT RESOLUTION NO. I2( )

TW EN TY -FO U R TH  LEG ISLA TU R E - FIRST SESSION

IN TI-IE LEGISLATURE OF TH E S T A T E  OF A LA SK A

WORK DRAFT

A»)t?

WORK DRAFT

24-LS0964M
Cook

5/3/05

Sponsor(s): H OUSE CO M M  UNITY ANT) REG ION A L A FFA IR S C O M M IT T E E

A RESOLUTION 

Relating to the Advisor}- Commission on Local Government.

BE IT RESOLVED BY THE LEGISLATURE OF T IIE  STATE OF ALASKA:

W H E R E A S  the Constitution o f  the State o f  A laska  provides that the Alaska State 

Legislature serves as the assem bly for the unorganized borough; and

W H E R E A S  the Alaska State Legislature exercises that responsibility to support the 

future economic stability o f  Alaska; and

W H E R E A S  the rural economy o f  the state is a significant contributor to urban 

economics; and

W H E R E A S ,  in the past few years, m any local com m unities  in Alaska have either shut 

down, entered deeply  into debt, or ceased providing basic local services as a result o f  lower 

local revenue; and

W H E R E A S  crafting legislative solutions that will efficaciously address both short­

term and long-term sustainability issues will be dependent upon conducting an appropriate 

needs assessment to guide these efforts;

B E  IT  R E S O L V E D  that, pursuant to the authority granted under art II, sec. 11. 

Constitution o f  the State o f  Alaska to establish interim com m ittees, the Advisory  Com m ission

- 1-

:.'vw T n x t  U n d e r  l i t w d  [D E LE T E D  T E X T  B R A CK E T ED ]
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on Local G overnm ent is established; and be it

F U R T H E R  R E S O L V E D  that the Advisory Com m ission on Local Governm ent shall 

consist o f  nine members, three senators appointed by the president o f  the senate, three 

representatives appointed by the speaker o f  the house o f  representatives, and three public 

m em bers  appointed jo in tly  by the president o f  the senate and the speaker  o f  the  house o f  

representatives; and be it

F U R T H E R  R E S O L V E D  that the president o f  the senate and the speaker o f  the house 

o f  representatives shall jo in tly  appoint the chair and vice-chair o f  the comm ission; and be it

F U R T H E R  R E S O L V E D  that the public m em bers m ay not receive compensation, per 

diem , or reim bursem ent for travel or o ther expenses incurred in serving on the Advisor}' 

C om m ission  on  Local Government; and be it

F U R T H E R  R E S O L V E D  that the House and Senate C om m unity  and  Regional 

Affairs Com m ittees shall assign com m ittee  s ta ff  to provide support sendees  for the 

com m ission: and be it

F U R T H E R  R E S O L V E D  that the duties o f  the A dvisory  C om m ission  on Local 

G overnm ent include

(1) studying die specific reasons for the hardships that com m unities  in Alaska 

have experienced and developing proposals to continue the evolution o f  local government;

(2) defining the role o f  state governm ent in the financing o f  local public

sendees;

(3) recom mending specific m eans by which local governm ents, w hen desired, 

can m ove tow ards borough formation;

(4) reviewing findings o f  previous local governm ent studies and incorporating 

useful information in its report; and

(5) exploring the potential to utilize taxation o f  natural resource extraction 

activities in the unorganized borough; and be it

F U R T H E R  R E S O L V E D  that the Advisory  Com m ission on Local G overnm ent shall 

develop recom m endations  for Alaska's cities within the unorganized borough as a critical 

element o f  the  state 's econom ic future; and be it

F U R T H E R  R E S O L V E D  that the Advisory  Com m ission on Local Governm ent shall 

deliver a report o f  its linding to the legislature by January 15 2006, together with appropriate

CSIICR 12( ) - 2 -
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legislative proposals for consideration during the Second Regular Session o f  the Twenty- 

Fourth Alaska Legislature; and be it

F U R T H E R  R E S O L V E D  that the Advisory C om m ission  on Local Governm ent m ay 

meet during and between legislative sessions and that the com m ission  is terminated on 

February 1,2006.

WORK DRAFT WORK DRAFT 24-LS0964U
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FISCAL NOTE
STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):____________
Title Relating to the JoinfRural Assessment

Task Force 
House C&RA

Fisca l  N o te  N um ber :  

Bill Version:

(H) Pub l ish  Date:

Dept.  Affected:
|B R U

C o m p o n e n t :

1
C S H C R  12(CRA,

4 /2 9 /0 5

Legislature

Sponsor 
Requestor

Expenditures/Revenues

House C&RA

L e g i s l a t i v e  C o u n c i l  
C o u n c i l  a n d  S u b c o m m i t t e e s  

S e s s i o n  E x p e n s e s
C o m p o n e n t  No. 

( T h o u s a n d s  o f  D o l l a r s )

7 8 3

Nolo: A m o u n ts  d o  n o t  inc lude  inflation u n le s s  o th e rw is e  n o te d  below.
O P E R A T IN G  E X PE N D IT U R E S FY 200 6 FY 2007 FY 2008 FY 200 9 FY 201 0 FY 2011
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 14.0 O.U 0.0 0 0 0.0 0 .0

Contractual 0.0 0.0 0 .0 0.0 0.0 0.0
S u p p l ie s 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0 0 0.0 0.0 0.0
L an d  & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
M isc e l la n eo u s 0.0 0.0 0.0 0.0 0 0 0.0

TOTAL O P E R A T IN G 14.0 0.0 0.0 0.0 0.0 0.0 I

.C A PIT A L  E X PE N D ITU R ES 0.0 0.0 0.0 0.0 0.0 0.0

C H A N G E  IN R E V E N U E S ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FU ND S O U R C E ( T h o u s a n d s  ol Dollars)
1002 F e d e r a l  R e c e ip t s

1003 G F M atch
1004 G F 14.0 0 0 0 .0 0 0 0 .0 0 .0

1 005  G F / P r o g u m  R e c e ip t s
1037 G F /M enta l  H eal th
O th e r  (Specify T ype-Do not abbreviate)

TOTAL 14.0 0.0 0.0 0.0 0.0 0.0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (FY 2004)  c o s t :  0  0
C h e c k  t h i s  b o x  (X) if f u n d i n g  fo r  t h i s  bill is  i n c l u d e d  in t h e  G o v e r n o r ’s  FY 2 0 0 5  b u d g e t  p r o p o s a l :  

P O S IT IO N S  ________  __________  __________  ____________
Full-time
Part - t im e

T em p o ra ry

ANALYSIS: This Legislation establish* s an eight member Joint Rural Assessment Task Force It is 
anticipated the Tas* Force will be staffed by House C&RA committee aides. The Senate President will 
appoint three mcmbors. the House S )eaker will appoint three members, and the First Alaskans Institute 
and tno Alaska Municipal League will each appoint a designee to the Task Force. For the purposes of tins 
fiscal note, the six members appointed by the Presiding Officers are assumed to he members ol the 
Alaska Legislature. The Task Force will travel to four communities to hold hearings on rural issues, and 
consider the findings and recommendations of Ihe needs assessment prepared by AML and the First 

.’tu'e. the Denali Commission's Five-Year Strategic Plan, and the Rural Energy Action 
Council’s Finumg and Action Recommendations. They will submit a report to the Legislature by January 
10. 2006. including proposals to address rural needs. The fiscal note includes travel costs for tho Senate 
members of the Task Force Travel for the House members of the Task Force will bu absorbed Within 
existing budgets Wo are advised the public members will be responsible lor their own travel costs

P r e p a r e d  by Karla  Schulit i ld .  D opuly  Director_________________________________ P h o n o  4 0 5 - 6 6 2 6
Division A dm inis tra t ive  S e rv ic o s  Dnto/Timo >1/27/05 1:26 PM

A p p ro v e d  by P a m e l a  V.irni, Execu tive  Dituelor________________________________  D a le  <1/27/2005

A g e n c y  Leips la live  A m s  A g e n cy
s.-out l'mui Pago 1 of 1



Rep. Gtibriellv LcDoux 
Rep. I Vie Kotl 
Rep. M ark N eum an 
R ep.  S h a r o n  C is sn a  
Rep. W outlie Salmon

Alaska State Legislature
Stale Capitol, Room 124 
Juneau, AK 99801-1182 

C o-C hairs 
Rep K urt O lson 

(907)465-2693 FAX 4u5-3835 
Rep. Hill T hom as 

(907)465-3732 FAX 465-2652

COMMUNITY & REGIONAL AFFAIRS
COMMITTEE

HCR 12
R e l a t i n g  t o  t h e  J o i n t  R u r a l  A s s e s s m e n t  T a s k  F o r c e  

S p o n s o r  S t a t e m e n t

D o z e n s  o f  c o m m u n i t ie s  in A lask a  a re  s h u t t in g  c lo w n , g o in g  in to  d e b t ,  a n d / o r  te r m in a t in g  

lo c a l s e rv ic e s  b e c a u s e  o f  tn a d c i |u a te  s ta te  a n d  le d e ra l fu n d in g  a n d  th e  lack  o f  s u s ta in a b le  lo c a l 

e c o n o m ie s  th a t c o u ld  g e n e r a te  th e  r e v e n u e  n e c e s sa ry  to  b in d  lo c a l se rv ic e s .

A s  si a to lo a d e rs  d e b a t e  th e  s u s ta in a b i l i ty  ‘>1 r u ra l  c o m m u n i t i e s ,  th e  L e g i s l a tu r e  
w o u l d  b e n e f i t  f ro m  a c le a r  p i c t u r e  a s  to  th e  c u r r e n t  s t a l e  o f  A la s k a 's  r u r a l  c o m m u n i t i e s .  
I h is  c o n c u r r e n t  r e s o lu t io n  ca lls  o n  th e  L e g is la tu re  to  e s ta b l i s h  a Jo in t  R u ra l  A s s e s s m e n t  
I a s k  Force. T h e  T a s k  F orce , w h ic h  w ill  c o n s is t  of six le g is la to rs ,  o n e  d e s ig n e e  of t h e  
A la s k a  M u n ic ip a l  L e a g u e ,  o n e  d e s ig n e e  o f  th e  h irs t  A la s k a n s  I n s t i tu te ,  a n d  o n e  p u b l i c  
m e m b e r  will h e  c h a r g e d  w i th  c o n d u c t i n g  a n  a s s e s s m e n t  o f  t h e  n e e d s  o f  ru ra l  
c o m m u n i t i e s  a n d  r e p o r t i n g  its f in d in g s  to th e  L e g is la tu re  b y  J a n u a r y  1 5 ,200b.

It is a n t i c ip a t e d  th a t  th e  T a s k  F o rce  w ill  d r a w  o n  th e  w o r k  of s e v e ra l  
o r g a n i z a t i o n s  to c o n d u c t  its a s s e s s m e n t  a n d  d e v e lo p  its  f in d in g s ,  i n c l u d in g  
r e c o m m e n d a t i o n s  m a d e  b y  G o v e r n o r  M u r k o w s k i ' s  R u ra l  I -n e rg y  A c t io n  C o u n c i l ,  th e  
I )ena li  C o m m is s io n 's  F iv e -Y ea r  S t ra te g ic  P lan , a n d  th e  r e p o r t  o n  a c o m m u n i t y  n e e d s  
a s s e s s m e n t  to  b e  c o m p le te d  b y  th e  A la s k a  M u n ic ip a l  L e a g u e  a n d  th e  F irs t  A la s k a n s  
In s t i tu te  b y  S e p t e m b e r  1 ,2005. It is f u r th e r  a n t i c ip a t e d  th a t  th e  T ask  F o rc e  w ill  c o n d u c t  
h e a r i n g s  in t h r e e  to  f ive c o m m u n i t i e s  a c ro s s  A la s k a  to  a s s is t  th e m  in d e v e l o p i n g  th e i r  
1 h id in g s .
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Rural Energy Action Council 
Findings and Action Recommendations for Governor Frank Murkowski

Executive Summary of Actions

REAC believes the following areas offer the best strategies and instruments to 
achieve short term success in lowering the cost of energy in rural Alaska. For 
each, more detailed background, findings and recommendations follow.

For the purposes of this report, short-term is defined as within one year, i.e., 
before April 15, 2006.

1. Fully fund the Power Cost Equalization (PCE) program.
2. Front-load the PCE endowment.
3. Create a bulk fuel operator technical assistance program.
4. Including downstream tanks and pipes into upgrades.
5. Support the creation of regional bulk fuel cooperatives.
6. Enable single and cooperative applicants to receive higher loan limits 

for the bulk fuel revolving loan program.
7. Improve power plant operational efficiencies and remote capabilities.
8. Increase support for alternative energy systems, such as coal, in- 

stream, wind and gas projects.
9. Accelerate renewable energy programs and implement energy 

conservation measures.
10. Continue Low Income Home Energy Assistance Program (LIHEAP) 

funding and programs.
11. Create a new line-item for energy funding for school districts.
12. Suggest ways to get affordable insurance coverage in rural Alaska.

Items of interest that came up during deliberations, but require a longer term, are 
listed:

• Economic study of impacts of high cost of fuel in rural Alaska on net
migration to urban Alaska

• Set up regional energy centers on rural campuses
• Fund feasibility study to examine links with the Railbelt Energy Grid
• Set up a fuel price reporting system for “non-PCE" communities
• Divest the State of rural energy infrastructure
• Transportation and distribution systems.

Page 9
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Rural energy counc i l seeks relief
PR ICES : P ane l ca l ls  c h e ap e r  p ow e r  the  k ey  to econom ic  g row th  in Bush.
By MATT VOLZ 
The Associated Press

(Published: April 21, 2005)

JUNEAU — When the w arm  w ea the r unlocks w in te r's  hold on the 
Yukon R iver, the  f irs t barges o f  sp ring  w ill bring new supplies o f fuel 
to Bush Alaska. That's when the villages w ill feel the effects o f the 
steep increase in gas prices since the  rive r froze last fall.

The price o f fuel in ru ra l A laska can be m ore than tw ice th a t in cities 
a fte r adding the cost o f transpo rta tion , loan Interest, m aintenance 
and o th e r fees.

Those h igh prices have cripp led ru ra l com m unities, say rura l 
law m akers.

"W e've  had m any people In the Legislature since I 've  been here tell 
us tim e  and tim e again th a t ru ra l A laska has to pay its own w ay," 
said Sen. A lbe rt Kookesh, D -Angoon. "And you know what? W e're 
w illinq  to  do tha t. But the f irs t s tep  has to be affordable  energy."

The seven m em bers o f the Rural Energy Action Council say they 
know  w here to s ta rt. The council W ednesday released 12 
recom m endations on how to low er energy costs in rura l Alaska.

State Sen. Albert Kookesh, D- 
Angoon, is pushing for 

affordable energy in the Bush. 
The price for a gallon of gas, 

already going up, is often 
twice as high in villages as it is 

in cities. ( )

" I  know  you understand there  w ill be no econom ic deve lopm ent in ru ra l Alaska unless we have low- 
cost ene rgy ," said council co-cha irm an Nels Anderson Jr. o f D illingham .

M em bers o f tne council, appoin ted by Gov. Frank M urkowski in February, said some o f the 
suggestions could be Im plem ented rig h t away, such as fu lly  funding the state 's pow er cost 
equa liza tion  program  and form ing  cooperatives in ru ra l Alaska to buy fuel In bulk.

"Som e m ay be m ore challeng ing," said council m em ber Edgar B la tchford.

M urkow ski called the recom m endations sound so lu tions to bring down the high cost o f rura l fuel.

Gas th a t costs $2 per gallon in Seattle  can be sold fo r $4.54 per gallon In Bush Alaska once 
tra nsp o rta tio n , operation and m aintenance costs, loan Interest, repa ir and rep lacem ent costs and a 
p ro fit m arg in  are added In, according to the council's report.

Council m em ber Andy Baker o f Kotzebue said o the r th ings tha t d rive  up costs are com m unities 
w ith  bad c red it tha t pay high In terest rates, adding up to an add itiona l 52 cents per gallon. Also, 
Insurance can add up to 35 cents per gallon, he said.

The re p o rt and recom m endations were presented a t a news conference Wednesday attended by

hup:/A vw\v.adn,coni/ncws/alaska/v-Drinler/stnrv/6403l97n-628203le hfrnl
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several law m akers fro m  rura l A laska who gave th e ir suppo rt to the council's find ings.

"My be lie f is th a t if  we can ge t one o f these proposals adopted, one o f these proposals pushed to 
the fin ish  line, we w ill have m ade real p rogress," Kookesh said.

Rep. Reggie Joule, D Kotzebue, called the  recom m endations a lon g -te rm  approach th a t lays the 
g roundw ork  fo r susta inable  com m un ities .

Rep. M ary Kapsner, D -Bethe l, said the re p o rt was a big s tep  in the r ig h t d irection :

" I  hope this is an ind ication  o f the tide  tu rn ing  ... th a t we do need ru ra l energy assistance."

Kapsner said she hopes the pow er cost equa lization program  can receive fu ll fund ing in th is  year's 
leg is la tive  session.

The program  subsidizes pow er ra tes in ru ra l com m un ities  th a t have not received gove rnm en t- 
subsidized pow er p ro jec ts  o r grids.

The s ta te  House has included $18 .7  m illion fo r the program  In its  opera ting  budget proposal for 
nex t year. The rest o f the $21 .5  m illion recom m ended by the  council could com e from  o the r 
m easures, Kapsner said.

Form ing e igh t fuel coopera tives would cost abou t $400 ,000 , according to the council. The 
cooperatives would save m oney - -  from  20 to 70 cents per gallon, Baker said — by buying the fuel 
In large quantities .

M urkowski said pu tting  toge the r those coopera tives could be one o f the m ore im m ed ia te  item s 
from  the  lis t to  be addressed.

O ther recom m endations by the council include:

• Set h ighe r lim its  fo r the  sta te 's  bulk fuel revo lv ing  b a n  p rogram . The cost to Im p lem ent the 
recom m endation  was not known by the council.

• Im p rove  pow er p lant e ffic iency and capabilities, a t a cost o f $2.8  m illion.

• Create a bulk fuel opera to r technica l assistance program , a t a m in im um  cost o f $300 ,000.

• Increase suppo rt fo r a lte rna tive  energy system s, using existing  resources, p riva te  resources at an 
unknow n cost and up to $5 m illion  to insta ll w ind-d iese l system s.

• Speed up renewable energy and conservation program s, a t a m in im um  cost o f $11 m illion  fo r 
e igh t program s.

• Continue energy assistance funding fo r low -incom e hom es, a t a cost up to $250,000.

• Pay fo r energy funding for school d is tric ts , cost unknown.

• In  add ition  to fu lly  funding the pow er cost equalization program , fund the pow er cost equalization 
endow m ent, which would require  $15 m illion  a year fo r seven years.

• Upgrade residentia l fuel storage, tanks and pipes, costing $1 m illion.

hltD.y/www.adn.com/ncws/alaska/v-prinier/storv/6403197n-6282031 j.html 4/21/2005
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• Establish ru ra l energy centers a t the U niversity o f A laska's ru ra l campuses, cost unknow n. 
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Denuli Com m ission 
510 L Street, Suite 410 
Anchorage, AK 9950)

907.271.1414 tel
907.271.1415 fax  

888.480.4321 toll free
WWW.denali.gov

I s sue : D is t re ssed  Community  Criteria 2 004  Update

Date : May 2 0 0 4

B ackg round :
In an effort to ensure Federal funding provided by the Denali Commission is being 
distributed to communities with the most need compared to other areas of Alaska 
and the United States, the Denali Commission adopted a Distressed Community 
Criteria as part of its Code. Concurrently, Congressional intent language, providing 
a mechanism for the Denali Commission to construct community health facilities in 
rural Alaska, directed the Commission to provide funding not to exceed 50% for 
communities not designated as distressed and to provide funding not to exceed 80% 
for communities designated as distressed.

The Commission's Distressed Community Criteria is:
1. Per capita market income no greater than 67% of the U.S.

Average.
2. 150% of the U. S. Average or greater of Poverty Rate.
3. 3 year unemployment rate at 150 percent of the U.S. average or 

greater.

Or have twice the U.S. poverty rate and qualify on one other indicator. 

S u r rog a te  S tanda rd  B ackg round
The last update to the Denali Commission Distressed Community Criteria was in 
2002. The 2002 update used community level data that was collected as part of 
the 2000 Census. This community level Census data which was collected in 
1999-2000 will not be updated until the next decennial census in 2010 and 
therefore is not deemed current for the 2004 update.

Therefore the Denali Commission adopted an alternate method of determining 
community eligibility when community level Census data is not available. This 
alternative method is called the “Surrogate Standard". The Surrogate Standard 
considers additional data and methodology using community level information 
that is available annually from the State of Alaska Department of Labor and 
Workforce Development, Research and Analysis (DOL&WD/R&A). For this 2004 
Distressed Community Criteria update, The DOL&WD/R&A compiled the data 
required to implement the Surrogate Standard and determine community 
classifications.

http://WWW.denali.gov


Distressed Community Criteria
May 2004

pege 2

Su rroga te  S tanda rd  Data S ou rc e s
Three sources of data were used for the 2004 update:

• 2003 Permanent Fund Dividend Application (PFD) - includes applicant’s 
age, social security number, and zip code.

• Calendar year 2002 Unemployment Insurance (Ul) wage records - 
includes wage and earning information reported from all private, state and 
local employers (does not include the federal government).

• Calendar year 2002 Commercial Fisheries Entry Commissions (CFEC) - 
included Total Fish Value for each community.

All 2003 Permanent Fund Dividend (PFD) applicants aged 16 or older in 2002 
were assigned to an Alaska census area/borough and community by zip code of 
place of residence.

PFD data is available only by zip code, so data will not be available for 
communities with a zip code that did not appear on any PFD application or for 
small communities that receive mail through a larger community's zip code. For 
example, PFD data is not available for Atmautluak, Kongiganak, Napaskiak, and 
Newtok because they receive mail through the Bethel zip code. Therefore,
Bethel’s 2004 distressed/non-distressed determination will be used for those 
communities.

Wage information from Ul records was cross-referenced to PFD applicants by 
social security number. Earnings from Ul were calculated by community and 
CFEC 2002 Total Fish Value earnings by community were added to compute 
average market income.

200 4  Update Su r rog a te  S tandard
A community that meets two of the following three surrogate standard criteria is 
considered distressed:

Criteria 1 Average market income is less than $14,872

Average market income = Community Ul Earnings + Community CFEC Earnings
Number Community Residents 16 and Over

$14,872 = Minimum Wage ($7.15/hour x 2,080 hours/year)

Any community with an average market income of less than $14,872 meets this 
criteria.

Criteria 2 More than 70% of residents 16 and over earned less than $14,872 in 
2002.

Percent Residents w/Erngs < than $14,872 = 100x Number Residents w/Erngs < than $14,872
Number Residents 16 and Over
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Any community with more than 70% of its residents earning less than $14,872 in 
2002 meet this criteria.

Criteria 3 Less than 30% of residents 16 and over worked all four quarters of 
2002.

Percent Residents Employed All 4 Qtrs = 100x Number Residents Employed All 4 Qtrs
Number Residents 16 and Over

Any community with less than 30% of its residents employed all four quarters of 
2002 meets this criteria.

Note:
• Fort Wainwright is a military base. Its inclusion on this list is probably a 
quirk in the data series and may not be an accurate indicator of meeting 
the criteria.

• Juneau - Rural (zip code 99850) includes Cube Cove, Excursion Inlet and 
Funter Bay

• Ketchikan - Rural (zip code 99950) includes Neets Bay, Naukati Bay, Port 
Protection, Edna Bay, Whale Pass, and part of Kasaan.

• 2003 data were either incomplete or not available for some communities 
included in the 2002 update. These include Fort Greely, Eielson AFB, US 
Coast Guard stations at Attu Station and Port Clarence, Flat, and Kenaitze 
(ANVSA).

Updates and Appea ls
The data used for determining the Surrogate Standard distressed criteria will be 
updated annually by DOL&WD/R&A.

Any community that believes a classification was determined in error may appeal 
to the Denali Commission Chief of Staff in writing. Communities that wish to 
appeal the Denali Commission’s classification must provide information that 
proves the classification is in error.

Attachments
Attached is:

1. List of Distressed Communities and Non-distressed Communities by 2004 
Surrogate Standard

2. A list of Alaska communities with employment and earnings information 
used to determine their distressed community status

3. Maps by economic region that show locations of communities that meet 
the distressed criteria



D is tre ssed  Com m un it ie s  as Defined by 2004 S u r ro g a te  S tanda rd
The following is a list of communities that meet the surrogate standard for 
distressed communities.

Communities that meet 2004 Distressed Criteria
AKIACHAK
AKIAK
ALAKANUK
ALATNA - see ALLAKAKET 
ALCAN BORDER - see NORTHWAY 
ALEKNAGIK
ALEXANDER CREEK -  POINT MACKENZIE - see ALEXANDER CREEK 
ALEXANDER CREEK (includes BELUGA)
ALLAKAKET 
ANCHOR POINT 
ANDERSON 
ANGOON 
ANVIK
ARCTIC VILLAGE 
BEAVER
BELUGA - see ALEXANDER CREEK
BIG DELTA - see DELTA JUNCTION
BILL MOORE'S - see KOTLIK
BIRCH CREEK - see FORT YUKON
CANTWELL
CENTRAL
CHALKYITSIK
CHASE - see TALKEETNA
CHEFORNAK
CHICKEN
CHILKAT - see HAINES 
CHILKOOT - see HAINES 
CHISTOCHINA - see GAKON 4 
CHITINA 
CIRCLE
CIRCLE HOT SPRINGS - see CENTRAL
CLAM GULCH
COFFMAN COVE
COOPER LANDING
COPPER CENTER
COPPERVILLE - see GLENNALLEN
COVENANT LIFE - see HAINES
CROOKED CREEK
CUBE COVE - see JUNEAURURAL
DELTA JUNCTION
DELTANA - see DELTA JUNCTION
DENALI NATIONAL PARK (McKinley Park in 2002)

Distressed Community Criteria
May 2004
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Communities that meet 2004 Distressed Criteria
DOT LAKE - see DELTA JUNCTION 
DOT LAKE VILLAGE - see DELTA JUNCTION 
DRY CREEK - see DELTA JUNCTION 
EAGLE
EAGLE VILLAGE - see EAGLE
EDNA BAY - see KETCHIKAN RURAL
EEK
EKWOK
ELFIN COVE
ELIM
EXCURSION INLET - see JUNEAU RURAL 
FORT WAINWRIGHT1 
FORT YUKON
GAKONA (includes NABESNA, GULKANA, SLANA)
GAMBELL 
GLENNALLEN 
GOODNEWS BAY 
GRAYLING
GULKANA - see GAKONA
GUSTAVUS
HAINES
HAMILTON - see KOTLIK
HAPPY VALLEY - see ANCHOR POINT, NINILCHIK
HARDING-BIRCH LAKES - see SALCHA
HOLY CROSS
HOOPER BAY
HOPE
HUGHES
HUSLIA
HYDABURG
HYDER
ILIAMNA - see NEWHALEN 
IVANOF BAY - see PERRYVILLE 
JAKOLOF BAY - see SELDOVIA
JUNEAU-RURAL (Includes CUBE COVE, EXCURSION INLET)
KALSKAG
KALTAG
KARLUK
KASAAN - see KETCHIKAN RURAL 
KASIGLUK
KENNY LAKE - see COPPER CENTEP

KETCHIKAN-RURAL (Includes Naukali Bay. Port Proloction, Edna Bay, Whale Pass, and part of Kasaan 
KIPNUK
KLUKWAN - see HAINES 
KOKHANOK - see NEWHALEN
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Communities that meet 2004 Distressed Criteria
KOTLIK
KOYUK
KOYUKUK
KWETHLUK
KWIGILLINGOK
KWINHAGAK - see QUINHAGAK
LAKE LOUISE - see GLENNALLEN
LAKE MINCHUMINA
LEVELOCK
LOWER KALSKAG
LUTAK - see HAINES
MANLEY HOT SPRINGS
MANOKOTAK
MARSHALL
MARY'S IGLOO - see TELLER
MCCARTHY - see GLENNALLEN
MCKINLEY PARK - see DENALI NATIONAL PARK
MEKORYUK
MENDELTNA- see GLENNALLEN
MEYERS CHUCK
MINTO
MOOSE PASS
MOSQUITO LAKE - see HAINES 
MOUNTAIN VILLAGE 
MUD BAY - see HAINES 
NAPAIMUTE - see KALSKAG 
NAPAKIAK
NAUKATI BAY - see KETCHIKANRURAL 
NELCHINA - see GLENNALLEN 
NEW ALLAKAKET - see ALLAKAKET 
NEW STUYAHOK
NEWHALEN (includes ILIAMNA. KOKHANOK) 
NIGHTMUTE
NIKOLAEVSK - see ANCHOR POINT
NIKOUM
NIKOLSKI
NINILCHIK
NONDALTON
NORTHWAY
NORTHWAY JUNCTION - see NORTHWAY 
NORTHWAY VILLAGE - see NORTHWAY 
NULATO
NUNAM /QUA * see SHELDON POINT(NUNAM /QUA)
NUNAPITCHUK
OHOGAMIUT - see MARSHALL
OLD HARBOR
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Communities that meet 2004 Distressed Criteria 
OUZINKIE
PAIMIUT- see HOOPER BAY 
PAXSON - see DELTA JUNCTION 
PELICAN 
PERRYVILLE
PETERSVILLE - see TRAPPER CREEK 
PILOT STATION 
PLATINUM 
POINT BAKER
POPE-VANNOY LANDING - see NEWHALEN 
PORT ALEXANDER 
PORTALSWORTH 
PORT LIONS
PORT PROTECTION - see KETCHIKANRURAL
QUINHAGAK
RAMPART
RED DEVIL
RUBY
RUSSIAN MISSION
SALCHA
SAVOONGA
SCAMMON BAY
SELAWIK
SELDOVIA
SELDOVIA VILLAGE - see SELDOVIA
SHAGELUK
SHELDON POINT
SILVER SPRINGS - see GLENNALLEN, COFFER CENTER
SKWENTNA
SLANA-see GAKONA
SLEETMUTE
SOUTH NAKNEK
STEBBINS
STEVENS VILLAGE
SUNRISE-see HOPE
TALKEETNA
TANACROSS
TATITLEK
TAZLINA - see COPPER CENTER. GLENNALLEN 
TELLER
TENAKEE SPRINGS
TETLIN
THORNE BAY
TOGIAK
TOKSOOK BAY
TOLSONA - see GLENNALLEN
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Communities that meet 2004 Distressed Criteria
TONSINA - see COPPER CENTER
TRAPPER CREEK
TULUKSAK
TUNTUTULIAK
TUNUNAK
TYONEK
UPPER KALSKAG - see KALSKAG 
VENETIE
WHALE PASS - see KETCHIKAN RURAL
WHITE MOUNTAIN
WILLOW
WILLOW CREEK - see COPPER CENTER 
Y - see TALKEETNA , WILLOW

'Fort Wainwright is a military base. Its inclusion on this list is probably a quirk in the data series and may 
not be an accurate indicator that Fort Wainwright meets the criteria.
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Chevak village skips payments; several residents lose power
PARTIAL OUTAGE: M ore than $ 1 0 0 ,0 0 0  in e lectric  bills prom pts  u ti l i ty  to pull plug on 
severa l hom es.

By JOEL GAY 
Anchorage D aily News

(P ublished: F ebruary 4, 2 0 0 5 )
O'flmj K1U* J  . .
.V - I j -  y .  I k jU m  •<

Detailing a long record o f inept m anagem ent, s ta te  officials say the 
W estern Alaska v illage o f Chevak has tum bled  deep into debt, 
including sp ira ling e lectric  bills tha t to ta l m ore than $100,000.

The e lectric  u tility  responded to the ris ing unpaid bill Wednesday by 
shu tting  o ff pow er to  a dozen homes.
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Though m ost o f the v illage o f 900 still has e lec tric ity , Mayor W illiam  ()
Vaudrin and o th e r c ity  o ffic ia ls elected last fall are scram bling to find --------------------------------
a way o u t o f C hevak’s financial hole. C tate  o ffic ia ls say the village
owes $500 ,000  o r m ore in back taxes and bills. Click on photo to enlarge

"W e’re try ing  to do what we can," V audrin  said. "B u t w ith  no adm in is tra to r and no one to guide us, 
we don ’t know who to tu rn  to. We’re ca lling all our cred itors and apolog iz ing, try ing  to  get things 
s tra ightened o u t."

I t ’s no t uncom m on fo r sm all ru ra l com m unities to fall behmo on th e ir financia l ob liga tions, though 
rare ly do they fall as qu ick ly  or as fa r as Chevak has, said Scott Ruby o f the  s ta te  D ivision o f 
C om m unity Advocacy.

But Chevak’s s itua tion  o ffe rs  ins ight in to  the challenges of govern ing a v illage where costs are 
high, revenues are low, s ta te  and federa l overs igh t is m in im al, and a few  fam ilies can dom inate 
decis ion-m aking, Ruby said.

" I ’d say m ost rura l com m unities  are s trugg ling  w ith  a lot o f these same issues," he said.

Chevak is a Cup’ik Eskimo subsistence hunting and fishing com m un ity  about 17 m iles inland from  
the Bering Sea coast, one o f the la rgest villages on the  Yukon-Kuskokw im  Delta.

The c ity  em ploys about 20 people. Two years ago its budget was about $280 ,000  a year, Ruby 
said.

His agency offers financial and m anagem ent advice to  villages like Chevak, w ith  expensive new 
w ater and sewer system s tha t requ ire  steady tend ing  to ensure longev ity . Ins ta lla tion  of the 
village 's $26 m illion san ita tion  system  was com pleted about two years ago.

Chevak had s trugg led financia lly  in the  la te  1990s, then got its act toge the r, said Mike Black, head 
o f the d iv is ion . Four or five years ago, it was a m odel o f financial health , he said.

Then th ings started  going dow nh ill. Reports stopped com ing. Requests fo r budgets and audits were
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ignored. When the d ivision sent specialists to the village, they found . atta in Chevak residents 
a id n 't have to pay the ir bills, he said.

"For a long tim e we've been advis ing  the c ity  it needed to be doing th ings d iffe ren tly  regarding 
finances," Black said. "That advice fell on deaf ears, for various reasons. They told us to take a 
h ike ."

Ruby watched the s itua tion  de te rio ra te  as the adm in is tra tion  changed hands in 2002, he said. A 
Chevak resident was hired as c ity  adm in is tra to r, but the  m ayor w anted to replace him w ith in  a 
year, Ruby said.

When the city council refused to  hire a rep lacem ent, the  m ayor qu it. He was replaced by the vice 
m ayor -- who was the  adm in is tra to r's  b ro the r, Ruby said.

"We see tha t quite  o ften ," he said. "In  sm all com m unities it's  very easy fo r one fam ily  to take over 
and contro l th ings." I t  can w o rk  c u t well o r poorly , and som etim es the fam ily  w ill include both 
exce llen t em ployees and slackers, he said.

During tha t period, Chevak's finances s tarted  slipp ing. I t  stopped paying IRS payroll taxes in 2002, 
Ruby said. Between back taxes, penalties and in terest, the c ity  now owes $200,000  o r more, he 
said.

The village also owes the s ta te  D epartm ent o f Labor $15 ,000  o r m ore, Ruby said, and is having a 
hard tim e paying its em ployees on tim e.

C ity o ffic ia ls applied fo r a lo w -in te re s t s ta te  loan to  purchase $145,000  w orth  o f fuel th is sum m er, 
i he fuel was delivered. But when the c ity  cou ldn 't pay 10 percent o f the cost, the state refused to 
com plete the loan, leaving the  fuel compo y unpaid.

The c ity  fe 'l behind in its e lec tric  b ills m ore than a year ago, said Meera Kohler o f th Alaska Village 
Electric Cooperative. The co-op, which includes more than  50 villages, carried Chevak's share as it 
swelled to more than $100,000.

Half the overdue b ill came from  a single m e te r a t Chevak's old school. A fte r a new $29 m illion 
school was com pleted two years ago, the c ity  inherited the old fac ility , plus all the teachers' 
housing, which it began ren ting  out.

Joe Sym bol was among the tenants , m oving in to  a tw o-bedroom  apa rtm e n t in the  com plex w ith  his 
w ife and three ch ildren. At $550 a m onth, including heat, electric, w a te r and sewer, it seemed like 
a good deal, he said.

But a year ago, the oil heat w en t out, and tenants  had to provide th e ir own sm all oil heaters or 
e lectric space heaters, Sym bol said. Last fa ll, the w a ter and sewer service was shut o ff because 
pipes started  freezing.

"Each tim e there was a drop in the  service, they dropped the ren t," Sym bol sa id. In December, he 
and the  rem ain ing tenants s ta rted  ge tting  notices from  AVEC tha t the pow er would be shut o ff 
because the bills w eren 't paid.

Rat .er than disconnect the w ho le  c ity . AVEC chose to shut down only the service to the old school, 
which cost the c ity  $5,000 a m on th .

AVEC issued a series o f sh u t-o ff w arn ings s ta rting  at 30 days,
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"D isconnection is a lw ays a last reso rt," Kohler said, "bu t in a s itua tion  like this, you've got to do 
som eth ing ."

W ednesday, a linem an flipped the sw itch. W hile m ost o f the c ity s till has power, the outage was a 
double w ham m y fo r Sym bol. W ith  no o the r place to go, he moved his fam ily  in to his business, the 
Hillside G rill. Now it 's  too crowded to cook in, he said.

"In  one day I lost m y home and m y business," Sym bol said.

He's not happy tha t AVEC shu t o ff the power, bu t he's furious w ith  the c ity . Rental money thac 
should have paid the e lectric  b ill was spent elsewhere, he said. The c ity  also failed to make good on 
its prom ise to buy s tove  oil a fte r so lic iting m oney from  the tenants, Sym bol said.

Throughou t the last year, "The c ity  would tell us not to w o rry , w e've g o t th is under con tro l," he 
said. "W e've been lied to constan tly , over and over."

Ruby agreed the  c ity  has been m ism anaged. "W hether it gets in to  the realm  o f malfeasance or
c rim ina lity  is a question  the cu rre n t c ity  council is looking in to. They to ld  us if  they find enough
evidence fo r crim ina l charges, the y 'll file them ."

One exp lana tion  fo r the  c ity 's  ou t-o f-ba lance  books m ay be tha t Chevak's income has tum bled in 
the last few  years. A bou t 20 percent o f its revenue once cam e from  pu ll-tabs and bingo receipts, 
"n e  city los t its gam ing  license a fte r fa iling to  send in the proper reports , Ruby said.

And like all o the r A laska m un ic ipa lities , Chevak lost tens o f thousand o f dollars in revenue sharing 
as the s ta te  e lim ina ted  those program s.

"W here did all th is  m oney go ," Ruby asked. "That's  the big question ."

Contrary to  rum ors floa ting  around Chevak, the Alaska S tate  Troopers are not investigating the 
fo rm er a dm in is tra tio n , spokesm an Gr g W ilkinson said.

City vo ters cleaned house In the O ctober e lections. Vaudrin was pa rt o f a new slate and in m id- 
January was selected m ayor by the council.

"We had heard h o rro r s to ries" about the c ity 's  finances, he said. "We w anted to ge t things 
stra igh tened out and see w hat we could do."

Vaudrin was re luc tan t to  de ta il the problem s uncovered so far, in part because hr and o ther council 
mem bers are s till exp loring  financia l records th a t had been denied them . The fo rm er adm in is tra to r 
has been suspended, he said.

C lim bing o u t o f debt w ill be a challenge, Ruby said. I t  m ay require the  c ity  to cu t back on services 
such as police and to lay o ff em ployees. User fees may have to  rise, and the c ity  m ay have to shut 
down the old school and its expensive e lectric  service.

City o ffic ia ls  have considered asking the Chevak triba l council to take  over the w ater and sewer 
system . Resuming bingo and pu ll-tabs could be on im po rtan t source o f revenue, he said.

"I th ink  they m igh t be able to do it ,"  Ruby said. " I t ’s a litt le  b igger debt load than o the r 
com m unities have faced, bu t I don 't th ink it's  insu rm oun tab le ."

Daily News repo rte r Joel Gay can be reached a t jgay(aiadn.com  or a t 257 -4310 .
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K e v in  R i t c h i e

From: Kevin Smith [kevins@amljia.org]

Sent: Monday, December 22, 2003 8:16 AM

To: Terri McFarland: Tammy White; Rick Gifford; Kevin Ritchie; Karl Short; Joe Evans; Jerome Selby;
Betty Glick; Clement Richards

Cc: Venus Zink; Kevin Ritchie; Betty Jo Svensson; Annie Mcllvain; Sarah Gilbertson

Subject: Budget crunch burdens villages

http://www.adn.com/front/story/4 541566p-4516702c.html

Here’s an interesting article from yesterday's paper. Times are tough. Happy Holidays. Kevin
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Budget crunch burdens villages
CUTS: Slashed s ta te  aid leaves sm all to w n s  facing financial  
stra its .

By JOEL GAY 
Anchorage Daily News

(P ublished: D e c em b er  2 1 , 2 0 0 3 )

Anchorage isn't the only community 
struggling to fill the hole in its budget after 
Gov. Frank Murkowski and the Alaska 
Legislature axed state aid to cities and 
boroughs earlier this year.

E M P L O V f l & f o sarccrc
Top Jobs

V i r w  a | l  2 0  T o p  J o b s  O  

G o  t o _ E m p l o y m c n t  O  

D a i ly  N e w s  job  o p e n i n g s  O
They're dousing the streetlights in Huslia 
and laying off cops in Hooper Bay. Taxes 
may triple in White Mountain, while
Coffman Cove can’t pay Its insurance bill. And more than one village could 
merge its municipal operations with the local Native tribe.

These are tough times for the state's smallest communities, said Larsen King, 
mayor of Me koryuk, a community of 200 on Numvak Island. In villages 
where jobs are scarce and expenses are high, the state grants of $25,000 to 
$50,000 kept the city office open and the bills paid, he said.

The already rocky financial footing of rural Alaska villages has dramatically 
worsened, said King and other community leaders.
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"How does anyone expect the little places to survive?" he asked.

The state has been providing grants to cities and boroughs since statehood, 
according to Bill Rolfzen of the state Division of Community Advocacy. The 
grant programs evolved and expanded as Alaska developed, and by 1985 the 
two main programs, Municipal Revenue Sharing and Safe Communities, paid 
out more than $160 million.

Although Safe Communities grants were restricted to police, Fire, emergency 
services or sanitation, Revenue Sharing could be spent on almost anything. 
That was the beauty of the program, Rolfzen said. The money might buy a 
winter's worth of diesel in one village and a year's worth of workers' 
compensation in another, he said.

Nearly 20 years of budget cuts eroded the two programs to $25 million last 
year. But even that was more than Murkowski wanted, and he vetoed 
funding for both and for a third program that funded capital projects.

" I t  is clear to me," Murkowski wrote to the communities, "that Alaska's Fiscal 
situation requires us all to make the tough choices. ... We must take 
responsibility for prioritizing what our governments can do based on what we 
can afford."

Murkowski gave the municipalities a one-year reprieve, splitting $15 million 
in federal funds among them. But for the fiscal year that begins next July, 
they're on their own. Throughout Alaska this winter, city administrators and 
councils are coming to grips with the looming shortfall.

Some officials are optimistic.

"We'll just have to start tightening our belts and watch where our money 
goes," said Linda Getz, city clerk in Ouzinkie, a coastal village of 200 near 
Kodiak.

It  will mean making do with old equipment, scrimping on paper clips and 
saving this year's grant, she said. The city hasn't even talked about raising 
tax is. But Ouzinkie will survive she said. "I think we can do it."

Other administrators fear the effect on their cities but are resigned to it.

"When you don't have the money, you don't have the money," said Pete 
Platten, city manager in Tanana.

The cuts to rural communities were shortsighted, Platten said, because rural 
Alaska spends its money in the cities.

"Once they kill the Bush, they have no customers out here," he said. If 
vil!ag?s shutdown, "all that money is not going to Fairbanks anymore.”

Rural communities are less able to cope than their urban cousins, said 
Raphael Murran, city manager in Hooper Bay. The village of 1,100 on the 
bering Sea coast has cut several city positions, including one police officer, 
and city employees have taken pay cuts.

But raising revenues will be difficult in Hooper Bay, Murran said. Tne city has 
a 4 percent sales tax, but increasing It won't yield much more. "Wc don't 
have that much economy."
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And the city can't charge property tax because there is no private property, 
Murran explained. As In most rural villages, the land is owned by the village 
Native corporation or the federal government, which provides a small 
payment in lieu of taxes, or PILT.

During better times, the Yukon River village of Ruby built up a city savings 
account, said Mayor Donald Honea Sr., "but we’ve almost completely wiped 
the thing out now."

Ruby has reduced employee hours and city services, and now there's little 
left to cut, Honea said. I t  can no longer afford a public safety officer and may 
have to turn off the streetlights. Volunteers staff city hall, and the teen 
center remains closed unless an adult offers to open it for a night or two.

"We can't hire people to do a lot of the work we had before, like plowing 
snow," he said. "This year if we get a heavy snow, we have the guy do it 
when he can." Because the roads a an't getting plowed, Honea is nervous 
about house fires. "You’d have a hard time getting to the houses," he said.

The city has no sales tax, and just 200 residents to pay it if the council 
decides a tax would help.

"Like all the small villages, there's no employment and there's no revenue 
coming in, so it's pretty hard," Honea said. Commercial salmon fishing has 
been poor for years, and firefighting wages have declined. "The only thing is 
the (Permanent Fund) dividend, and a lot of people use it to catch up with 
their light bills."

But Ruby isn't throwing in fee towel, Honea said.

"We'll continue to exist. We've existed before when times were tough. We’re 
just going to have to cut what we had before," he said, perhaps returning to 
the kind of village it was before streetlights and running water.

They're also at a crossroads in small villages like Ouzinkie, White Mountain, 
Koyuk and Kiana, municipal officials there said, Losing the state grants will 
force crucial decisions that affect their communities' survival, they said.

"Insurance -* that's the scary thing. It's pretty well mandated," said city 
administrator Judy Willis of Coffman Cove, a former logging camp In 
Southeast. "Do you run the risk of not having insurance?"

Small communities are In a tough spot, acknowledged Mike Black, community 
development chief for the Department of Community and Economic 
Development. State and federal agencies that have poured millions of dollars 
into water plants or health clinics want those facilities insured, he said.

"But when you’re the mayor or council, you're going to have to make 
decisions based on what you think your residents will support," Black said. 
"Insurance is one of those costs Hiet doesn't immediately provide the local 
residents a demonstrated product. It's not like buying another policeman."

Many small communities operate their own water, sower or electric utilities, 
and customers pay for the plant operations. But state municipal grants often 
paid for the clerks who did the billing.

"That's what pays my salary," said Dorothy Barr, city administrator in White 
Mountain, a village near Nome. She also writes grants, which have provided
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services to White Mountain residents, such as a part-time librarian.

Her village voted down an increase to the 1 percent sales tax, and utility 
rates are as high as they can go, Barr said. She and other city employees 
have cut their hours.

"Right now we're looking at taxing pull-tabs and bingo winnings," she said. 
"We have to try to find different revenues."

State officials empathize with the ailing villages, but have little to offer 
except advice, said Rolfzen, with the state. Cities that can't afford to operate 
have few choices, he said. They can formally dissolve their municipal 
government, as several villages did as a statement of Native sovereignty in 
the 1980s or simply close the doors and stop functioning.

With the loss of municipal grants, Rolfzen said, "We might see a little of both, 
or a lot of both."

But some communities, including Mekoryuk, are considering a third option — 
retaining the city government, but turning over the administration to the 
local tribe.

I t  may offer the best of both worlds, said Hultman Kiokun, administrator of 
the Native Village of Mekoryuk. The city can levy a sales tax — It's 2 percent 
now -- and apply for grants available only to incorporated cities, while the 
tribe can tap federa' resources.

"Ha\ ,ng two governments in one small village, there's a lot of funds being 
wasted. We can eliminate those, and use that money for where it ’s needed 
most in the village," Kiokun said. "We need to make the best use of what 
little  is coming to our village."

Mekoryuk's city and tribe are still negotiating, Kiokun said. The tribe doesn't 
want city liabilities to drag it down, he said, and may consider dropping 
money-losing services like cable television.

Nevertheless, the potential merger makes him more optimistic about 
Mekoryuk's future.

"It's  got to change," Kiokun said. "The leaders have to understand that 
unless we make this change we're going to be stuck with the past, and 
possibly lose the services we have now."

Mekoryuk Mayor King agrees that a merger is likely, but Isn't happy about it. 
He blames the village's poor financial condition on the "goody do-gooders" 
who brought water and sewer and other services to rural Alaska.

"These people bring these good things, but don't throw in operating and 
maintenance costs," King said. "There's no way the municipalities can su'-vive 
If they cut revenue sharing off. If we raise funds like other little villages, with 
(bingo anu pull-tab) gaming, we'll just exploit ourselves and make our 
community poorer and poorer."

Kiana and Koyukuk are also considering city/tribe mergers, and more villages 
could follow now that municipal funding is gone, said Anthony Caole, a 
former Quinhagak city and tribal administrator who is now an Anchorage 
consultant.
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The merger "is not an ideal arrangement," Caole said. It will create an 
unwieldy council o f 10 to 14 members working in a gray area that is both city 
and tribe.

"The ideal would be one form of government," he said. "It's just that nobody 
knows what that looks like."

And a merger is not for every community, he said. Some tribes may be 
reluctant to merge with their local municipality. Cities bring little to the 
bargaining table except sales tax powers, and many tribes are already 
overwhelmed with work, he said.

In addition, the future of tribal funding is uncertain. Sen. Ted Stevens has 
said it is increasingly difficult to secure funding for Alaska's 229 federally 
recognized tribes and has proposed they consider some form of 
consolidation.

In the meantime, the mergers may be the best option for foundering 
municipal governments, Caole said, though he doesn't see why it's 
necessary.

"I jus t can't imagine the state not providing resources to keep their sister 
governments alive," he said.

State officials are sympathetic to the plight of Mekoryuk, Ouzinkie and other 
sma;l municipalities. But like the state, they’ll have to find their own ways of 
balancing local needs and revenues, said Edgar Blatchford, commissioner of 
community and economic development. I f  that means dissolving their 
government because they can't afford it, "that's their decision," he said.

The Murkowski administration believes rural communities' fate lies with basic 
economics, Blatchford said. "If there's an economic base that local people can 
seize, there's hope for the future."

But where the only income is state and federal grants, the future looks ble. k, 
Blatchford said.

"Sad to say," he said, "these are very challenging times for Alaska."

Daily News reporter Joel Gay can be reached a t jgayttiacln.com or a t 257- 
‘1310.
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Tenakee eyes solutions to its fiscal crisis

Loss of revenue sharing means trouble for dozen small towns

It's no t  n e w s  to residents that T enakee  Springs has had  som e financial 
p rob lem s. B u t Shelly W ilson, m ayor o f  the town o f  150 people, said she was 
frigh tened  w hen  she realized how  serious the prob lem s are.

W hen G ov . Frank M urkow ski s topped sharing revenues with local 
governm en ts  in 2004, T enakee  Springs lost 540 ,000  a year. It is facing a 
S25,000 deficit. T he  city  is applying for a 550 ,000  loan.

The T e n a k ee  Springs C ity  Council has proposed selling som e city  land to 
increase revenues and expects  to put the issue on the ballot w ith in  the next 
two m on ths .  Council m em bers  also contem plated increasing the sales tax 
from 1 percen t to 2 percent.

For the first time, the city  might im pose  a p roperty  tax.

"These are som e short-term  solutions," W ilson said. "W e look forward to 
receiv ing  som e funding from  the state."

The C h ic h a g o f  Island town is not alone.

A ccord ing  to the Alaska M unic ipa l  League, 14 sm all towns have contacted  
the s ta te  abou t formal d issolution or entered into an agreem ent w ith  a tribe to 
resum e city  responsibilities - o r  s :m ply have not held  local elections. T w en ty  
towns have  had their insurance canceled for lack o f  paym ent.

A n A laska  M unicipal L eague  report said the crises result from m ass ive  state 
cuts to c ities  at a tim e o f  sky rocke ting  local cos ts  a n d  econom ic dow ntow n. 
In 2004, A laska  becam e one o f  a handful o f  s tates that e liminated its local 
governm ent rcvcnucs-sharing program s.

"All the com m unities  race the sam e  problem s,"  said  K evin  Ritchie, executive 
d irec tor o f  A laska  M unic ipal L eague. "But the sm alles t  com m unities , which 
have the sm allest tax bases, have  the biggest p rob lem s."

Click here to re tu rn  to the o rio ina l s tory

Becky' Multberg, spokesw om an  for the governor, sa id  M urkow ski s topped  the 
local governm ent revenue-sharing  program  because  he doesn't believe it is 
the s la te 's  responsibility  to g ive  block grants to local governm ents.
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B u t H u ltberg  said w hen  local governm ents experience  the difficulties such as 
the rise o f  the  fuel and the increase o f  the pub lic  em ploym ent retirement 
system , the state has a role in giving the com m unity  some tem porary  help.

In this session, M urkow ski proposed  giving $6.5 m illion  to tow ns with 
populations  o f  few er than 1,200 to help them deal w ith  the rise in fuel prices. 
T ow ns  with populations betw een 100 and 600, such  as T enakee  Springs, can  
receive  $50,000. T he  governor also proposed to offer $37.5 m illion  for cities 
and 577  m illion  for school districts in the next two years to he lp  them pay  fo r  
the pub lic  em ploym en t retirement system.

"This is not ongoing  funding. This  is only tem porary  help," Hultberg  stressed.

A n d  that is exactly  the problem , Ritchie said.

"Cities are part o f  the governm ent," Ritchie said . "The Legisla ture  is 
responsib le  lor all the state to have some public  services. R evenue-s. aring is 
the  m ost efficient way."

W ilson  said she hopes the A laska  Legislature w ould  approve tire small city 
fuel assistance p rogram  as soon as possible.

"I will ju s t  p ray  w e can bold that long," W ilson  said. "I know  it is ju s t  a o n e ­
tim e deal, though."

• I-Clrun C he  can be reached at ichun .che@ iuneauem pire .com .
Click  here to return  to story:
h ttp ://w w w . juneaucm pire.com /stories/021505/sta_200502I5001 .shtnrl
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Ten com m un ities  drop c ity  insurance

Municipal League anticipates another dozen to follow

Decem ber 2, 2004

By TIMOTHYINKLEBARGER  
JUNEAU EMPIRE

Ten small communities across the state have recently discontinued the ir 
municipal insurance due to a decline in assistance from the state and 
rising insurance and fuel costs.

Another dozen could follow w ith in  the next few months, according to 
Kevin Smith, executive d irector of the Alaska Municipal League Joint 
Insurance Association.

Smith would not release the names o f the com m unities affected, but the 
league confirmed tha t Juneau is not one o f the 10 cities. Juneau expects 
to pay roughly $12 m illion in various forms o f insurance in 2005, 
according to Juneau Finance D irector Craig Duncan.

The league’s Insurance program  covers w orkers ’ compensation, natural 
disasters, th ird-party in ju ry liab ility  and o ther costs for about 134 Alaska 
cities, boroughs and school d istricts.

Gov. Frank Murkowski vetoed $22 million in municipal revenue sharing 
last year, which had helped many communities pay insurance costs in the 
past. Combined with the rising costs of fuel, the cuts have made it 
impossible for some cities to continue paying.

"In  the past when they could count on a m unicipal assistance and 
revenue-sharing check, we'd carry th e m  until the shite checks were cu t," 
Smith said. "They can't pledge zero, so I can 't carrv them. We curried 
them as long as we could and fi ally had to pull the plug."

In an effort to offset the cuts, Murkowski sent $15 million to cities that 
same year in one-tim e federal money from President Bush's Jobs and 
Growth Tax Relief Act, w ith m in im um  paym ents o f $40,000 going to 
sm aller communities.

This year Murkowski is asking the Legislature to approve $6.8 m illion In 
aid for about 125 small, rural communities. The program would provide
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$25,000 for communities w ith  fewer than 100 residents, $50,000 for 
those w ith 100 to 500 residents and $75,000 for those with 500 to 1,200 
residents. The program is Intended to offset rising fuel costs.

"These communities have experienced higher energy costs than the rest 
of Alaska and they have no tax base and insufficient commerce to support 
a sales tax," Murkowski said in a statem ent released in October.

But it is unlikely that the revenue-sharing program will be re instated this 
year as it existed before the cuts, said Becky Hultberg, a Murkowski 
spokeswoman.

"Things are still open," she said. "We ore still considering a lternatives.
The state this year will have some very Important priorities, education 
being one of them. I t  is unlikely tha t insurance for cities would rise to 
tha t level. But the governor has recognized the needs of some o f the 
smaller communities due to the disproportionately high cost o f fuel and is 
making an e ffo rt to address those needs."

The Alaska Municipal League has made the reinstatement o f some form of 
revenue sharing for cities its top prio rity this legislative session, which 
begins in January, according to program and policy coordinator Kathie 
Wasserman.

Wasserman, the form er m ayor of the Southeast coastal com m unity of 
Pelican, said some com m unities drop their insurance before cutting o ther 
costs because citizens often are not informed.

"The mayor and councilmen have to react to the ir com m unities," she 
said. " I f  the roads aren 't plowed, you'll get calls every day. They're not 
going to call you about the lack of Insurance because It's not going to 
touch them ."

In  urance costs have increased substantially, according to Mike Black, 
director o f the state's Division o f Community Advocacy, who also said the 
loss of insurance is often not visible to the public.

He said communities w ithout insurance would have to appeal co the 
Legislature, Alaska's congressional delegation or some other state or 
federal agency for assistance. Black said he's advised com m unities w ith 
municipal employees to m aintain the ir workers' compensatio . insurance 
policies because Injured workers can sue the city, resulting in large court 
settlements.

"It 's  required under state law that an employer have workers' 
compensation insurance," he said. "We tell them that's something you 
have to retain."

• Timothy Inklebarger can be reached at 
t Imo t hy.lnkl ebarger@)un eauemp [re .com .
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T en sm all A laska com m un ities  d ro p  city in su ra n ce

JU N EA U  (AP) — T en  sm a ll A laska com m unities  have d isc o n tin u e d  th e ir  m un ic ipa l in su ran ce  because of 
dec lin ing  a ss is ta n c e  from  th e  s ta te  and  ris in g  in su ran c e  an d  fuel costs.

A n o th er dozen co u ld  fo llow  w ith in  th e  next few  m o n th s , sa id  Kevin S m ith , executive d irec to r o f  the Alaska 
M unicipal League J o in t  In su ra n c e  A ssociation.

S m ith  w ould n o t re lease  th e  n am es  of the co m m u n ities  affected , h u t th e  league co n firm ed  th a t Ju n e a u  is 
n o t one o f  the  10 cities.

H ie league 's in su ran c e  p ro g ra m  covers w o rk e rs ’ co m p en sa tio n , n a tu ra l d isa s te rs , th ird -p a rty  in ju ry  
liability  an d  o th e r  costs fo r  a b o u t 134 A laska cities, b o ro u g h s an d  school d is tric ts .

Gov. F rank  M urkow ski v e to ed  $22 m illion in  m un ic ipa l revenue sh a rin g  la st y ea r  th a t had  he lped  m any 
co m m u n ities  p ay  in su ra n c e  costs . C om bined  w ith  the  ris in g  costs o f  fuel, th e  cu ts  have m ade it im possib le 
fo r som e cities to  c o n tin u e  pay ing .

" In  the p as t w h en  th ey  c o u ld  c o u n t on  a m un ic ipa l ass is tan ce  a n d  rev e n u e -sh a rin g  check, w e'd  carry  th rm  
u n til the s ta te  checks w ere  c u t,"  S m ith  sa id . "T hey  c a n 't p ledge zcru , so  I ca n 't ca rry  th e m . W e carried  
th e m  as long  as w e cou ld  an d  finally  h ad  to  pu ll th e  p lug ."

In  an effort to  o ffse t th e  cu ts , M urkow ski s e n t S 15 m illion  to  cities th a t s a in c y e a r  in o n e-tim e  federal 
m oney  from  P re s id en t B u sh ’s J o b s  an d  G row th  Tax R elief Act, w ith  m in im u m  p ay m en ts  of $ 40,000 going 
to  sm a lle r  co m m u n ities .

T h is year M urkow ski is ask in g  th e  L egislature to  ap p ro v e  $ 6.8 m illion  in  a id  fo r ab o u t 125 sm all, ru ra l 
co m m u n ities .

T h e  p rog ram  w ou ld  p ro v id e  $ 25,000 for co m m u n itie s  w ith  few er th a n  100 re s id e n ts , $ 50,000 for those 
w ith  to o  to  500 re s id e n ts  a n d  $ 75,000 for th o se  w ith  500 to  1,200 re s id e n ts . T h e  p ro g ram  is in te n d ed  to  
offset r ising  fuel costs .

B ut it is un likely  th a t th e  re v e n u e -sh a rin g  p ro g ra m  will be re in s ta te d  th is  y ea r as it ex isted  before the cu ts, 
sa id  llecky H u ltb e rg , a M u rk o w sk i; pokcsw om an .

"T ilings a re  still o p en ,"  s h e  sa id . "W e a rc  still co n s id erin g  a lte rn a tiv es . T h e  s ta te  t ' ' *ar will have som e 
very im p o rta n t p rio ritie s , e d u c a tio n  being o n e  o f  th em . It is un likely  th a t  in su ran c e  . .v  cities w ould rise  to  
th a t level. But th e  g o v e rn o r  has  recognized th e  n ee d s  o f  so m e  o f the  sm a lle r  co m m u n itie s  due to  the 
d isp ro p o rtio n a te ly  high co s t o f  fuel a n d  is m a k in g  an  effo rt to  ad d re ss  th o se  n e e d s ."

T h e  m unicipal league lias m a d e  th e  re in s ta te m e n t o f  so m e  form  o f rev e n u e  sh a rin g  fo r c ities its top 
p rio rity  th is  leg isla tive session, w hich beg in s in  Ja n u a ry , acco rd in g  to  p ro g ram  a n d  policy coordinator 
K ulhic W asse rm an .

In su ran ce  costs h av e  in c re a se d  su b stan tia lly , a c co td m g  to  Mike Black, d ire c to r  o f the s ta te 's  D ivision of 
C om m unity  Advocacy.
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C om m unities w ithou t in su ran c e  w ould  have  to  ap p ea l to  the L eg isla tu re , A laska’s cong ressional 
delega tion  o r  som e o th e r  s ta te  o r federal agency  for assistance , a c co rd in g  to  Black. H e sa id  he has advised  
com m unities  w ith  m un ic ipa l em ployees to  m a in ta in  th e ir  w o rk e rs ' co m p en sa tio n  in su ra n c e  policies 
because  in ju red  w orkers can  su e  the  city, re su ltin g  in  la rge  co u rt se ttle m en ts .

" I t’s req u ired  u n d e r  s ta te  law  th a t  an  em p lo y er h ave w orkers’ c o m p en sa tio n  in su ra n c e ,” h e  sa id . "W e tell 
th e m  th a t’s so m e th in g  you have  to  re ta in ."
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Fairbanks Daily News-Miner

10 Alaska communities forgo insurance

F r id a y ,  D e c e m b e r  03, 2004 - Staff a n d  Wirr R eports

J U N E A U - T e n  small  A la sk a  c o m m u n i t i e s  h avo  d iscon tinued  their m unicipal in su ra n ce  b e c a u s e  o f  declining a s s i s t a n c e  from 
the  s l a te  a n d  rising in s u ra n c e  a n d  fuel cos ts .

A n o th e r  do2e n  could follow within th e  nex t  few m onths ,  sa id  Kevin Smith,  e x ec u t iv e  d irector uf th e  A laska  Municipal L e a g u e  
Jo in t  In su ran ce  A ssocia t ion .

Sm ith  would no t  r e le a s e  the  n a m e s  o f  th e  com m unit ie s  affec ted .

S o m e w h a t  ironically, the  city of F a i rb a n k s  jus t  s ta r ted  p u rc h as in g  in su ra n c e  th rough  the  municipal l e a g u e  In July a s  a  m e a n s  
of sav in g  m oney .

T he  city w a s  se l f - in su red  previously  a n d  w a s  able  to s a v e  m o n e y  by p u rc h as in g  i n su ra n c e  a s  part  of  the  larger group ,  sa id  
F a irbanks  Mayor S t e v e  T h o m p s o n .  "By going to g e th e r  in a  pool with m o re  p e o p le  y o u  c a n  k e e p  r a ' e s  down," h e  sa id .  Ho 
sa id  the  n ew s  that  s o m e  c o m m u n i t i e s  might b e  dropping  ou t  a n d  m aking th e  pool sm a lle r  Is troubling.

T h a t ' s  kind ol a  bo ther ."  h e  sa id .

The  lea g u e ’s in s u ra n c e  p ro g ram  c o v e r s  w orkers’ c o m p e n sa t io n ,  natural d i s a s te r s ,  third-party injury liability a n d  other c o s ts  
for a b o u t  134 A laska  cit ies , b o r o u g h s  a n d  schoo l  d is’ricts.

T h o m p s o n  sa id  F a i rb an k s  re c e iv e d  n o t ice  that  its w o rk e rs ’ c o m p e n sa t io n  c o v e ra g e  th rough  the  AML would Inc rease  by 12 
p e rc e n t  eftective July 2 0 0 5 .  T h e  AML req u ire s  s ix -m o n th s’ notice  for d ropp ing  out of  its p g ram .  T h e  m ay o r  did s e n d  a  letter 
of  tenta tive  notice to the  AML T h u rsd a y ,  n e  sa id,  but h e  e m p h a s i z e d  that th e  letter is s t a n d a r d  p ro c e d u re  to allow the  city to 
s h o p  tor  othor e a r n e r s  a n d  the  city h a s  no  Intention o l  go ing  without c o v e ra g e .

"It is only re sp o n s ib le  for  u s  to  continua lly  do  that," h e  sa id .  "It's no  different that a n y  re sp o n s ib le  b u s i n e s s  would do  to 
continually m a k e  s u r e  they 're  sav ing  a s  m u ch  m o n ey  a s  poss ib le ."

T h e  Fairbanks North S t a r  B o ro u g h  is se lf- insured  a n d  d o e s  no t  u s e  tho AML program .

G o v  Frank  Murkowski v e to e d  $ 2 2  million in municipal r e v e n u e  shar ing  las t  y e a r  th a t  h a d  h e lp e d  m a n y  com m unitie s  pay 
in su ra n ce  cos ts .  C o m b in e d  with tho  rising c o s t s  of fuel,  the  c u ts  h a v o  m a d e  it im poss ib le  for so m o  cit ies  to continue paying.

"In the  p a s t  w h e n  tney  could  c o u n t  o n  a  municipal a s s i s t a n c e  a n d  rev en u e -sh a r in g  ch o ck ,  w e 'd  car ry  th em  until Ihe s t a te  
c h e c k s  w ore  ru t ,"  Sm ith  sa id .  "T hey  c a n ’t p led g e  z e ro ,  s o  I c an ' t  carry  th em .  W c  carr ied  thorn a s  long a s  wo could a n d  finally 
h a d  'o  pull Ihe plug."

In a n  effort to o l lsu t  th o  c u ts ,  M urkow ski s e n t  $15 million to c it ies that  s a m e  y ear  iri on c - t im c  federa l  m o n e y  from Pros ldont  
B u sh 's  J o b s  a n d  Growth T ax  R elie f  Act.  with minimum p a y m e n t s  of $-fO.OOO going to sm a l le r  co m m u n it ie s .

This  y e a r  Murkowski Is a sk in g  t h e  L eg is la tu re  to a p p ro v e  $ 6 .8  million m aid for a b o u t  125 small ,  rural  communities.

T h o  p rog ram  w ould  p rov ide  $ 2 5 ,0 0 0  for com m unit ie s  with few er  th an  100 r e s id en ts ,  S50.00U for t h o s e  with 100 to 500 
r o s id o n ts  and  $ 7 5 ,0 0 0  for tl>oso with 5 0 0  to 1,200 re s id e n t s .  Tho p ro g ram  is In tended  to o lfse t  rising fuel costs .

But it is unlikoly th a t  th o  ro v e n u o - r , ia r ing  p ro g ram  will b e  re in s ta ted  this y e a r  a s  it e x is ted  be fo re  the  cu ts ,  sa id  Becky 
H ultberg ,  a  Murkowsi s p o k e s w o m a n .

T h in g s  uro  still o p e n ,"  s h e  sa id.  "W o a r o  still cons ider ing  a l te rna t ives .  T h e  s t a te  this y e a r  will h a v o  s o m u  vory important
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Empire editorial

State needs to share 
the windfall with cities
S ome states would be envi­

ous o f Alaska even in our 
worst budget times, but 

once a<rain financial rortune has 
smiled on this state and the re­
sult will be hundreds o l mil­
lions o l unexpected dollars into 
its lap.

Revenue from record-high 
oil prices likely will close the 
state's 5360 million budget gap 
an t send an additional 5500 
million to its general fund. This 
rare stroke of luck isn’t going to 
last forever and rrate leaders 
therefore need to make sure the 
extra income isn't squandered

Education L at the top of the 
list o f items that need greater 
funding. Juneau is not the only 
city in die state in which teach­
ers struggle with classrooms o f 
more than 30 students. Key to 
improving education in this 
state is reducing class sire by 
increasing the state's allocation 
to schools. C.ov, Frank 
Murkowski already has called 
for a 5126 million increase in 
spending for K-L2 education 
over the next two years. The 
Alaska Legislature needs to fol­
low up tin that and nuke sure 
t lu t some of this fleeting 
wealth brings improvements in 
classrooms across die state.

The Murkowski administra­
tion also is 'looking at putting 
tnoney back Into social-ser vice 
programs, many ol which luvc 
[xxn trim m ed hi recent years.
The governor is proposing 56 
million for children's services,
SL5 mil'ion for juvenile justice 
and 571 million for jncventing 
drog ami alcohol abuse. 1L sc 
are all wise investments and 
could save (he state tnoney. 
down ihe famcpii»ti*iinnpTfi7^ 
die criminal justice system. .

With its financial windfall, 
the state needs to nuke  sure 
tlu t it avoids two dungs: using 
the money for pet capital proj­
ects and leaving cities to strug­

gle on their own.
Too many schools and other 

public buildings are in need of 
maintenance that has been de­
layed because of tight budgets 
in recent years. These need to 
be brought up to par before 
money is frittered away on new 
capita] projects, which will in 
time need maintenance of their 
own.

Most importantly, though. 
Alaska's legislators cannot leave 
dries out in the cold financially 
Lawmakers have tailed to take 
real action to solve the state's 
long-term budget problems.
Too worried about ibeir own 
political careers, legislators 
haven't made the tough deci­
sions that arc needed on broad- 
based taxes, inert- sing revenue 
from the oil industry or ot'ier 
treasures that would bring 
long-term financial stability. 
What lawmakers have dooe is 
slu/t the burden to  d ties by 
slashing their state funding.

As revenue shanog with 
cities has b ea t cur. local gov­
ernm ents statewide have had to 
increase property taxes by 33 
percent and at least VO rural 
cotrununities have had to cut 
essential services, such as road 
maintenance or public sajcty. 
according to the Alaska Confer­
ence of Mayors. Ten small 
towns have had In drop their 
municipal Insurance program, 
which covers workers' compen­
sation. natural disasters and 
other costs.

W ith the unexpected oil rev­
enues, else state needs to i la re  
the wealth and restore funds to 

J t s  Muijtsjpal R cren iy  Shying. f

^ r jy f i jw J s i r e  desperate loir.Xui 
financial boost because of belt- 
tlglitening In recent years, and 
It's only fair tlu t this windfall of 
cash slK»dd be used to bring 
them some relief
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■ BROKE: Without state aid to pay 
premium, small cities risk disaster.

• w  i.-jRtekd^^inall a  ties a re  no -lougqr e a r n in g

M ost cities absorbed  the loss fipcftfttuig s e n s ­
es, raising  taxes  and  fees, o r both..In  sm all com ­
m unities .with few er resources, th e  .cuts m ean t re ­
ducing or shu tting  down popular serv ices, such 
as snowplowing. teen  cen te rs an d  s tre e t lights.

B u t JO com m unities,•w hictffSm ^'Svould  hot 
nam e, sta rted  falling behind "on- th e ir  ‘m onthly 
paym ents to the statew ide in su rance pool. This 
m onth, their in su rance w as canceled, he said.

T h e  pool lias "been carry ing them  for four 
m ouths, Smith said. “I  couldn't do it any longer,” 
And another dozen o r so com m unities a re  close to
losing their insurance, as well, he said.

Cities are requ ired  to carry  w orkers ' com pen­
sation, and m ost provide it for th e ir  volunteer 
firefighters and  em ergency niedical personnel, 
Smith said. Asked w hat the un insured  cities a re  
doing now, he said, “panicking.?

T h e  Alaska D epartm en t of L abor could fine 
the cities for failing to in su re  the ir w orkers, Smith 
said. T hat would ju s t  drive the cities fu rth e r  into 
debt, he said.

If a worker got h u rt or o visitor slipped on city 
property  and successfully sued, there wouldn't be

See Page B-3, INSURANCE

INSURANCE: I f  town is sued, state may take hit
C o n t in u e d J r o m  l l - I  

m uch to collect from a bankrupt 
city, Smith said.

“He can be the proud ow ner 
of an  old w aste-w atcr treatm ent 
p lant,” he said.

It’s  also possible that a per­
son  could tu rn  to the state , if a 
city were bankrupt. Smith said.

“You might decide the d eeper 
j>ockct is to go afte r the sta te ,"  
since  every city is a political 
subdivision of the s ta le  govern­
m ent, he said.

T hat's un tested  legal ground 
in Alaska, he ad d ed

The cities that lost Uieir in ­
su rance could get it back, Smith 
said , but it will take work. Not 
only m ust they m ake up the last 
four m onths, but they'll have to 
pay ahead several muntlis.

They could get help If the 
Alaska le g is la tu re  approves 
a Murkowski proposal to give 
com m unities ano ther one-time 
g ran t, with Uie sm allest receiv­
ing . non

Several small cities th a t last 
y e a r  had feared the loss of s ta te  
aid said Friday that they a re  still 
financially so vent, though it has 
required extrem e m easures.

"We're still floating," and 
keeping up with insurance pay­
m ents, said Larsen King, m ayor 
of the Nunivnk Island village of 
Mekoryuk

But to save money, the  city 
has m erged with the local tribe, 
he said. The arran g em en t a l­
lows the city to lap s ta te  aid 
w henever it can but sh a re  the 
cost of adm inistering the city ’s 
governm ent with the tribe.

l b  liic north, Uie village of Kl* 
ana did the sam e thing, said  D e­
lores TX.icklii.-liL deputy d irec to r 
of Kiana Traditional Council. In 
a  move driven largely by the loss 
of revenue sharing, the city con­
tracted  with the council to a d ­
m inister city services, ah e  said.

"It's been a lot of work” to e s ­
tablish the new system , wliich 
began July l.TXickfleld said. But

so far, it's working well, she  said, 
and the city has stayed ahead of 
its insurance bills.

The Southeast logging village 
of Coffman Cove is also m eeting 
its financial obligations, though 
not without som e sacrifices, said 
city adm inistra tor Judy Willis.

"Our (insurance) paym ents 
aren ’t always on time," she  said. 
“But we haven 't got a cance lla­
tion notice yet. 1 think they’re 
lieing generous.”

Insurance is a major expense 
in the d ty  of ICS, Willis said, 
riven afte r paring  away nones­
sential costs, it was still more 
tiian 520,000 a year, she said.

Coffmrn Cove has survived 
the loss of s ta te  revenue shoring 
so tar, Wdlls said. But th e re 's  not 
m uch m ore Uie com m unity can 
cu t or raise w ithout help from 
llie Alaska Legislature, Willis 
wants to allow second-class cit­
ies such as h ers  to levy a fiat 
property tax — say, 5100 an  acre. 
C urrent law prohibits property

taxes unless they’re based on 
an a sse ssm en t

“If wc had enough m oney U 
have everything assessed , w< 
wouldn't need  the tax,” sh e  said 

Otherwise, communities 
such as  hers will have to re  
ly on bake sa les  and raffles t< 
raise money for expenses sucl 
as insurance and salaries, Wil 
lis said. She was going to a  fund 
ra ise r F riday night for lo p  
sports team s. "Next w eek it’; 
the tire departm ent," site said.

■ Dal N' iewj reporter Jod Gav ran i-

c


