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REPORTED OUT

SENATE FINANCE COMMITTEE REFORT APR 0 8 Z00S
DATE: 3/8/05 FURTHER: SENATE FINANCE
COMMITEE
DATE TURNED
IN TO OFFICE

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: Senate Bill:
_ [ ] Same Title
] bereplaced with CS [ 1 New Title
] adopt previous _ CS House Bill:
[ 1 Same Title
] attached amendment(s) [ j Technical Title
Change
] adopt Letter of Intent by Committee [ 1 New Title w/
SCR#

] further referral to Committee

NEW FISCAL NOTE(S):
Department  Date Fiscal Ind Zero F\¥

[ 1] APPROPRIATION - no fiscal note



REPORTED OUT

FISCAL NOTE AT o8 Aan
*SENATE FINANCE
COMMITEE

STATE OF ALASKA Fiscal Note Number: 1
2(105 LEGISLATIVE SESSION Bill Version: HCR 2

(H) Publish Date: 2/24/2005
Revision Date/Time (Note if correction): Dept. Affected: Natural Resources
Title In-State Natural Gas Needs "RDU

Component
Sponsor Rep, Samuels
Requester House Rules Component No.

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0

FY 2009 FY 2010 FY 2011

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

1037 GF/Mental Health

Other (Specify Type--Do not abbieviale)
TOTAL 0.0 0.0 0.0 0.0 O.n 0.0

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

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Atach a separate page ilnecessary)

Passage of this resolution will have no fiscal impacts.

Phone 405-3764
Date/Tune 2/24/05 3 16 PM

Date 2/24/2005

Prepared by: Janet Seite. Stall
Division House Rules Committee

Appioved by: Representative Norman Rokeberg
Agency Chairman, House Rulos Committee
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Representative Ralph Samuels

House District 29

HCR 2

Sponsor Statement

This resolution is a request to Governor Murkowski to take quick action to carry out a
study of in-stalc needs for natural gas within Alaska. As the FERC regulations that were
issued in Order No. 2005 specify that this study must be completed before an open season
and pipeline design can occur, time may be a critical factor, flic sponsor intends the
Legislature to offer support and encouragement to the governor in this endeavor

Session: Alaska Capitol Building, .Juneau, AK 99KO0I, (907) -t0.")-200.r>
Interim: 710 W. I'" Ave, Suite Odd, Anchorage, AK OOHOt, (5)07) 200-0210



SUMMARY OF FERC ORDER
ON
ALASKAN GAS PIPELINE OPEN SEASON
(ORDER NO. 2005)
PREPARED BY
DONALD C.SHEPLER

ROLLED-IN PRICING FOR EXPANSIONS

Establishes a “rebuttable presumption” for use of rolled-in pricing for expansions (Pp. 43
and 56).

Finds that a rate increase from an expansion is not a “subsidy” if the new rate is no higher
than the original rate. Leaves for future determination the question of whether the original rate
itself was subsidized by virtue of the loan guarantees and the tax benefits (P. 43).
PRE-SUBSCRIPTION AGREEMENTS

Pre-subscription/anchor shipper agreements are allowed but only for the initial pipeline
capacity (not for expansions).

Pre-subscription agreements must be made public within 10 days and other qualified
bidders arc entitled to negotiate the same terms and conditions and rates with the project
sponsors

In case of oversubscription of capacity through pre-subscriptions and open season bids,
the design capacity must be adjusted to accommodate all qualified bidders or pre-subscription
shippers (and others adopting pre-subscription terms/conditions/rates) must bear all pro-rata

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



IN-STATE NEEDS, DELIVERY POINTS AND STUDIES

Open seasons must conduct or adopt a study of consumption needs and prospective

delivery points in the state, and rely on such study to develop the contents of the open season

notice (Pp. 20 and 51).

Study shall be identified in the Notice and, if practicable, include or consist of a study

conducted, approved or otherwise sanctioned by an appropriate governmental agency, office or

Commission of the State of Alaska (Pp. 20 and 51).

Order cites to 2002 Study of in-state gas demand conducted by DNR (Pp. 17-18).

Notice of open season shall include an estimate (based on State’s study) of how much

capacity will be used in-state (P. 51).

Notice of open season must include a proposed in-state transportation rate based on the

cost of providing that service (i.e., excluding costs related to out-of-state deliveries) (Pp. 20 and

52).

TIMING AND DURATION OF OPEN SEASONS FOR INITIAL PIPELINE

Sponsors must provide 30-day notice prior to start of open season and open season must

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

Sponsors must also file at FERC for approval by FERC detailed plans for proposed open

season. This filing must be made at least 90-days prior to the start of the 30-day notice period

(thus total "heads-up’ time is at least 90-days (FERC filing) plus 30-days (public notice of open

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

EXPANSION EVALUATION DATA

Order does not require posting and updating of data that would allow independer

assessment of expansion economics but indicates FERC will review project design for



expansibility at the outset and indicates that open season data plus certificate filing data should
provide adequate information for independent evaluation (Pp. 29 and 36).
BID-EVALUATION CAPS

Order does not adopt bid-evaluation caps, but adopts “Standards of Conduct” rules to
prevent affiliate abuse (production affiliate gaining information from pipeline affiliate) (Pp.26-28
and 53-54).

FERC will monitor results of open seasons to determine the appropriateness of any
“unusually long contract terms (e.g., a term exceeding the projected life of the pipe)” to
determine whether shippers incorporated such terms in their bids to obtain an allocation of
capacity (P. 33).

RULES RESPECTING ALLOCATION OF CAPACITY

Project sponsors must indicate in open season materials how capacity will be awarded
and allocated (Pp. 32 and 53).

Any award/allocation methodology must not be unduly discriminatory or unduly
preferential, and it is the Commission, not the sponsors who will apply those criteria to an open
season (Pp. 32 and 55).

W hile no particular methodology for awarding/allocating capacity is being prescribed,
any departure from a Net Present Value (“NPV") methodology heretofore standard in Lower-48

open seasons will be examined carefully (P. 32).



HCR 2
Background Memo regarding In-State Alaska Natural Gas Demand
Division ol' Oil and Gas
February 23,2005

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

Alaska Natural Gas InmState Demand Study for DNR by Econ One, January 2002.
ANGDA Revenue and Cost Model Instruction Manual (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.

0 South-Central Alaska Natural Gas Study - Prepared for the U.S. DOE by Charles Thomas et al.,
Science Applications International Corporation, August, 2004.

Sourlh-Central Alaska

Current gas usage in Southcentral Alaska for all sectors is approximately 200 billion cubic feet per year
(Exhibit 1.) Industrial usage from fertilizer manufacture and LNG exports accounts for about 60 percent
of total gas consumption in the Cook Inlet Basin (CIB).

Exhibit 1. Cook Inlet Basin Natural Gas Consumption by Major Group, 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 of 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 >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 of 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.

IICR No. 2 Page | 2/25/2003



Greater Fairbanks Area and Intcri r Alaska

Current gas usage in Fairbanks in 2004 is approximately 500 million cubic feet per year (0.5 Ucfper
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 of the 200 Bcfy produced and consumed

in the Cook Inlet Basin (CIB). as shown in Exhibit I (below).

Steady L.DC expansion of 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% of the current gas usage in the CIB. It still would amount to a fractional 6/K)"1of one percent of
expected throughput for a major sales gas pipeline from the North Slope (1,570 Bcfy based on 4.3 Bcf per

day at outlet of GTP).

The outlook for gas use and offtake beyond 2009 is less certain but it is possible explore some contingent
scenarios. Ifwe assume higher gas-fired, ceiitnl-station power penetration plus fuel-switching among
interior-region utilities within range of a major 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 of between 18 and 91.5 Bcfy are considered in Exhibit 2,

based on the analysis of I.likens Energy Group.'

Summitry for Interior and South-Central

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
of total gas offtake in the greater Fairbanks area could rise to levels ranging from 4-10-27 percent of 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 of the class found in the Alberta NOV A 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 of supplemental gas for replacement of offtake
volumes for transmission to North American markets.'l

1FNG liquefies and transports LNG by nnek 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.
1Nenana Basin gas icsource estimates are: 250-to-1,000 Bcf (Doyon); 3,000 Bef (Andes); and S07 Bel'(MSGS).

[ICK Ne. 2 Page 2 2/25/2005



Exhibit 2.

I'oltiitiiil In-Stnle Demand Tor Natural Gas in llic Greater Fairbanks Area
Actual Proiecled
2000 | 2004 2009 | 2020
mrtlium*
(Pillion Cubic Feet per year)
Resdi COmni* 01 0.5 31 6.5
Power"” 05 120 270
Industriall - 30.0 400
SulrTolal 01 0.5 9.6 485 3335
Expected Southcentral Sborlfall* 180 915
TOTAL  n.i 05 9.6 66.5 425.0
I'roporlion of Cook Inlet Basin 0.3G. 48G- 54.26G, 212.5G-
‘rpoiiion of Gasline Tliroughpul 0.035G 0.6T 4.2G' 271.1G-

1lijinil lo 200L) 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 [)NK assuming 50G penetration for boib residential and commercial space heating

I'rojection in 2020 based on extrapolation of 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 Greater Fairbanks region
assuming 50'e penelralion in 2000 and ,84.," peneiration in 2020 ((icon One).

Iligh-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.

" .samples ol .iiilustnal usage are:
Internet Server Farm -4 4Pels (I con One)
Pclche’n Plant -30-10-400 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 growlb in (1B, 1-eilillzer plant closure in 2000. FNG pi.ml closure in 2009. (Fukcnvl

z\rt'iis lor Further Research

Feasibility for Pctcliem in Fairbanks

Spur pipeline costs

Gas-by-wire feasibility (reverse the Railbelt Intertie)

Engineering/ cost study for)7573620 . llgaslinc offtake and step-down equipment in Fairbanks

and other Interior Alaska locations.

O O O o
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SENATE COMMITTEE REPONI
DATE: 2/28/05 FURTHER: /Finance

DATE TURNED
INTO OFFICE:. tl+lo£ _

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: Senate Bill:
_ [ 1 Same Title
be replaced with Cs [ ] New Title
adopt previous _ CS House Bill:
] Same Title
attached amendment(s) ] Technical Title
Change
adopt Letter of Intent by Committee [ 1 New Title w/
SCR #
further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN# Department Date Fiscal Indet. Zero FN#
22j J

[ 1 APPROPRIATION - no fiscal note









IOUSE COMMITTEE REPO 1

Date Referred to Committee: April 25, 2005 TIJRTIER REFERRALS:
Date of Committee Action: ODCS

The FINANCE Committee considered: IICR 6
HOUSE CONCURRENT RESOLUTION NO. & EXTEND INFRASTRUCTURE POLICY TASK FORCE

Relating to the continuation of the Alaska Information Infrastructure Policy Task Force until the first day of the
First Regular Session of the Twenty-Fifth Alaska State Legislature in January 2007.

Recommends it he replaced with [ ] 1ICS or [ ]CS for J
For Senate Hills with new title: / / Technical Title / ] New Title: 1ICII_ 171 Same Title | J New Title

f ] attach amendments
[ ] add new referral to. Committee
I ] Letter of Intent Committee

Ustof NEW FISCAL NOTES PREVIOUS FISCAL NOTES

Abbrev . . .
for * Assigned by Chief Clerk’s Office List by Deptfs): | FN# | Fiscal 1lIndet. | Zero
Depts.: List by Deptfs): \ *FN# | Fiscal | Indet. | Zero y Deptfs): | | |

ADM LBG \S

Sinning with recommendations I'rinted Last Name DP DM* NK AM

.. iV \hJ L e , Nau/lvAA

MOM WM ruU V.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2
2(1(15 LEGISLATIVE SESSION Bill Version: HCR 6
{) Publish Date:

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 rk o w itz ..."
Requestor Representative Kott Component No. 783
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted b e | 0o 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

0.0 0.0 0.0 0.0 00 0.0

Miscellaneous
TOTAL OPERATING 74.0 44.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 74.0 44.0 0.0 00 0.0 0.0
1005 GF,Program Receipts
1037 GF/Mentol Health
Oilier (Specify Type-Do not nirtwviali'i
TOTAL 74.0 44.0 0.0 0.0 0.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
Part-time
Temporary

ANALYSIS:  (Attictia sep./rare pajif itnoccumy)

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 This 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 Directuf Pato 4 29/2005
Agency Legislative Affairs Aguney
Page 1ol 1
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In 2003 the Alaska State Legislature passed IICR 32 in order

Information Infrastructure Policy T>sk Force. IICR 6 extends that task force. The task

ALASKA STATE LEGISLATURE

REPRESENTATIVE PETE KOTT

DISTRICT 17- EAGLE RIVER

Sponsor Statement
for
House Concurrent Resolution ft

Session:

M.isk.i Si Hi ("ipiii'l

lutu in. VKWHIIMIKZ
IJiiim-: (vil7) Un 1777
l-as: (Vil7) -161 2H|<>
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interim:
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M RW. Ak 'wintom |
Miiiu {M) (M KWH

l-im (Vil7) (M-K'1 1

to establish the

force is charged with consideration of Alaska’s role and interest in long-term information
infrastructure development in order to provide all Alaska communities improved
telecommunications, health care, and education, homeland security, economic development
opportunities, and access lo government via broadband connectivity.

The Task Force will also investigate and recommend access to fiber optic
connectivity lo help bridge the divide that separates rural Alaska from the benefits of

technological advances realized in urban areas.

It will look at successful public-private

partnerships to facilitate information infrastructure development. The Task Force will

develop acomprchcn

to meet the needs of Alaska.

ive package with recommendations including legislation, if necessary,

House Concurrent Resolution 0 extends the termination date of the Alaska Information
Infrastructure Policv Task Force until the first dav of the First Regular Session ol the

Twenty-Fifth Alaska State Legislature in January 21107.

We respectfully request favorable consideration and support for IICR ft.



Ar&rAlascom

Michael T. Felix 505 E. Blufl Drive
President Anchorage, AK 99501-1100
April 18, 2005

The Honorable Pete Kott
State Representative
State Capitol

Juneau, Alaska 99801

Dear Representative Kott:

I want to take this opportunity to express AT&T Alascom’s support for HCR 6.

The work of the Alaska Information Infrastructure Policy Task Force is important to
the futuic of the state’s infrastructure development and will serve as a planning
process to meet those needs. With the varying interests and agenda in the industry, |
view this task force as an un-biased third party, able to look for and recommend

policies and solutions with the state’s ultimate success at heart.

| applaud the legislature for taking on this important issue, and heart'ly recommend its
continued funding.

Sincerely,

cc: Kristi Catlin
Ray Gillespie

Hoc/dud Piipm






Alaska’s Mission



Task Force Mission
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Toksook Bay, Alaska

Population

550 Residents, 55 Houses
80 Students Grades K-3
85 Students Grades 4-12

Econom

su osistence4}unnHg, jrappi:
and fishing; grass bdsKfetry,
Ivory carving, two stores, 0j

m m

98% Yup’ik Eskimo

Seattle:
5700 miles ==>

Washington, D.G
5700 miles ==>






£ljc toasljington Jtost } m

Sunday, August 9, 1998

Eskimos Warm to the Digital Age

lly Doik; Fink

liad never seen a \Wei) site materialize so fast. |
was, in Toksook liny, a largely subsistence Yup'ik
Eskimo wIIan_e Inwe 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-

00y . . :
g)fwasgreeted 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 Website (memberS.aol.coin/glincolu45/fraine.
html) celebrates traditional Eskimg life by displaying
dancing rituals and stereophonic sm%m%., I clicked uti
an icon, and was offered crafts made by his family and
friends for sale ina “Village Mall." Chalk UID one dus-
ter of indigenous people who don't need to leave tradi-
tional lands in graer to nuke a cash living.

Ibe key to Lincoln’sdemonstration 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 somethln?
like three times faster than the current standard ¢
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 (Tie boxes in Toksook Ikiy in the hope of show-

,s.vConm:(;i ED. 1
Pont!I'inc. who has regortgdf r The Washington

0
Postfrom Ihtnna, LaosandRwanda, is'Ji/vctingn
teuton' film in Alaska culled "Migration."

L
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Now more than ever before
SECURITY of Alaska’s Information Systems
IS paramount






“The one thing we*would recommend, particularly due to recent
events within the state; iIs a comprehensive I'T 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
contingency plans and«procedures, patcVprocedures, and
Importantly, the ability of the people to manage, react to and get

Cyber Security Research Department

Idaho N















IOUSE COMMITTEE REPO ’

geﬁe Referred to Committee: April 29, 2005 FURTHER REFERRALS:
Date of Committee Action: 5 "6 - dET

The FINANCE Committee considered: HCR 12
HOUSE CONCURRENT RESOLUTION NO. 12 LEG TASK FORCE ON RURAL SUSTAINABILITY

Relating to the Joint Rural Assessment Task Force.

Recommends it be replaced with [ JIICS or IvfCSfor R C fc. 17- (jH M )
For Senate Bills with new title: [ ] Technical Title / ] New Title: IICR [1 Same Title f~/¥*New Title

[ J attach amendments
[ J add new referral to Committee
[ ] Letter of Intent Committee

:t;g;;fv NEW FISCAL NOTES PREVIOUS FISCAL NOTES

{ﬁ'f List by 1)epts): | ?l\s;lgr;ec;.by(lihleflcgerkTOfolce List by I)cpt(s):  FN# | Fiscal | Indct. fxrn
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FISCAL NOTE

STATE OF ALASKA Fiscal Nole Number:
2005 LEGISLATIVE SESSION Bill Version: CS HCR 12 (FIN)
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected Legislature
Title Relating to the Advisory Commission on BRU Legislative Council
Local Government Component: Council and Subcommittees

Sponsor House Community and Regional Affairs
Requestor House Community and Regional Affairs Component No. 783
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 |
Personal Services 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
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 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
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
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands ol Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 0.0 00 00 0.0 0.0 0.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 00
Check this box (X) If funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

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.

Prepared by: Karla Schofield. Deputy_Director Phono 405-6626
Division Administrative Services Date/Time 5/5/05 2:18 PM
Approved by: Pamela Varni. Executive Director Date 5/5/2005
Agency Legislative Allairs Agency
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CS FOR HOUSE CONCURRENT RESOLUTION NO. 12( )
IN TI-IE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FOURTH LEGISLATURE - FIRST SESSION

HY

Offered:
Referred:

Sponsor(s): HOUSE COMM UNITY ANT) REGIONAL AFFAIRS COMMITTEE

ARESOLUTION

Relating to the Advisor}-Commission on Local Government,

BE IT RESOLVED BY THE LEGISLATURE OF TIIE STATE OF ALASKA:

WHEREAS the Constitution of the State of Alaska provides that the Alaska State
Legislature serves as the assembly for the unorganized borough; and
WHEREAS the Alaska State Legislature exercises that responsibility to support the

future economic stability of Alaska; and

WHEREAS the rural economy of the state is a significant contributor to urban
economics; and

WHEREAS, in the past few years, many local communities in Alaska have either shut
down, entered deeply into debt, or ceased providing basic local services as a result of lower
local revenue; and

WHEREAS 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;

BE IT RESOLVED that, pursuant to the authority granted under art |IlI, sec. 11.

Constitution of the State of Alaska to establish interim committees, the Advisory Commission

1 CSIICR 12( )
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on Local Government is established; and be it

FURTHER RESOLVED that the Advisory Commission on Local Government shall
consist of nine members, three senators appointed by the president of the senate, three
representatives appointed by the speaker of the house of representatives, and three public
members appointed jointly by the president of the senate and the speaker of the house of
representatives; and be it

FURTHER RESOLVED that the president of the senate and the speaker of the house
of representatives shall jointly appoint the chair and vice-chair of the commission; and be it

FURTHER RESOLVED that the public members may not receive compensation, per

diem, or reimbursement for travel or other expenses incurred in serving on the Advisor}

Commission on Local Government; and be it
that the House and Senate Community and Regional

for the

FURTHER RESOLVED

Affairs Committees shall assign committee staff to provide support sendees

commission: and be it
FURTHER RESOLVED that the duties of the Advisory Commission on Local

Government include
(1) studying die specific reasons for the hardships that communities in Alaska
have experienced and developing proposals to continue the evolution of local government;

defining the role of state government in the financing of local public

(2)
sendees;

(3) recommending specific means by which local governments, when desired,
can move towards borough formation;

(4) reviewing findings of previous local government studies and incorporating

useful information in its report; and
(5) exploring the potential to utilize taxation of natural resource extraction

activities in the unorganized borough; and be it
FURTHER RESOLVED that the Advisory Commission on Local Government shall
develop recommendations for Alaska's cities within the unorganized borough as a critical
element of the state's economic future; and be it
FURTHER RESOLVED that the Advisory Commission on Local Government shall

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

2

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

Fourth Alaska Legislature; and be it

FURTHER RESOLVED that the Advisory Commission on Local Government may

meet during and between legislative sessions and that the commission is terminated on

February 1,2006.

3 CSIICR 12 )
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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
Sponsor House C&RA

Requestor House C&RA

Expenditures/Revenues

Fiscal Note Number:
Bill Version:
(H) Publish Date:

Dept. Affected:
|[BRU
Component:

1

CSHCR 12(CRA,
4/29/05

Legislature

Legislative Council
Council and Subcommittees

Session Expenses

Component No.

(Thousands of Dollars)

Nolo: Amounts do not include inflation unless otherwise noted below.

Estimate of any current year (FY2004) cost:

OPERATING EXPENDITURES FY 2006
Personal Services 0.0
Travel 14.0
Contractual 0.0
Supplies 0.0
Equipment 0.0
Land & Structures 0.0
Grants & Claims 0.0
Miscellaneous 0.0

TOTAL OPERATING 14.0
.CAPITAL EXPENDITURES 0.0
CHANGE IN REVENUES ( ) 0.0
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF 14.0
1005 GF/Progum Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 14.0

00

FY 2007

0.0
ou

0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

00

0.0

FY 2008 FY 2009

0.0 0.0
0.0 00
0.0 0.0
0.0 0.0
00 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0

(Thousands ol Dollars)

0.0 00

0.0 0.0

783

FY 2010 FY 2011

0.0
0.0

0.0
0.0
0.0
0.0
0.0
00
0.0

0.0

0.0

0.0

0.0

Check this box (X) if funding for this bill is included in the Governor’s FY 2005 budget proposal:

POSITIONS
Full-time
Part-time

Temporary

ANALYSIS: This Legislation establish* s an eight member Joint Rural Assessment Task Force ltis

anticipated the Tas* Force will be staffed by House C&RA committee aides. The Senate President will

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0 1

0.0

0.0

0.0

0.0

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

Prepared by Karla Schulitild. Dopuly Director

Division Administrative Servicos

Approved by Pamela V.irni, Executive Dituelor

Agency Leipslalive A ms Agency
S.-out I'mui

Phono 405-6626

Dnto/Timo >1/27/05 1:26 PM

Dale <1/27/2005
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Alaska State Legislature

Stale Capitol, Room 124

Rep. Gtibriellv LcDoux Juneau, AK 99801-1182
Rep. IVie Kotl Co-Chairs

Rep. Mark Neuman Rep Kurt Olson

Rep. Sharon Cissna (907)465-2693 FAX 4u5-3835
Rep. Woutlie Salmon Rep. Hill Thomas

(907)465-3732 FAX 465-2652

COMMUNITY & REGIONAL AFFAIRS
COMMITTEE

HCR 12

Relating to thelJoint Rural Assessment Task Force

Sponsor Statement

Dozens of communities in Alaska are shutting clown, going into debt, and/or terminating
local services because of tnadcijuate state and lederal funding and the lack of sustainable local

economies that could generate the revenue necessary to bind local services.

As siato loaders debate the sustainability ‘X rural communities, the Legislature
would benefit from a clear picture as to the current stale of Alaska's rural communities.
Ihis concurrent resolution calls on the Legislature to establish a Joint Rural Assessment
lask Force. The Task Force, which will consist of six legislators, one designee of the
Alaska Municipal League, one designee of the hirst Alaskans Institute, and one public
member will he charged with conducting an assessment of the needs of rural
communities and reporting its findings to the Legislature by January 15,200b.

It isanticipated that the Task Force will draw on the work of several
organizations to conduct its assessment and develop its findings, including
recommendations made by Governor Murkowski's Rural I-nergy Action Council, the
I)enali Commission's Five-Year Strategic Plan, and the report on acommunity needs
assessment to be completed by the Alaska Municipal League and the First Alaskans
Institute by September 1,2005. It is further anticipated that the Task Force will conduct
hearings in three to five communities across Alaska to assist them in developing their

lhidings.
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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
2
3.
4,
5
6

~

8.

9.

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

for the bulk fuel revolving loan program.
Improve power plant operational efficiencies and remote capabilities.

Increase support for alternative energy systems, such as coal, in-

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

conservation measures.

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

11.

funding and programs.
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 council seeks relief | |
PRICES: Panelcalls cheaper power the key to economic growth in Bush.

By MATT vVOLZ
The Associated Press

(Published: April 21, 2005)

JUNEAU — When the warm weather unlocks winter's hold on the
Yukon River, the first barges of spring will bring new supplies of fuel
to Bush Alaska. That's when the villages will feel the effects of the
steep increase in gas prices since the river froze last fall.

The price of fuel in rural Alaska can be more than twice that in cities
after adding the cost of transportation, loan Interest, maintenance

and other fees.

Those high prices have crippled rural communities, say rural
lawmakers.

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
The seven members of the Rural Energy Action Council say they twice as h|gh_|_n villages as it is
know where to start. The council Wednesday released 12 in cities. ()

recommendations on how to lower energy costs in rural Alaska.

"We've had many people In the Legislature since I've been here tell
us time and time again that rural Alaska has to pay its own way,"
said Sen. Albert Kookesh, D-Angoon. "And you know what? We're
willing to do that. But the first step has to be affordable energy."

"I know you understand there will be no economic development in rural Alaska unless we have low-
cost energy," said council co-chairman Nels Anderson Jr. of Dillingham.

Members of tne council, appointed by Gov. Frank Murkowski in February, said some of the
suggestions could be Implemented right away, such as fully funding the state's power cost
equalization program and forming cooperatives in rural Alaska to buy fuel In bulk.

"Some may be more challenging,” said council member Edgar Blatchford.
Murkowski called the recommendations sound solutions to bring down the high cost of rural fuel.

Gas that costs $2 per gallon in Seattle can be sold for $4.54 per gallon In Bush Alaska once
transportation, operation and maintenance costs, loan Interest, repair and replacement costs and a

profit margin are added In, according to the council's report.

Council member Andy Baker of Kotzebue said other things that drive up costs are communities
with bad credit that pay high Interest rates, adding up to an additional 52 cents per gallon. Also,

Insurance can add up to 35 cents per gallon, he said.

The report and recommendations were presented at a news conference Wednesday attended by

hup:/Avw\v.adn,coni/ncws/alaska/v-Drinler/stnrv/6403197n-628203le hfrnl
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several lawmakers from rural Alaska who gave their support to the council's findings.

"My belief is that if we can get one of these proposals adopted, one of these proposals pushed to
the finish line, we will have made real progress,” Kookesh said.

Rep. Reggie Joule, D Kotzebue, called the recommendations a long-term approach that lays the
groundwork for sustainable communities.

Rep. Mary Kapsner, D-Bethel, said the report was a big step in the right direction:

"I hope this is an indication of the tide turning ... that we do need rural energy assistance."

Kapsner said she hopes the power cost equalization program can receive full funding in this year's

legislative session.

The program subsidizes power rates in rural communities that have not received government-

subsidized power projects or grids.

The state House has included $18.7 million for the program In its operating budget proposal for
next year. The rest of the $21.5 million recommended by the council could come from other

measures, Kapsner said.

Forming eight fuel cooperatives would cost about $400,000, according to the council. The
cooperatives would save money -- from 20 to 70 cents per gallon, Baker said — by buying the fuel

In large quantities.

Murkowski said putting together those cooperatives could be one of the more immediate items

from the list to be addressed.

Other recommendations by the council include:

« Set higher limits for the state's bulk fuel revolving ban program. The cost to Implement the
recommendation was not known by the council.

e Improve power plant efficiency and capabilities, at a cost of $2.8 million.
» Create a bulk fuel operator technical assistance program, at a minimum cost of $300,000.

* Increase support for alternative energy systems, using existing resources, private resources at an
unknown cost and up to $5 million to install wind-diesel systems.

» Speed up renewable energy and conservation programs, at a minimum cost of $11 million for

eight programs.

e« Continue energy assistance funding for low-income homes, at a cost up to $250,000.

« Pay for energy funding for school districts, cost unknown.

e In addition to fully funding the power cost equalization program, fund the power cost equalization
endowment, which would require $15 million a year for seven years.

e Upgrade residential fuel storage, tanks and pipes, costing $1 million.

hitD.y/www.adn.com/ncws/alaska/v-prinier/storv/6403197n-6282031.html 4/21/2005
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» Establish rural energy centers at the University of Alaska's rural campuses, cost unknown.
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Issue: Distressed Community Criteria 2004 Update
Date: May 2004
Background:

Denuli Commission
510 L Street, Suite 410
Anchorage, AK 9950)

907.271.1414 tel
907.271.1415 fax
888.480.4321 tollfree
WWW.denali.gov

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.

Surrogate Standard Background

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
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Surrogate Standard Data Sources
Three sources of data were used for the 2004 update:

e 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.

2004 Update Surrogate Standard

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

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

$14,872

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

Criteria 2 More than 70% ofresidents 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% ofresidents 16 and over worked all four quarters of
2002.

= 100x Number Residents Employed All 4 Qtrs

Percent 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 Appeals

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
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Distressed Communities as Defined by2004Surrogate Standard
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

CHILKOOQOT - 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)
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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

page 7



Distre S€d Community Criteria page 8

May 2004

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: More than $100,000 in electric bills prompts utility to pull plug on

several homes.

By JOEL GAY

Anchorage Daily News O'flmj KiU* J

(Published: February 4, 2005) oy 'kr":m -
[ r.

. _ . ny Vv -
Detailing a long record of inept management, state officials say the SBciarr}]wwn -
Western Alaska village of Chevak has tumbled deep into debt, ! Chevak
including spiraling electric bills that total more than $100,000. ESF””’V

- "
The electric utility responded to the rising unpaid bill Wednesday by o
shutting off power to a dozen homes. i
Though most of the village of 900 still has electricity, Mayor William 0

Vaudrin and other city officials elected last fall are scrambling to find
a way out of Chevak’s financial hole. Ctate officials say the village

owes $500,000 or more in back taxes and bills. Click on photo to enlarge

"We’'re trying to do what we can,"” Vaudrin said. "But with no administrator and no one to guide us,
we don’t know who to turn to. We're calling all our creditors and apologizing, trying to get things

straightened out."

It’s not uncommon for small rural communities to fall behmo on their financial obligations, though
rarely do they fall as quickly or as far as Chevak has, said Scott Ruby of the state Division of

Community Advocacy.

But Chevak’s situation offers insight into the challenges of governing a village where costs are
high, revenues are low, state and federal oversight is minimal, and a few families can dominate

decision-making, Ruby said.
"I'd say most rural communities are struggling with a lot of these same issues,"” he said.

Chevak is a Cup’ik Eskimo subsistence hunting and fishing community about 17 miles inland from
the Bering Sea coast, one of the largest villages on the Yukon-Kuskokwim Delta.

The city employs about 20 people. Two years ago its budget was about $280,000 a year, Ruby
said.

His agency offers financial and management advice to villages like Chevak, with expensive new
water and sewer systems that require steady tending to ensure longevity. Installation of the
village's $26 million sanitation system was completed about two years ago.

Chevak had struggled financially in the late 1990s, then got its act together, said Mike Black, head
of the division. Four or five years ago, it was a model of financial health, he said.

Then things started going downhill. Reports stopped coming. Requests for budgets and audits were
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ignored. When the division sent specialists to the village, they found . attain Chevak residents
aidn't have to pay their bills, he said.

"For a long time we've been advising the city it needed to be doing things differently regarding
finances," Black said. "That advice fell on deaf ears, for various reasons. They told us to take a

hike."

Ruby watched the situation deteriorate as the administration changed hands in 2002, he said. A
Chevak resident was hired as city administrator, but the mayor wanted to replace him within a

year, Ruby said.

When the city council refused to hire a replacement, the mayor quit. He was replaced by the vice
mayor -- who was the administrator's brother, Ruby said.

"We see that quite often,"” he said. "In small communities it's very easy for one family to take over
and control things." It can work cut well or poorly, and sometimes the family will include both

excellent employees and slackers, he said.

During that period, Chevak's finances started slipping. It stopped paying IRS payroll taxes in 2002,
Ruby said. Between back taxes, penalties and interest, the city now owes $200,000 or more, he

said.

The village also owes the state Department of Labor $15,000 or more, Ruby said, and is having a
hard time paying its employees on time.

City officials applied for a low-interest state loan to purchase $145,000 worth of fuel this summer,
ihe fuel was delivered. But when the city couldn't pay 10 percent of the cost, the state refused to
complete the loan, leaving the fuel compo y unpaid.

The city fe'l behind in its electric bills more than a year ago, said Meera Kohler of 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 bill came from a single meter at Chevak's old school. After a new $29 million
school was completed two years ago, the city inherited the old facility, plus all the teachers’

housing, which it began renting out.

Joe Symbol was among the tenants, moving into a two-bedroom apartment in the complex with his
wife and three children. At $550 a month, including heat, electric, water and sewer, it seemed like

a good deal, he said.

But a year ago, the oil heat went out, and tenants had to provide their own small oil heaters or
electric space heaters, Symbol said. Last fall, the water and sewer service was shut off because

pipes started freezing.

"Each time there was a drop in the service, they dropped the rent,” Symbol said. In December, he
and the remaining tenants started getting notices from AVEC that the power would be shut off

because the bills weren't paid.

Rat .er than disconnect the whole city. AVEC chose to shut down only the service to the old school,
which cost the city $5,000 a month.

AVEC issued a series of shut-off warnings starting at 30 days,
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"Disconnection is always a last resort," Kohler said, "but in a situation like this, you've got to do

something."

Wednesday, a lineman flipped the switch. While most of the city still has power, the outage was a
double whammy for Symbol. With no other place to go, he moved his family into his business, the
Hillside Grill. Now it's too crowded to cook in, he said.

“In one day | lost my home and my business," Symbol said.

He's not happy that AVEC shut off the power, but he's furious with the city. Rental money thac
should have paid the electric bill was spent elsewhere, he said. The city also failed to make good on
its promise to buy stove oil after soliciting money from the tenants, Symbol said.

Throughout the last year, "The city would tell us not to worry, we've got this under control,” he
said. "We've been lied to constantly, over and over."

Ruby agreed the city has been mismanaged. "Whether it gets into therealm ofmalfeasance or
criminality is a question the current city council is looking into.Theytold usif they find enough

evidence for criminal charges, they'll file them."
One explanation for the city's out-of-balance books may be that Chevak's income has tumbled in
the last few years. About 20 percent of its revenue once came from pull-tabs and bingo receipts,

"ne city lost its gaming license after failing to send in the proper reports, Ruby said.

And like all other Alaska municipalities, Chevak lost tens of thousand of dollars in revenue sharing
as the state eliminated those programs.

"Where did all this money go," Ruby asked. "That's the big question."

Contrary to rumors floating around Chevak, the Alaska State Troopers are not investigating the
former administration, spokesman Gr g Wilkinson said.

City voters cleaned house In the October elections. Vaudrin was part of a new slate and in mid-
January was selected mayor by the council.

"We had heard horror stories" about the city's finances, he said. "We wanted to get things
straightened out and see what we could do."

Vaudrin was reluctant to detail the problems uncovered so far, in part because hr and other council
members are still exploring financial records that had been denied them. The former administrator

has been suspended, he said.
Climbing out of debt will be a challenge, Ruby said. It may require the city to cut back on services
such as police and to lay off employees. User fees may have to rise, and the city may have to shut

down the old school and its expensive electric service.

City officials have considered asking the Chevak tribal council to take over the water and sewer
system. Resuming bingo and pull-tabs could be on important source of revenue, he said.

"I think they might be able to do it," Ruby said. "It's a little bigger debt load than other
communities have faced, but | don't think it's insurmountable."”

Daily News reporter Joel Gay can be reached at jgay(aiadn.com or at 257-4310.
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Kevin Ritchie

From: Kevin Smith [kevins@amljia.org]

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

Page 1o0f6

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 state aid leaves small towns facing financial

straits.

By JOEL GAY
Anchorage Daily News

(Published: December 21, 2003)

Anchorage isn't the only community
struggling to fill the hole in its budget after EM PL O V fl& fo s@lCCIC

Gov. Frank Murkowski and the Alaska
Legislature axed state aid to cities and
boroughs earlier this year.
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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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Budget crunch burdens villages

"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.

"It 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 Kkill the Bush, they have no customers out here," he said. If
villag?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."”

Page 2 of 6
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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. It 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

*»/ih/?nns
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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.

It 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 of 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 just 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. If 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 reporterJoel Gay can be reached at jgayttiacln.com or at 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 not news to residents that Tenakee Springs has had some financial
problems. But Shelly Wilson, mayor of the town of 150 people, said she was
frightened when she realized how serious the problems are.

When Gov. Frank Murkowski stopped sharing revenues with local
governments in 2004, Tenakee Springs lost 540,000 a year. It is facing a
S25,000 deficit. The city is applying for a 550,000 loan.

The Tenakee Springs City Council has proposed selling some city land to

increase revenues and expects to put the issue on the ballot within the next
two months. Council members also contemplated increasing the sales tax

from 1 percent to 2 percent.

For the first time, the city might impose a property tax.

"These are some short-term solutions,” Wilson said. "We look forward to
receiving some funding from the state.”

The Chichagof Island town is not alone.

According to the Alaska Municipal League, 14 small towns have contacted
the state about formal dissolution or entered into an agreement with a tribe to
resume city responsibilities - or s:mply have not held local elections. Twenty
towns have had their insurance canceled for lack of payment.

An Alaska Municipal League report said the crises result from massive state
cuts to cities at a time of skyrocketing local costs and economic downtown.
In 2004, Alaska became one of a handful of states that eliminated its local
government rcvcnucs-sharing programs.

"All the communities race the same problems,” said Kevin Ritchie, executive
director of Alaska Municipal League. "But the smallest communities, which
have the smallest tax bases, have the biggest problems."

Becky' Multberg, spokeswoman for the governor, said Murkowski stopped the
local government revenue-sharing program because he doesn't believe it is
the slate's responsibility to give block grants to local governments.
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But Hultberg said when local governments experience the difficulties such as
the rise of the fuel and the increase of the public employment retirement
system, the state has a role in giving the community some temporary help.

In this session, Murkowski proposed giving $6.5 million to towns with
populations of fewer than 1,200 to help them deal with the rise in fuel prices.
Towns with populations between 100 and 600, such as Tenakee Springs, can
receive $50,000. The governor also proposed to offer $37.5 million for cities
and 577 million for school districts in the next two years to help them pay for
the public employment retirement system.

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

And that is exactly the problem, Ritchie said.

"Cities are part of the government,” Ritchie said. "The Legislature is
responsible lor all the state to have some public services. Revenue-s. aring is
the most efficient way."

Wilson said she hopes the Alaska Legislature would approve tire small city
fuel assistance program as soon as possible.

"l will just pray we can bold that long,” Wilson said. "I know it isjust a one-
time deal, though.”

¢ |-Clrun Che can be reached at ichun.che@iuneauempire.com.
Click here to return to story:
http://www juneaucmpire.com/stories/021505/sta_20050215001 .shtnrl
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Ten communities drop city insurance

Municipal League anticipates another dozen to follow

December 2, 2004

By TIMOTHYINKLEBARGER
JUNEAU EMPIRE

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

Another dozen could follow within the next few months, according to
Kevin Smith, executive director of the Alaska Municipal League Joint
Insurance Association.

Smith would not release the names of the communities affected, but the
league confirmed that Juneau is not one of the 10 cities. Juneau expects
to pay roughly $12 million in various forms of insurance in 2005,
according to Juneau Finance Director Craig Duncan.

The league’s Insurance program covers workers’ compensation, natural
disasters, third-party injury liability and other costs for about 134 Alaska
cities, boroughs and school districts.

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 municipal assistance and
revenue-sharing check, we'd carry them until the shite checks were cut,”
Smith said. "They can't pledge zero, so | 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-time federal money from President Bush's Jobs and
Growth Tax Relief Act, with minimum payments of $40,000 going to
smaller communities.

This year Murkowski is asking the Legislature to approve $6.8 million In
aid for about 125 small, rural communities. The program would provide

liUp://jUnc;uiempirc.com/cgi-bin/prinlit2000.pl 12/2/2004
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$25,000 for communities with fewer than 100 residents, $50,000 for
those with 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 statement released in October.

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

"Things are still open," she said. "We ore still considering alternatives.
The state this year will have some very Important priorities, education
being one of them. It is unlikely that insurance for cities would rise to
that level. But the governor has recognized the needs of some of the
smaller communities due to the disproportionately high cost of fuel and is
making an effort to address those needs."

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

Wasserman, the former mayor of the Southeast coastal community of
Pelican, said some communities drop their insurance before cutting other
costs because citizens often are not informed.

"The mayor and councilmen have to react to their communities," she
said. "If 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 of the state's Division of Community Advocacy, who also said the
loss of insurance is often not visible to the public.

He said communities without 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 communities with
municipal employees to maintain their 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
timothy.Inklebarger@)uneauemp[re.com.
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Ten small Alaska communities drop city insurance

JUNEAU (AP) —Ten small Alaska communities have discontinued their municipal insurance because of
declining assistance from the state and rising insurance and fuel costs.

Another dozen could follow within the next few months, said Kevin Smith, executive director of the Alaska
Municipal League Joint Insurance Association.

Smith would not release the names of the communities affected, hut the league confirmed that Juneau is
not one of the 10 cities.

Hie league's insurance program covers workers’compensation, natural disasters, third-party injury
liability and other costs for about 134 Alaska cities, boroughs and school districts.

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

"In the pastwhen they could counton a municipal assistance and revenue-sharing check, we'd carry thrm
until the state checks were cut,” Smith said. "They can't pledge zcru, so | can't carry them. We carried
them as long as we could and finally had to pull the plug."”

In an effort to offset the cuts, Murkowski sent S15 million to cities that saincyear in one-time federal
money from President Bush’s Jobs and Growth Tax Relief Act, with minimum payments of $40,000 going
to smaller communities.

This year Murkowski is asking the Legislature to approve $6.8 million in aid for about 125 small, rural
communities.

The program would provide $25,000 for communities with fewer than 100 residents, $50,000 for those
with too to 500 residents and $75,000 for those with 500 to 1,200 residents. The program is intended to
offset rising fuel costs.

But it is unlikely that the revenue-sharing program will be reinstated this year as it existed before the cuts,
said llecky Hultberg, a Murkowski; pokcswoman.

"Tilings are still open," she said. "We arc still considering alternatives. The state t' ' *ar will have some
very important priorities, education being one of them. It is unlikely that insurance ..v cities would rise to
that level. But the governor has recognized the needs ofsome of the smallercommunities due to the
disproportionately high cost of fuel and is making an effort to address those needs."

The municipal league lias made the reinstatement ofsome form of revenue sharing for cities its top
priority this legislative session, which begins in January, according to program and policy coordinator
Kulhic Wasserman.

Insurance costs have increased substantially, accotdmg to Mike Black, director of the state's Division of
Community Advocacy.
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Communities without insurance would have to appeal to the Legislature, Alaska’s congressional
delegation or some other state or federal agency for assistance, according to Black. He said he has advised
communities with municipal employees to maintain their workers' compensation 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. "W e tell
them that’s something you have to retain."”
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10 Alaska communities forgo insurance

Friday, December 03, 2004 - Staff and Wirr Reports

JUNEAU-Ten small Alaska communities havo discontinued their municipal insurance because of declining assistance from
the slate and rising insurance and fuel costs.

Another d02en could follow within the next few months, said Kevin Smith, executive director uf the Alaska Municipal League
Joint Insurance Association.

Smith would not release the names of the communities affected.

Somewhat ironically, the city of Fairbanks just started purchasing insurance through the municipal league InJuly as a means
of saving money.

The city was self-insured previously and was able to save money by purchasing insurance as part of the larger group, said
Fairbanks Mayor Steve Thompson. "By going together in a pool with more people you can keep ra'es down," he said. Ho
said the news that some communities might be dropping out and making the pool smaller Is troubling.

That's kind ol a bother." he said.

The league’s insurance program covers workers’compensation, natural disasters, third-party injury liability and other costs
for about 134 Alaska cities, boroughs and school dis’ricts.

Thompson said Fairbanks received notice that its workers’compensation coverage through the AML would Increase by 12
percent eftective July 2005. The AML requires six-months’ notice for dropping out of its p gram. The mayor did send a letter
of tentative notice to the AML Thursday, ne said, but he emphasized that the letter is standard procedure to allow the city to

shop tor othor earners and the city has no Intention ol going without coverage.

"It is only responsible for us to continually do that,” he said. "It's no different that any responsible business would do to
continually make sure they're saving as much money as possible."”

The Fairbanks North Star Borough is self-insured and does not use tho AML program.

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

"In the past when tney could count on a municipal assistance and revenue-sharing chock, we'd carry them until lhe state
checks wore rut,” Smith said. "They can’t pledge zero, so Ican't carry them. Wc carried thorn as long as wo could and finally

had 'o pull lhe plug.”

In an effort to ollsut tho cuts, Murkowski sent $15 million to cities that same year iri onc-timc federal money from Prosldont
Bush's Jobs and Growth Tax Relief Act. with minimum payments of $-fO.000 going to smaller communities.

This year Murkowski Is asking the Legislature to approve $6.8 million m aid for about 125 small, rural communities.

Tho program would provide $25,000 for communities with fewer than 100 residents, S50.00U for those with 100 to 500
rosidonts and $75,000 for tI>oso with 500 to 1,200 residents. Tho program is Intended to olfset rising fuel costs.

But it is unlikoly that tho rovenuo-r,iaring program will be reinstated this year as it existed before the cuts, said Becky
Hultberg, a Murkowsi spokeswoman.

Things uro still open,” she said. "Wo aro still considering alternatives. The state this year will havo somu vory important

hllp://lww\v ncws-mincr.com/jda/iulide/prihi/0,1674,1 13%7E7244%7n257»’020,00.liimlI 12/3/2004
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Empire editorial

State needs to share
the windfall with cities

ous of 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 ol mil-
lions ol unexpected dollars into
its lap.

Revenue from record-high
oil prices likely will close the
state's 5360 million budget gap
ant send an additional 5500
million to its general fund. This
rare stroke of luck isnt 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 of items that need greater
funding. Juneau is not the only
city in die state in which teach-
ers struggle with classrooms of
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
tlut 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 trimmed hi recent years.
The governor is proposing 56
million for children's services,
sts 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.

S ome states would be envi-

die criminal justice system. .
With its financial windfall,
the state needs to nuke sure
tlut 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 dties by
slashing their state funding.

As revenue shanog with
cities has beat cur. local gov-
ernments statewide have had to
increase property taxes by 33
percent and at least \Orural
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.

Wi ith the unexpected oil rev-
enues, else state needs to ilare
the wealth and restore funds to

Jts Muijtsjpal Rcreniy Shying. f

downihe famcpiisti*iinnpTfi7» L
Arjyfijw Jsire desperate loir.Xui

financial boost because of belt-
tlglitening In recent years, and
It's only fair tlut this windfall of
cash sIK»dd be used to bring
them some relief
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Most cities absorbed the loss fipcftfttuigsen s -
es, raising taxes and fees, or both..In small com-
munities .with fewer resources, the .cuts meantre-
ducing or shutting down popular services, such
as snowplowing. teen centersand street lights.

But JO communities,swhictffSm~'Svould hot
name, started falling behind "on-their ‘monthly
payments to the statewide insurance pool. This
month, their insurance was canceled, he said.

The pool lias "been carrying them for four
mouths, Smith said. “I couldn't do it any longer,”
And another dozen or so communities are close to
losing their insurance, as well, he said.

Cities are required to carry workers' compen-
sation, and most provide it for their volunteer
firefighters and emergency niedical personnel,
Smith said. Asked what the uninsured cities are
doing now, he said, “panicking.?

The Alaska Department of Labor could fine
the cities for failing to insure theirworkers, Smith
said. That would just drive the cities further into

m BROKE: Without state aid to pay
premium, small cities risk disaster.

*w i.-jRtekd™inall aties are no -lougqr earning
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much to collect from a bankrupt
city, Smith said.

“He can be the proud owner
of an old waste-watcr treatment
plant,” he said.

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

“You might decide the deeper
j>ockct is to go after the state,”
since every city is a political
subdivision of the stale govern-
ment, he said.

That's untested legal ground
in Alaska, he added

The cities that lost Uieir in-
surance could get it back, Smith
said, but it will take work. Not
only must they make up the last
four months, but they'll have to
pay ahead several muntlis.

They could get help If the
Alaska legislature approves
a Murkowski proposal to give
communities another one-time
grant, with Uie smallest receiv-
ing .non

debt, he said.

Ifa worker got hurt or o visitor slipped on city
property and successfully sued, there wouldn't be

See Page B-3, INSURANCE

| f townis sued, state may take hit

Several small cities that last
year had feared the loss of state
aid said Friday that they are still
financially so vent, though it has
required extreme measures.

"We're still floating," and
keeping up with insurance pay-
ments, said Larsen King, mayor
of the Nunivnk Island village of
Mekoryuk

But to save money, the city
has merged with the local tribe,
he said. The arrangement al-
lows the city to lap state aid
whenever it can but share the
cost of administering the city’s
government with the tribe.

Ib liic north, Uie village of KI*
ana did the same thing, said De-
lores TXicKlii.-liL deputy director
of Kiana Traditional Council. In
a move driven largely by the loss
of revenue sharing, the city con-
tracted with the council to ad-
minister city services, ahe said.

"It's been a lot of work” to es-
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 meeting
its financial obligations, though
not without some sacrifices, said
city administrator Judy Willis.

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

Insurance is a major expense
in the dty of ICS, Willis said,
riven after paring away nones-
sential costs, it was still more
tilan 520,000a year, she said.

Coffmrn Cove has survived
the loss of state revenue shoring
so tar, Wdlls said. But there's not
much more Uie community can
cut or raise without help from
Ilie Alaska Legislature, Willis
wants to allow second-class cit-
ies such as hers to levy a fiat
property tax — say, 5100an acre.
Current law prohibits property

taxes unless they’re based on
an assessment

“If wc had enough money U
have everything assessed, w<
wouldn't need the tax,” she said

Otherwise, communities
such as hers will have to re
ly on bake sales and raffles «
raise money for expenses sucl
as insurance and salaries, Wil
lis said. She was going to a fund
raiser Friday night for lop
sports teams. "Next week it’;
the tire department,” site said.

m DelN " iewj reporter Jod Gavran i-
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