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(1) that meets the eligibility requirements under a federal program of

assistance for wurban development, neighborhood revitalization, or law

special
enforcement, without regard to whether an application for the federal assistance on

behalf of the area has been made or whether the area has actually received or is

receiving the federal assistance;
(2) with a statistically higher occurrence of crime than the municipality

as a whole; or
(3) fhat meets the requirements of (1) and (2) of this subsection.
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Mayor Mark Begich Office ofthe Mayor

February 14, 2005

The Honorable Max Gruenberg
Alaska State House

State Capitol, Room 112
Juneau, AK 99301-1182

Dear Max,

Thank you for your introduction of House Bill 27, which seeks to improve public safety
in Alaska communities where high rates of crime may occur. My administration and the
Municipality certainly applaud the intent behind this legislation and are prepared to work
with you and your colleagues in the Legislature to make Anchorage and other
communities safer. As you know, Anchorage already encourages police officers to drive
their police cruisers home to increase the physical presence of police officers on our
neighborhood streets.

I have asked the appropriate city departments - the Anchorage Police Department and the
Property Tax Assessor - to review the legislation for its specific impact on Anchorage.
APD welcomes the intent of the legislation.

Our assessor has identified some concerns you may wish to address as the legislation is
considered. As currently written, the bill would provide a modest tax incentive of only
about $150 to encourage a police officer to live in a neighborhood affected by this bill. It

is certainly debatable whether an incentive of that size will have the desired affect, so you
may wish to increase that.

You may know the Anchorage Assembly is scheduled to consider a resolution supporting
this bill at its February 15thmeeting. It is sponsored by Assembly Chair Dick Traini.

Again, thank you for working to make our neighborhoods safer.

Sincerely,

Mayor

Community, Security, Prosperity
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Sponsor Statement and Sectional Analysis

HB 27 - Municipal Property Tax Exem ption

Sponsor Statement

The puipose of the bill is to encourage law enforcement officers to purchase homes and
live in high crime areas. It allows municipalities to pass an ordinance giving an
exemption up to S10,000 of assessed valuation for a permanent residence of a law

enforcement officer who lives in a high crime area.
Sectional Analysis

A municipality is a political subdivision incorporated under the laws of the stale that is a
home rule or general law city, a home rule or general law borough or as a unified
municipality. The municipality may, by ordinance, designate certain areas in which
permanent residences owned and occupied by law enforcement officers are exem pted

from taxation up to S10,000 of assessed value.

The areas so designated must be areas prescribed under a federal program in need of
special assistance for urban development, neighborhood revitalization or law
enforcement. There is no requirement that such a program actually be utilized in order to

meet this requirement. In the alternative, the areas may be delineated on the basis of

crime statistics maintained by the municipality.

The municipality may not request state funds to cover any shortfall created by this

ordinance.

The municipality is given the latitude to define the term “law enforcement officer” by

ordinance.
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Submitted by: Assemblymernber TRAINI
Prepared by: Department of Assembly
For reading: FEbruary 15,2005

ANCHORAGE, ALASKA
AR NO. 2005-27

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY
SUPPORTING PASSAGE OF HB 27, A BILL TO ALLOW MUNICIPAL
GOVERNMENTS TO PROVIDE A PROPERTY TAX INCENTIVE TO POLICE

OFFICERS

WHEREAS, a police officer who lives in the neighborhood where he or she works
develops an important sense of ownership in the community they serve; and

WHEREAS, an officer living in a neighborhood brings not only a sense of
1 stability and credibility to an area stereotyped as “high-crime*, but also makes officers
] more accessible to citizens; and

WHEREAS, Police officers are more likely to see signs of trouble developing in

2 their neighborhoods before a problem occurs, allowing preventative solutions to be
2 found; and

2 WHEREAS, police officers who live in high crime neighborhoods can serve as a
2 bridge between the community and law enforcement, curbing fear and building trust and
2 understanding; and

2

2 WHEREAS, many communities across the United States use various forms of
3i incentives to encourage officers to live in the communities in which they work; and

3

3 WHEREAS, House Bill 27, a measure which would allow municipal governments
3* to grant a modest tax exemption to officers who purchase and reside in a home in a high
3 crime area, is being considered by the Alas' ~ Legislature.

3!

3f NOW, THEREFORE, the Anchorage Assembly resolves;

3/

38 Section 1. That the Assembly supports passage of HB 27 to allow a Municipality
39 offer a tax incentive to police officers who reside in high crime areas.

40

41 Section 2: That copies of this resolution shall be provided to the members of the
42 iska State Legislature and to the Governor upon passage and approval.

43

44 PASSED AND APPROVED by the Anchorage Assembly this day of
45 2005.

46

47

48

49 Chair

50 TTEST:

51

52

53

54 Clerk
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Submitted by: Assemblymember TRAIN!
Prepared by: Department of Assembly
Forreading: February 15,2005

ANCHORAGE, ALASKA
AR NO. 2005-27

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY
SUPPORTING PASSAGE OF HB 27, A BILL TO ALLOW MUNICIPAL
GOVERNMENTS TO PROVIDE A PROPERTY TAX INCENTIVE TO POLICE

OFFICERS

WHEREAS, a police officer who lives in the neighborhood where he or she works
develop an important sense of ownership in the community they serve; and

WHEREAS, an officer living in a neighborhood brings not only a sense of
stability and credibility to an area stereotyped as “high-crime"”, but also makes officers

more a @ssible to citizens; and

WHEREAS, Police officers are more likely to see signs of trouble developing in
their reighborhoods before a problem occurs, allowing preventative solutions to be

founc and

WHEREAS, police officers who live in high crime neighborhoods can serve as a
bridge between the community and law enforcement, curbing fear and building trust and

understanding; and

WHEREAS, many communities across the United States use various forms of
incentives to encourage officers to live in the communities in which they work; and

WHEREAS, House Bill 27, a measure which would allow municipal governments
to grant a modest tax exemption to o. Hcers who purchase and reside in a home in a high
crime area, rs being considered by the Alaska Legislature

NOW, THEREFORE, the Anchorage Assembly resolves;

Section 1: That the As embly supports passage of HB 27 to allow a Municipality
o offer a tax incentive to police officers who reside in high crime areas.

Section 2: That copies of this resolution shall be provided to the members of the
Maska State Legislature and to the Governor upon passage and approval.

PASSED AND APPRO\ ED by the Anchorage Assembly this day of
, 2005.

Chair
TTEST:

unicipal Clerk
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F5SCAL NOTE

Fiscal Note Number:
Bil'. Version: HB 28
() Publish Date:

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): Dept. Affected Commerce

Title Municipal Dividend Program Erdu Comm Assist & Ec Dev (405)
Component Community Advocacy

Sponsor Moses

Requester House Community & Regional Affairs Component No 2703

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

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( ) T

FUND SOURCE (Thousands of Dollars)

1002 Federal Receiots
1003 GF Match
1004 GF
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 (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

This legislation establishes in the department a municipal dividend fund consisting of money transferred to
the fund under AS 37.13.145(e) to be used to pay a municipal dividend that equals S250 for each resident
of the municipality. It would not create a fiscal impact on the operations of the department.

Phone 907.269.4578
Date/Time 3/25/05 1:25 PM

Date 3/25/2005

Prepared by: Michael Black. Director
Division Community Advocacy

Approved by: Edgar Blatchford, Commissioner
Agency Commerce. Community, and Economic Development

(Rev sod 9232004 OVB) Page 1of 1



Representative Carl E. M oses, House D istrict 37

(907) 465-4451 - Adam Berg, Staff

SPONSOR STATEMENT /SECTIONAL ANALYSIS
HB28 - Municipal Dividend Program

The establishment of a Municipal Dividend program would aid municipalities

with state appropriations allocated for unrestricted use by local governments in their
greatest time of need. The sponsor intends to empower local officials by allowing them
to decide how to best spend that money. Uncertain state funding has affected local

governments ability to plan and budget properly, and more recently, to absorb the brunt

of many state budget cuts.

This plan would provide approximately $160 million annually to municipalities
by accessing surplus earnings of the Permanent Fund. The distribution to municipalities
would be made only after Permanent Fund Dividends and inflation proofing are provided
for. Based on annual Permanent Fund earnings, if the amount appropriated were not

sufficient to fully fund municipal dividends, the amount to each municipality would be

reduced on a pro-rata basis.

Alaska’s municipalities and local decision makers deliver the most direct and

knowledgeable service, much of which is of a critical nature. Under HB28, the amount
going to each municipality would be determined by population and a per head allocation.
Population criteria would be the number of local PFD recipients and the allocations

wot'd be $250 per head, with a minimum to any municipality of $40,000 annually.

BILL SECTION 1: Establishes the Municipal Dividend Fund. The amountofa
Municipal Dividend is set at $250 per eligible PFD recipient in each municipality.
Borough populations are determined by subtracting ihe population of all cities within a

borough from the borough's total population, thereby allowing boroughs to apply funding
to their unincorporated communities. It sets a minimum dividend payment of $40,000 to
a municipality. There is a formula specified in the event the amount appropriated to the

fund is insufficient to fully fund M unicipal Dividends.

BILL SECTION 2: Assures that the transfer of money from the earnings reserve
account to the Municipal Dividend Fund happens only after Permanent Fund Dividends
have been accounted for and inflation proofing has taken place. It also assures that the
lesser amount of either the dollars needed to fully fund the program or the balance of the

earnings reserve account be transferred.

BILL SECTION 3: Sets the effective date at June 30, 2005.



Aadka Femrarent Fund Gaporation
Bill Analysis - HB 28

Financial projection comparison of the Alaska Permanent Fund under
current statutes versus HB 28, Municipal Dividend Program.

All $ vaiu9s in million* exceptthe per person dividend

FYO05

FY06 FYo7 FY08 FY09 FY10 Fy11 FY12 FY13 FY14 0/15
Current Statutes
Total market value end of year (after payouts) 29,316 31,169 32,923 34,541 36,180 37,942 39,777 41,682 43659 45710 47,836
Total lump sum dividend appropriation 607 691 886 1,082 1,170 1,168 1,229 1,290 1,352 1,417 1.484
Per person dividend under current statute § 950 $ 1,080 $ 1,380 $ 1680 $ 1,800 $ 1,780 $ 1,860 $ 1,930 S 2,000 $ 2,070 S 2,150
FY05 FY06 FYo07 FY08 FY09 FY10 Fy11 FY12 FY13 FY14 FY15
Current Statutes & Municipal Dividend
Total market value end of year (after payouts) 29.165 30,855 32,433 33,864 35,302 36,853 38,465 40,134 41,863 43,653 45,505
Total lump sum dividend appropriation 607 691 884 1,077 1,161 1,154 1,209 1,263 1,318 1,375 1,434
Per person dividend under current statute $ 950 $ 1,080 $ 1,380 $ 1680 $ 1,790 $ 1,760 S 1,820 $ 1,890 S 1,950 $ 2,010 $ 2,080
Additional lump sum payout - Municipal Dividend* 151 152 154 156 158 159 161 163 165 166 168

Assumptions:
Callan Associates 2004 Capital Market Assum ptions, APFC 2004 asset allocation, Fall 2004 revenue forecast, financial statements through
06/30/04. All payouts are assumed to happen atfiscal yearend, all dollar values In millions exceptthe per person dividend.
‘Municipal dividend calculated in lump sum, using projected number of permanentfund dividend applicants.
FH<FAPH»0d E.c*l SARPMBFC SUtUi quo M 30 04 Ho 0111

FY05-FY15
Totals

47,836

12,378
$ 18,680

FY05-FY15
Totals

45,505

12,172
$ 18,390

1,753

1051AM 11172006 Last Updsted 114504
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NORTHWEST ARCTIC BOROUGH

P.O. BOX 1110
KOTZEBUE, ALASKA 99752
(907) 442-2500 / FAX (907) 442-2930

March 18,2004

Representative Carl E. Moses
716 W. 4thAvenue
Anchorage, Alaska 99501-2133

Dear Representative Moses:

I would like to take this opportunity to express support for House Bill 431. This letter is
a follow-up to a supportive e-mail | sent several weeks ago on this subject.

The elimination of Revenue Sharing and Safe Communities funding is going to make
operation of our smaller local municipal governments nearly impossible after the end of
this fiscal year. There is neither a sufficient population base in our villages nor an
economic foundation in place that can generate sufficient revenue to fund even a city

administrator in some cases.

The economy of rural Alaska is such that elimination of the longevity bonus has a very
broad and drastic impact on our people. Elders in our region do not, for the most part,
have any form of retirement income because they have never had die benefit of regular
employment during their lives. That $250 per month was largely utilized to pay bills
such as monthly electricity and water arid sewer. Loss of that income will mean that even
fewer people in the villages will be able to pay their bills and the cities will have even

more difficulty in making ends meet.

Itis important for the legislature to realize that we already have many villages in the
region with severe financial difficulties. Kivalina is in debt to the tune of $150,000.
Ambler is looking at ha\ ing to raise water and sewer fees at a time when people are
having difficulty paying the existing rates. Deering has cut a number of important
service positions from its payroll and reduced the remaining staffto six hours per day.
They are considering a 50% increase to residential water and sewer rates and a 67%
increase for commercial rates. They are also looking at raising city sales tax from 3% to
4%. Selawik has reduced staff working hours by a full 50% and increased utility rates by
20% to cover a major budget shortfall in that community. Bucldand has been operating
with all personnel working just half time for the last year. Kiana has voted to merge the
city and traditional Native governments so that both can operate with a common
administrator and support and from a common facility. And Kotzebue, the borough’s

Ambler - Bucldand sCandle - Deering mKiana - Kivalina - Kobuk - Kotzebue - Noatak sNoorvik mSelawik - Shungnak
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largest city and hub, had to close the regional jail in the past year due to insufficient local
resources and inadequate state funding support. The city is now looking at eliminating
the local police department and placing that burden on the state troopers.

It is clear that city governments arc not going to continue to operate to anyone’s
satisfaction in the year ahead without support. A community dividend is an excellent
option to solving this funding crisis.

It appears that the only way to gain approval of a community dividend is by raising
revenue. The use of some Permanent Fund earnings utilizing the POMV strategy is a
good start, but that would have to be supplemented by other sources of revenue including
a small state income tax, a school tax and other methods of taxation other than a
statewide sales tax. Additional motor fuel tax would be a Hardship to rural areas where
the price of fuel is already extremely high. A higher fuel tax would drain rural utilities
that already have difficulty meeting financial obligations.

Thank you for your continuing support of rural municipal governments. We support HB
431 because without state assistance our governments will not be able to provide the most
basic services to our residents. Again, the community dividend should be only a small

part of an overall plan by the state to generate revenues necessary to assist with these
local costs. We cannot have more cuts unless we are ready to help pay for services.

Sjncerely

Roswell L

cc. Representative Reggie Joule, Senator Donnie Olson
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CITY AND BOROUGH OF SITKA

|
RESOLUTION NO. 2004-11

A RESOLUTION OF THE CITY AND BOROUGH OF SITKA SUPPORTING HOUSE BILL
431 WHICH WOULD CREATE A MUNICIPAL DIVIDEND THAT WOULD BE PAID
MUNICIPALITIES FROM THE EARNINGS OF THE PERMANENT FUND
AFTER INFLATION PROOFING

WHEREAS, the City end Borough of Sitka similar to other municipalities has been
significantly Impacted by the loss of funding (Jrovided for under Revenue Sharing and Safe

Communities; and J
|

WHEREAS, the City and Borough of Sitka Isjbelng forced to decrease services, programs,

charitable contributions, and eliminate positions due this shortfall; and
i

WHEREAS, Representative Carl E. Moses has sponsored legislation that would create a
Municipal Dividend Program; and

WHEREAS, the Municipal Dividend Program will assist municipalities In filling the gaps left
In their budgets as a result of the elimination rffunding for Revenue Sharing and Safe
Communities; and _

|

WHEREAS, the proposed Municipal Dividend Program would pay out $250 for each
person residing in Sitka. The population shall be determined annually by using the
numbers of permanent fund dividend recipienjts or other reliable population data; and

WHEREAS, the Act would take effect June 2?’ 2004.
|

THEREFORE, BE IT RESOLVED, tha*the Assembly ofthe City and Borough of

Sitka, Alaska by this resolution supports Hou”e Bill 431 providing for a municipal dividend
program to assist municipalities with their budget shortfalls generated by the elimination of

Revenue Sharing and Safe Communities fumgfng.

PASSED, APPROVED AND ADOPTEp bytie Assembly of the City and Borough
of Sitka, Alaska on this 24th day of February?004.

;r3d Reeder, Mayor

ATTEST;-

Colleen Pellett, CMC
Municipal Clerk
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Introduced by: Mayor LeDoux
Requested by: Assembly
Drafted by: Borough Cleric
Introduced: 03/04/2004
Adopted: 03/04/2004

KODIAK ISLAND BOROUGH
RESOLUTION NO. 2004-10

A RESOLUTION OF THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH
SUPPORTING HOUSE BILL 431 TO ESTABLISH A
MUNICIPAL DIVIDEND PROGRAM

WHEREAS, full state funding for essential municipal services is going unmet due to
severely reduced state municipal assistance and revenue sharing allocations; and

WHEREAS, increases in local property taxes are not the an* wer to declining
allocations, especially in many communities where there is an insufficient tax base to

draw upon; and

WHEREAS, HB 431 would establish a Municipal Dividend Program to aid
municipalities with state appropriations allocated for unrestricted use by local

governments; and

WHEREAS, HB 431 defines that the amount of a municipal dividend for a fiscal year
would equal $250 for each person residing in the municipality; and

WHEREAS, this plan would provide approximately $1,621,000 to the Kodiak Island
Borough in the next fiscal year;

NOW, THEREFORE, BEIT RESOLVED THAT THE ASSEMBLY OF THE KODIAK ISLAND
BOROUGH supports House Bill 431 to establish a Municipal Dividend Program.

ADOPTED BY THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH
THIS FOURTH DAY OF MARCH, 2004

KODIAK ISLAND BOROUGH

ATTEST,; Gabrielle LeDoux, Borough Mayor

Oudith A™lelsen\cMC, Botough Clerk

Resolution No. 2004-10

Kodiak Island Borough, Alaska
Page 1 of 1
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Approvel Submitted by: Assembtymembers VON GEMMINGEN,
Shamberg, Taylor, Tesche, Tralni, Tremaine,
Date: A Van Etten, and Whittle
Prepared by: Department of Assembly
For reading: April 13,2004

ANCHORAGE, ALASKA
AR NO. 2004-91

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING AND URGING
PASSAGE QF HOUSE BILL NO. 431, "AN ACT RELATING TO THE MUNICIPAL DIVIDEND

PROGRAM; AND PROVIDING FOR AN EFFECTIVE DATE"

WHEREAS, State Revenue Sharing has continued to diminish and, most recently, the
Municipality of Anchorage - along with other cities in Alaska - has completely lost both State Revenue

Sharing and Safe Communities funds; and

WHEREAS, recognizing that municipalities and local communities deliver direct services of
a critical nature, Representative Carl Moses introduced House Bill 431 to establish a Municipal
Dividend Program to assist in providing for the safety and welfare of the people of Alaska; and

WHEREAS, establishment of this Program would empower local governments by allowing
them to decide how to best spend the funding; and

WHEREAS, through his plan, surplus earnings of the Permanent Fund would be provided
annually to municipalities after inflation proofing the fund and distributing the annual dividend; and

WHEREAS, the distribution would be determined by population and a per head allocation
based on the number of local PFD recipients at $250 per person and, in the event that earnings
decline, the annual distribution would be reduced on a pro-rata basis; and

WHEREAS, based on the 2003 dividend distribution, a total 156,597 adult and 60,741 child
applications were received which, if all applications qualified, could have resulted in Anchorage
receiving roughly $54.3M through a Municipal Dividend Program.

NOW, THEREFORE, the Anchorage Assembly resolves:

Section 1: That this body supports and urges passage of HB431 or similar legislation
providing for a Municipal Dividend Program.

41
42 Section 2: That copies of this resolution be forwarded to the Governor and Alaska State

43 Legislature immediately upon passage and approval.

45 PASSED AND APPROVED by the Anchorage Assembly this/3 ~ ~ day of

46  2004.

a7

48

49

50

51 VITEST:
52

53

55
56  /tunicipal Clerk
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AMENDMENT

OFFERED INTHE HOUSE BY REPRESENTATIVE SALMON

TO: HB 28

Page 1, line 1, following "program™:
Insert "that provides for payments to municipalities and for appropriations to

benefit certain unincorporated communities"

Page 2, lines 10 - 12:
Delete all material and insert:
Sec. 29.60.820. Community dividend fund. There is established in the
department the community dividend fund consisting of money transferred to the fund

under AS 37.13.145(e). Money in the fund may be appropriated each year to benefit

communities. Nothing in this section dedicates money in the fund for a specific

purpose.
Sec. 29.60.830. Amount of community dividend.

The amount of the
community dividend for a fiscal year equals $250 for each resident of a community.
The population of each community shall be determined annually by using the latest
numbers of permanent fund dividend recipients or other population data that, in the
judgment of the department, is reliable.
Sec. 29.60.839. Definitions. In AS 29.60.800 - 29.60.839,

(1) "community" means a place in the unorganized borough that is not

incorporated as a city and in which 25 or more persons reside as a social unit;
(2)  "municipality" has the meaning given in AS 29.71.800 and

includes an Indian reserve organized under federal law that existed before enactment

of43 U.S.C. 1618(a) and is continued in existence under that subsection."
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Page 2, lines 17 - 18:
Delete ", or the balance in the earnings reserve account, whichever is less"

Insert ""'under AS 29.60.810, and shall transfer from the earnings reserve accoun' to the

community dividend fund established under AS 29.60.820 the amount needed to fund the

community dividend for the next fiscal year under AS 29.60.830. If the amount in the

earnings reserve account is not sufficient to fully fund transfers, under this subsection, the

amount available shall be distributed to each of the funds on a pro-rata basis"



Community
Akiachak
Alatna

Arctic Villaae
Atmautluak
Beaver

Bia Delta
Birch Creek
Central
Chalkvitsik
Cheneaa Bav
Chistochina
Chitina

Circle

Central
Cooper Center
CoDDerville
Crooked Creek
Deltana

Dot Lake

Dot Lake Villaae
Drv Creek
Eaale Villaae
Edna Bav

Elfin Cove
Four Mile Road
Gakona
Glennallen
Gulkana

Healv Lake
Hollis

Hvder
Kasialuk
Kennv Lake
Kipnuk
Klukwan
Koliaanek
Konaiaanak

Pop.
618
32
146
285
67
736
43
102
84
81
101
118
99
102
445
201
147
1777
29
33
105
68
44
26
33
222
548
106
34
165
83
526
392
660
119
187
411

Incorp_Type
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated

Borough
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
IJnorganized
Unoroanized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized

Reg_Native_Corp
Calista Corporation
Doyon, Limited
Doyon, Limited
Calista Corporation
Doyon, Limited
Doyon, Limited
Doyon, Limited
Doyon, Limited
Doyon, Limited
Chugach Alaska Corp.
Ahtna, Incorporated
Ahtna, Incorporated
Doyon, Limited
Doyon, Limited
Ahtna, Incorporated
Ahtna, Incorporated
Calista Corporation
Doyon, Limited
Doyon, Limited
Doyon, Limited
Doyon, Limited
Doyon, Limited
Sealaska Corporation
Sealaska Corporation
Doyon, Limitt 1
Ahtna, Incorporated
Ahtna, Incorporated
Ahtna, Incorporated
Doyon, Limited
Sealaska Corporation
Sealaska Corporation
Calista Corporation
Ahtna, Incorporated
Calista Corporation
Sealaska Corporation

Bristol Bay Native Corp.

Calista Corporation

REG_NATIVE_NONPROF

Assoc, of Village Council Presidents
Tanana Chiefs Conference

Tanana Chiefs Conference

Assoc, of Village Council Presidents
Tanana Chiefs Conference

Tanana Chiefs Conference

Tanana Chiefs Conference

Tanana Chiefs Conference

Tanana Chiefs Conference
Chugachmiut

Copper River Native Assoc.

Copper River Native Assoc.

Tanana Chiefs Conference

Tanana Chiefs Conference

Copper River Native Assoc.

Copper River Native Assoc.
Kuskokwim Native Association
Tanana Chiefs Conference

Tanana Chiefs Conference

Tanana Chiefs Conference

n/a

Tanana Chiefs Conference

n/a

n/a

Tanana Chiefs Conference

Copper River Native Assoc.

Copper River Native Assoc.

Copper River Native Assoc.

Tanana Chiefs Conference

n/a

n/a

Assoc, of Village Council Presidents
Copper River Native Assoc.

Assoc, of Village Council Presidents
Central Council Tlingit & Haida Indian 1
Bristol Bay Native Association
Assoc, of Village Council Presidents

House

38

38

w

w W w
0 Y9

$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000



Kwiaiilinaok
Lime Villaae
Livenaood
Manlev Hot SDrinas
McCarthv
Mendeltna
Mentasta Lake
Minto

Naukati Bav
Nelchina

New Allakaket
Newtok
Nikolski
Northwav
Northwav Junction
Northwav Villaae
Oscarville
Paxson

Pitkas Point
Port Clarence
Port Protection
Portaae Creek
Red Devil
Silver SDrinas
Slana
Sleetmute
Stevens Villaae
Stonv River
Takotna
Tanacross
Tatitlek

Tazlina

Tetlin

Tok

Tonsina
Tuluksak
Tuntutuliak
Tununak

361
34
29
73
66
73

139

207
107
61
34

308
36
106
71
89
57
40
105
27
47
49
35
111
110
78
76
54
47

137

108
170

129

1439
84

470

398

328

Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated
Unincorporated

Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized
Unorganized

Calista Corporation
Calista Corporation
Doyon, Limited
Doyon, Limited
Ahtna, Incorporated
Ahtna, Incorporated
Ahtna, Incorporated
Doyon, Limited
Sealaska Corporation
Ahtna, Incorporated
Doyon, Limited
Calista Corporation
Aleut Corporation
Doyon, Limited
Doyon, Limited
Doyon, Limited
Calista Corporation
Ahtna, Incorporated
Calista Corporation

Bering Straits Native Corp.

Sealaska Corporation
Bristol Bay Native Corp.
Calista Corporation
Ahtna, Incorporated
Ahtna, Incorporated
Calista Corporation
Doyon, Limited
Calista Corporation
Doyon, Limited
Doyon, Limited
Chugach Alaska Corp.
Ahtna, Incorporated
Doyon, Limited
Doyon, Limited
Ahtna, Incorporated
Calista Corporation
Calista Corporation
Calista Corporation

Assoc, of Village Council Presidents
Kuskokwim Native Association
Tanana Chiefs Conference

Tanana Chiefs Conference

Copper River Native Assoc.

Copper River Native Assoc.

Copper River Native Assoc.

Tanana Chiefs Conference

n/a

Copper River Native Assoc.

Tanana Chiefs Conference

Assoc, of Villa -9 Council Presidents
Aleutian/Pribilof Islands Assoc.
Tanana Chiefs Conference

Tanana Chiefs Conference

Tanana Chiefs Conference

Assoc, of Village Council Presidents
Copper River Native Acsoc.

Assoc, of Village Council Presidents
Maniilag Assoc.

n/a

Bristol Bay Native Association
Kuskokwim Native Association
Copper River Native Assoc.

Copper River Native Assoc.
Kuskokwim Native Association
Tanana Chiefs Conference
Kuskokwim Native Association
Tanana Chiefs Conference

Tanana Chiefs Conference
Chugachmiut

Copper River Native Assoc.

Tanana Chiefs Conference

Tanana Chiefs Conference

Copper River Native Assoc.

Assoc, of Village Council Presidents
Assoc, of Village Council Presidents
Assoc, of Village Council Presidents

39
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$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000



Twin Hills
Venetie
Whale Pass
Willow Creek

67
188
81
179

Unincorporated
Unincorporated
Unincorporated
Unincorporated

Unorganized
Unorganized
Unorganized
Unorganized

Bristol Bay Native Corp.
Doyon, Limited
Sealaska Corporation
Ahtna, Incorporated

Bristol Bay Native Association
Tanana Chiefs Conference
n/a

Copper River Native Assoc.

$10,000
$10,000
$10,000
$10,000
$790,000



For Additional information: Date: March, 2005
Kevin Ritchie 586-1325 Kevin@akml.org

Communities form the heartand culture of Alaska. Cities and boroughs
provide the most public service at the lowest price ofany level of
government. They protect the State from liability and reduce the cost to

the State of providing basic public services to state residents.

1. High oil prices hurt com munities: Every $1 increase in the price of
a barrel of oil =
¢ $65 million of new revenue per year for the State government,
¢ But $20 million of new costs to Alaskan cities and boroughs,

schools, businesses, other organizations, and families (based on

federal fuel usage figures for Alaska).

2. Small cities disintegrating:
Per State DCCED, this year outof 94 small cities:
O 9 cities no longer functioning
d 17 more cities in deep debt
O 39 more cities have terminatedkeylocal services this year (e.g.
police, road/utility/facility maintenance)
Per AML Joint Insurance Association:
O 10 cities insurance canceled
O 33 cities on month to monthpavments due an inability to pay
Uninsured communities place a huge liability on the State, far in

excess ofthe costofa municipal revenue sharing program.

3. Rural out-migration/Im pacts of increasing decline of rural public
services:

¢ Out-migration of Alaska Natives from their homes in rural Alaska

has accelerated over the last 30 years. In the last decade, 11,011

Alaska Natives (nearly 10% of the rural population) migrated to

urban areas. (UA - ISER “Status of Alaska Natives 2004”)

4. Rural Alaska Fuels the Urban Economy
¢ An estimated 20% of the urban job base directly or indirectly

depends on trade and services to other parts of Alaska. (Alaska’s
Economic Links - Gross and Assoc, Chase Economics, Northwest Strategies, 1998)


mailto:Kevin@akml.org

Status Update (3/1/05)

Municipal Governments
(DCCED Division ofCommunity Advocacy)

There are 20 first class and 113 second class cities in Alaska. These municipal governments are
responsible for providing core services to the residents in those communities. The revenue they receive
to provide these services is categorized in to three classes. Locally generated revenue is a category and
includes sales taxes, profits from gaming operations, user fees from services, rental ofbuildings and
equipment and administrative fees from management of grants. Grant revenue as a second category is
frequently used to provide sociai services, or assist in paying for governmental services such as police.
A third category of funding for municipalities is state-shared revenue. This includes Payment in Lieu of
Tax (PILT), Shared taxes (fish tax, telephone coop taxes), and up to the past year Revenue
Sharing/Municipal Assistance/Safe Communities/Temporary Fiscal Relief Payment.

In the past few years we have seen a reduction in funds distributed to municipalities at the same time as
an increase in cost through higher insurance premiumes, fuel costs (and thus transportation costs), and
retirement plan costs. This set of circumstances has put many municipalities in hard financial times.

In examining the financial status of municipalities we can break them out into several categories:
» Closed down or transferred operations to another entity;

« Accrued significant debt or financial problems yet to be dealt with; and,

e Struggling with financial situations or have made significant reductions to core services.

Getting situational reports that can be used to evaluate the financial health of every municipality is
extremely hard. While the communities in the first and most financially distressed category are
relatively easy to define, it is likely that there are additional communities in the other two categories that
we are not aware of.

Closed down or transferred operations to another entity,
Currently there are 9 municipal corporations in the State of Alaska that have ceased day to day
operation. These nine are Ahkiok, Kiana, Kivalina, Kupreanof, Mekoryuk, Nikolai, Platinum,
Quinhagak, and Russian Mission. Two of these cities, Kiana and Quinhagak continue to maintain a
shell of a municipality (no employees, but hold elections and joint council meetings) in order to
maximize revenue coming into the community.

Closed down or transferred operations to another entity (9 municipalities)
Ahkiok Kiana Kivalina Kupreanof
Mekoryuk Nikolai Platinum Quinhagak
Russian Mission

Accured significant debt or financial problems yetto be dealt with.

There are 18 communities that we know about that have extreme managerial or financial problems.

These problems are severe enough that they could be considered to be insolvent. The problems

include:

- Not completing the basic function of municipal government including holding elections, holding
regular council meetings, or adopting a yearly budget,

- Large debt to vendors, including; the DIS, fuel companies or the state for delinquent fuel loans, or
insurance companies,



- Operating without workers compensation insurance,

- Having lawsuits filed against them (or unpaid judgements) and not able to afford legal council,

- Having to transfer operation of water/sewer to other entities in order to eliminate expenditures.
Sanitation is considered a core service that is almost always the major capital investment made by
state and federal agencies in the community. Remaining services provided by city are minimal.

Accured significant debt or financial problems yet to be dealt with (17 municipalities)

Allakaket Buckland Chevak Goodnews Bay
Grayling Holy Cross Hydaburg Lower Kalskag
Napaskiak Nunam lqua Pilot Point Point Hope
Saint George Shageluk Shishmaref Toksook Bay
Upper Kalskag Wales

Struggling with financial situations or have made significant reductions to core services.
There are 39 communities that we know about that have significant financial problems. These
problems could become severe enough in the next 24 months to cause closure of the city
administrative offices and result in the financial insolvency of the municipality. These municipalities
have already eliminated a core governmental service. The problems include:
- Eliminate core municipal services such as police protection, closure ofwasheteria, or elimination

of road maintenance due to lack of available funds,

- Large PERS debts from terminating from the PERS program,
- Large ERS debts or default fuel loans to the Alaska Energy Authority,
- Significantly behind on payment for insurance or fuel.

The following listing of municipalities by category of distress is based upon evidence provided from
various sources to the Division’s Local Government Specialist staff. There is no way to completely and
accurately predict the future. These are estimates of the municipalities we believe to be in various levels
of financial distress.

Struggling with financial situations or have made significant reductions to core services (39
municipalities)

Akiak Alakanuk Ambler Anaktuvuk Pass
Angoon Atquasuk Chignik Chuathbaluk
Clark’s Point Diomede Eek Emmonak
Gambell Golovin Hooper Bay Kaktovik
Kobuk Kotlik Koyuk Koyukuk
Mountain Village Napakiak Nightmute Noorvik
Nuigsut Old Harbor Pelican Pilot Station
Port Lions Ruby Saint Michael Scammon Bay
Selawik Shaktoolik Shungnak Teller

Tenakee Springs Togiak Wainwright



General Rural Alaska Conditions
Extremely High Costs e.g. Gas at $5.15 a gallon
Extremely High Unemployment e.g. Unemployment at 50% or more

Virtually No Property Tax Base e.g. All of Ambler is assessed at $3.5 million (i.e.
low values and much non-taxable land.)

Low revenue from sales tax e.g. Despite the fact more cities have sales tax and
many are raising it, it won’t save them. Each 1%of
sales tax in Ambler nets $7500/year.

Very Strong Stable Communities Most rural communities have existed from hundreds
to thousands of years.

Impacts of the loss of State support

State impacts of loss of insurance It appears that the State is the logical “deep pocket”
for losses of uninsured cities in the Legislature’s
Unorganized Borough. One loss could exceed the
cost of a revenue sharing program.

Statewide economic impacts Rural residents are moving to urban areas in
accelerating numbers while urban jobs serving rural
Alaska are declining. Currently an estimated one
out of five urban jobs directly or indirectly serve
other regions in Alaska. Rural communities attract a
large amount of federal and foundation resources
that cycle through urban economies.

Statistics to date
Per State DCCED,
O 9 cities no longer functioning
O 17 cities in deep debt that they are unlikely to be able to repay
0O 39 cities have terminated key local services this year (e.g. police,
road/utility/facility maintenance)
Per AML Joint Insurance Association:
0O 10 cities insurance canceled
O 33 cities on month to month payment plans due an inability to pay

Conclusion
Alaska faces the loss of halfits city governments. Unlike an occasional western U.S.
boom town that becomes a ghost town, this represents a growing widespread loss of
historically stable and culturally rich communities.



January, 2005
Local Government Issue Paper

Alaska’s Small Cities in Crisis

In 2003, there were 94 cities with annual local government operating budgets under
$300,000 per year, and averaging $164,000, to provide public services for an entire
community (according to State figures, DCED). From 2003 to 2005, those 94 cities (outofa
total of 146 cities in Alaska) lost an average of approximately 42% of the revenue

required to provide basic public services. The crises are due to massive State cuts to
cities at a time of skyrocketing local costs and economic downturns. In 2004, Alaska
became one of two states that eliminated its local government revenue sharing
programs. Most small rural cities operate in a cost effective manner with many part-time
or volunteer positions. However, most of Alaska’s small rural communities have very
little local tax base due to cash poor subsistence economies.

2003 Average Operating Budget for two thirds of AK Cities $164,000

Examples of Approximate 2003-04 Cuts/cost increases: -($69,000)
2003 State Cuts to Revenue Sharing/Match Grants -($10,000)
2004 State Eliminates Revenue Sharing -($40,000)
Fuel/electricity/goods rise due to oil prices -($7,000)
Community insurance increases -($6,000)
State mandated increases (PERS) -($4,000)
New state inspection fees, service transfers, etc. -($2,000)

Growing Impacts of Less of Revenue Sharing, etc.

It is difficult to know the status of small rural communities. Few that fail have the
administrative capacity to take steps to formally dissolve. They simply layoff their
employees, cease being able to hold elections, cancel insurance for community facilities,
stop providing services, etc. In some cases tribes or other organizations take over key
government services.

As of last month, the following cities have either been unresponsive to contacts by the
State, have not held local elections, entered into an agreement with a tribe to assume
city responsibilities, or contacted the State regarding formal dissolution: Akhiok,
Ambler, Chevak, Holy Cross, Hughes, Kiana, Kivalina, Koyukuk, Lower Kalskag,
Napaskiak, Nikolai, Platinum, Russian Mission, Scammon Bay. Additionally, 10
cities or more have had their insurance canceled for lack of payment to date, and
approximately 33 more cities are on month-to-month payment plans because they can't
afford the premiums currently.

While it is too early to say how many cities have ceased operations, a great number are
unguestionably in peril. The loss of publ’; safety, transportation, and other key local
services is having a huge negative impact on the people of Alaska.

Alaska Municipal League, 213 Second St, Juneau, AK 99801 (907) 586-1325
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City of Ambler
P.0.Box 09
Ambler, Alaska 99786
Phone (907) 445-2122/Fax (907) 445-2174
fit, (IWdvkcFiWw

E-mail cityofamblerak@ Yahoo com <maiUo:cityofamblerak@,Yahoo.com>
w/

?>% 1Jkn

February 15, 2005 - -
jMPAIL-

Senator Gary W ilken /oy I
State Capitol Rm. 518 o tejko. 10JX, *k;
pMCApiITft

Juneau, Alaska 99801 .
%dor,cotfK

RE: Senate Bill 98 " Supplemental appropriations, Fast Track Bill"

To: Senate Finance Com mittee, . ,
f&UifdaWw

The City of Ambleris very much interested in receiving money from the Governor's Supplemental

and Capital Appropriations Bill. We are struggling to keep things running. W e had to reduce

insurance coverage to a minimum We dropped our VPO position because we couldn't afford the

insurance coverage so we are completely dependent on the state troopers and our one VPSSO,

which puts a lot of pressure on one person to be available 24/7. Our insurance isone ofour

highest expenses at over $22,000 per year. Last year it was over S30.000. W e are struggling to
sales costs but we won't see any

keep up with the insurance payments. W e need to raise our 3%
There is a

increase in revenues from that for a while and the public needs to vote on that also.

high unemployment rate in our village so rising costs are a hardship on everyone.

W e need a dependable fuel supply. Our local fuel project runs out every 3-4 weeks and we have

had to borrow fuel from AV EC from our other buildings and heavy equipment, and haul fuel from

other villages to keep our water plant heated. W e have 2200 gallon tanks to help us through the

scarce times but we need to have a little more storage capacity and also some help in offsetting
The Borough is trying to work on this problem but right now we could

the high cost of fuel.
Gas is S5.15 per gallon and

really use some help in meeting the high costs of fuel in our area.

stove oil is $4.95 per gallon.

The costs of keeping our water and sewer plant running and also keeping up with maintenance of

our heavy equipment is a challenge. Our heavy equipment rentals brings in necessary revenues

during construction projects but the cost in keeping it lunning keeps going up and maintenance is
high, as well as fuel. The cost ofshipping in parts for our water/sewer project and heavy
isone ofthe highest in the state, which makes the cost ofeverything go

equipment, and fuel, etc.
| was told yesterday one resident paid as

up more so here than in many other parts of the state.
much as $1.75 per pound for freight on groceries in order to have something fresh.
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Additional revenue at this time would be a God send to our village and would be a huge help to
get us thru this difficult time while we figure out other possible options for dealing with our rising
expenses.

Thank you for considering our village for receiving these additional funds. We would greatly
appreciate this additional revenue for helping to operate our city at this time.

Most sincerely,

cC: file



City of Aleknagik
P.O. Box 33. Main Street
Aleknagik.Alaska 99555-0033
Phone: 907-842-5953 OR842-2528
_ Fax:907-842-2107
Email: sitvalekffinuglucl.coin

n LKIVMEK
January 27. 2005 .Huu"UmBiA

Governor Frank Murkowski
Office of the Governor
Mail Stop 0001

Juneau, AK 99801

RE: Reinstatement ofthe Revenue Sharing Program
To the Honorable Governor Murkowski:

The community of Aleknagik, Alaska would like to see the reinstatement of the state’s
revenue sharing program for municipalities. Many communities in Alaska are hurting
financially due to the state’s budget cuts for the revenue sharing program and the capital
matching grants. A reinstatement of the revenue sharing program would help to provide
a minimum of service and public safety to the neediest communities.

The legislators need to look at “level of service” not “dollar amount” in determining
equity between the urban and rural communities. The cost of goods and services is
higher in rural communities, so their need for funding is greater just to provide basic
services. Please look at level of service, not cost, to determine what is equitable.

In response to the budget cuts, the City of Aleknagik has made cuts to its budget, and is
working on increasing revenue. The City has a sales tax that does help to fund local
government services. In addition, the City has cut back on employee’s hours, meeting
fees, senior transportation services, non-essentials, defer maintenance, and defer
equipment upgrades.

The result of the City’s budget cuts is a lower level of services and public safety. That in
turn means that the personnel do not have enough time to provide an adequate level of
service, and the buildings and equipment are in various stages of disrepair, so the airport
is not always open, or the roads are not always maintained. This could be a disaster in
the event of an emergency where someone needs to be Medivaced or we need to get a fire
truck to someone’s house. So ifyou live in a community where EMS and Fire services
are available 24-7-365, remember that these basic services are not always available in the
villages.



JOINT RESOLUTION
RESOLUTION 05-01

A JOINT RESOLUTION OF THE COUNCILS OF THE CITY OF ALEKNAGIK, ALEKNAGIK
TRADITIONAL COUNCIL, AND BOARD OF DIRECTORS OF ALEKNAGIK NATIVES LIMITED
SUPPORTING REINSTATEMENT OF THE STATE’S REVENUE SHARING PROGRAM FOR
MUNICIPALITIES.

WHEREAS, Aleknagik Natives Limited, Aleknagik Traditional Council and the City of Aleknagik
executed a Memorandum of Understanding on October 29, 2000 to recognize areas of mutual concern
and support, and to establish a framework for cooperative relations and communication for the benefit
of the community of Aleknagik asa whole as the desire of the tliree entities is to cooperate concerning
legal and political matters inherent in their relationsliips to one another, and,

WHEREAS, the City of Aleknagik, Aleknagik Traditional Council and Aleknagik Natives Limited are
representative of the community and are hereafter known as “The Councils”; and,

WHEREAS, due to fiscal problems for cities since the revenue sliaring program was cut from tire state
budget, The Councils se a need to reinstate the state’s revenue sharing program for municipalities;
and,

WHEREAS, the recent state oil revenue “windfall,” should be sliared with communities to offset negative
fiscal impacts. The increased oil revenue benefits the state, while local governments, businesses, and

families are effected with liigher prices for heating fuel and transportation.

NOW THEREFORE BE IT RESOLVED tliat The Councils support the reinstatement of the state’s revenue
sharing program for municipalities using the state’s budget windfall as a source of funding to get it started.

BE IT FURTHER RESOLVED that the Governorand Legislature are urged to restore the revenue sharing
program funding as a part of the long-range fiscal plan for the state.

PASSED AND APPROVED on the 20th day ofJanuary, 2005 by a duly constituted quorum of the Council
of the City of Aleknagik, the Aleknagik Traditional Council and Board of Directors of Aleknagik Natives
Limited at a public meeting hosted by Aleknagik Natives Limited.

Nina Tinker, Secretary, Aleknagik Natives Limited

SIGNED:

ATTEST!

SIGNED:

ATTEST:

Resolution 05:01
Page 1of1
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C ity ofBrevig M ission

(Nprtfi Tutu Street
Brevig Misson Mis™a
99785-5021
Tfume/Ja™ (907) &42-3XS1

February 18,2005

Attn: Senator Donald Olson
State Capita]

ineat; Alaska 99801-118

Dear Senator Olson:

Greetings! 1am writing to express my support for Governor Frank Murkowski’s Supplemental and Capita)
Appropriations Bill. As Mayor for the City of Brevig Mission | support the section of the bill that addresses “Small
City Energy Assistance” and the Governor’s effort to provide assistance and avoid the growing crisis in rural
communities such as Brevig Mission.

However, lalso want to express continued support for a long-term solution such as “Community Revenue Sharing.”
We need such assistance to operate and maintain insurance, water & sewer services, and emergency services such as
fire protection & search and rescue. The City t.fBrevig Mission isthat “Point of Light" in this community that
connects it to the support and services that the State of Alaska is seeking to provide to its citizens. Therefore, it is
my hope that you will beseech the Senate Finance Committee on behalfofthe Community of Brevig Mission
saying, “Don’t let the light go out!”

Thank you for your efforts to represent our community on this important issue.

Sincerely:

Brian Crockett
Mayor, City of Brevig Mission

Cc Governor Frank Murkowski
Cc State Representative Richard Foster
Cc Alaska Municipal League
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CITY OF CLARKS POINT
P.O. BOX 110
CLARKS POINT, ALASKA 99569
PHO. (907) 236-1221
FAX (907) 236 1412

FEBRUARY 15,2005

TO THE SENATE FINANCE COMMITTEE;

HELLO, WE ARE WRITING THIS LETTER TO EXRESS OUR CONCERNS
TOWARDS THE “ SMALL CITY ENERGY ASSISTANCE” BILL.

WITH THE LOSS OF TOE REVENUE SHARING AND OTHER CUTS. US SMALL
COMMUNITIES ARE BARELY MAKING IT. THE HIGH COST OF FUEL TO HEAT
AND PROVIDE ELECTRICITY TO RESIDENTS IS GETTING CRUCIAL.

SO WE ARE 100% IN FAVOR OF YOUR PASSING THE “SMALL CITY ENERGY
ASSISTANCE” APPROPRIATION.

THIS WILL HELP US MAKE IT THROUGH ANOTHER YEAR.

THANK YOU,

THE CLARKS POINT CITY COUNCIL



FEB-14-2005 12:30 PM

CITY OF DEERING
Small City Energy Assistance appropriation
The money appropriated from the Small City Energy Assistance
would help the City of Deering's costs with high cost of fuel and the
increase of our insurance for 2005 year. Our community has been
impacted by the State Revenue Sharing Budget cut, the City has
had to cut down on 2 jobs at the City Office, 3 jobs at the
W asheteria due to no funding to pay for such, also the fuel costs

has gone up this year, which is effecting the whole community.

State Revenue Sharing:

City of Deering W. State Revenue Current w/o state Rev
Budget: $325659.00 Budget: $264497.00
Profit/Loss: $12384.00 ProfH/Loss: - $48778.00

Our community facilities has had to have a budget cut in all
areas, which includes the City Office which is in need of an
Administrator and the facilities in need of repair, the Cable
which is In need of,upgrades/repaw, the Washeteria which is
in need of two certified operators for the safety and health
of our community water, a attendant to run the Washeteria
on a daily hasis and the up?rades that need to be done on
our sewer system in order to have safe water to deliver to

our community,
Submitted by:
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City of Delta Junction

P.0. Box 229. Delta Junction. Alaska 99737 W ool o
Ph 907-895-4636 Fax 907-895-4375 efcome to the
www.cl.delfa-juncNon.ak.us
cHyQcl.detta-junction.ak.us

endlv Frontier

February 15, 2005

Attention: Alaska Municipal League / Alaska Senate Finance Committee
REF: Hearing on Governor’s Supplemental and Capital Appropriations Bill

SUB: “Small City Energy Assistance”

Currently Diesel Fuel at the pump costs S2.17 while in Fairbanks that price is $2.01 per gallon and regular
gasoline is $2.19 in Delta Junction with Fairbanks prices at $1.96 to $2.03 per gallon. It was reported last
week that gasoline in Anchorage could be brought at $1.76 per gallon.

The small population centers in the State of Alaska could use the Governor appropriation to help defray the
increase costs in shipping, insurance, and energy these past several years.

The City of Delta Junction has experienced large increases in operational costs.
HEATING OIL IS (JP 5X%.
DIESEL FUEL IS UP 38%.
GASOLINE COST IS UP 24%
ELECTRICITY IS UP 8%.

The above costs are increases for the local area. They are not compared with other inenopolitan sites in die
State of Alaska.

Other costs increases have been in insurance - health, general liability, worker compensation.

Health insurance costs for a single person increase 15.53% in FY 2004 and up again 10.25% in FY 2005.
Family insurance coverage increases 15.52% in FY 2004 and was up 14.20% in FY 2005.

General Liability insurance costs were up 52% for FY 2004 but favorable down 19% for FY 2005. This is
the only costs showing a decrease.

Worker Compensation insurance overall average a 27% increase for FY 2005.

Therefore, the City cf Delta Junction with a population base under 1,000 people, the Governor “ Small City
Energy Assistance” appropriation would be gTeatly appreciated.

Sincerely,
City of Delta Junction

David S. jftmmt
Finance Officer
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CITY OF EEK
P.O.SOX 09
EEK, ALASKA 99578
PHONE #907-536-5129

DATE: FEBRUARY 14,2005

TO: THE SENATE FINANCE COMMITTEE

FR: MAYOR TERESA JACKSON, CITY OF EEK

RE: SUPPLEMENTAL APPROPIATION FOR SMALL COMMUNITIES

TO WHOM IT MAY CONCERN, WE, THE CITY OF EEK, ARE REQUESTING THAT
THIS BILL BE PASSED, SINCE IT IS NEEDED BY ALL COMMUNITIES IN RURAL
ALASKA. IF THIS DOES NOT PASS, SMALL COMMUNITIES, LIKF EEK, WILL

HAVE MAJOR PROBLEMS, WITH REGARDS TO STABILITY, FOR SERVICES
PROVIDED TO C JIMMUNITY. WITHOUT AID FROM THE STATE, MANY OF OUR
SERVICES WILL BE CUT IN THE NEXT FISCAL YEAR, WHICH W»LL BE IN ABOUT
4 MONTHS. IN THE LAST COUNCIL MTG, CUTS WERE DISCUSSED, IN THE AREA
OF POLICING, CUSTODIAL AND ROAD MAINTS. MOST OF THE EMPLOYEES,
ALREADY, WORK LESS HOURS, THAN NORMAL PRESENTLY WE HAVE ONE
VILLAGE POLICE OFFICER THAT WORKS 6 HOURS PER DAY, WHICH WILL BE
CUT TO 3 HOURS PER DAY, IN THE NEXT FISCAL YEAR. IN THE PAST THE CITY
HAD 2 POLICE OFFICERS THAT WORKED 6 HRS A DAY BUT DUE TO CUTS TO
STATE REVENUE SHARING,WE NOW HAVE ONE, WHICH LEAD TO A HIGH
TURNOVER RATE FOR POLICE PERSONNEL SINCE JULY OF LAST YEAR, THE
CITY HAD REPLACE VPO’S THREE TIMES IN THAT SPAN. NONE OF THEM WERE
NEVER FIRED, ALL QUIT, STATING, THAT IT IS TOO HARD TO WORK ALONE.

WE, THE EEK CITY COUNCIL FEEL ANY CUTS TO OUR PRESENT WORK FORCE
WILL CRIPPLE OR HINDER SERVICES THE CITY PROVIDES TO THE COMMUNITY.
PLUS, THE HIGH COST OF FUEL AND FREIGHT COST SHOULD BE CONSIDERED
BY YOU, THE COMMITTE, IN MAKING YOUR DECISION.

ANOTHER ASPECT TO CONSIDER IS THE SITUATION IN CHEVAK, AKrTHERE
WILL BE A NUMBER OF COMMUNITIES THAT WILL HAVE THE SAME PROBLEMS,
IF THIS BILL IS NOT PASSED BY YOUR COMMITTEE. A STATE OF EMERGENCY IS
ON THE HORIZON FOR RURAL ALASKA, IF THIS BILL IS NOT CONSIDERED OR
PASSED BY YOU THE COMMITTEE.

SIGNED:
TER *

TO® 333 30 AllO TUS9CSZ06T YV3 8C:TT SOOZ/frT/ZO
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INCORPORATED 1959 Telephone (907) 661-2479 or 2379

Fon Yukon, Aluk» 99740

Poit Office Box 269

Senate Finance Committee February 18, 2005
State of Alaska
Juneau, AK

Dear Senator,

Much of our budget,has to go towards the extreme high cost of heating fuel,
which is necessary to keep our water system working. Yes, our lifestyle has
improved since we have had piped water, yet this system is expense to operate
to prevent the pipes from freezing for the water lines must be continuously
cirailating. Because we are a remote village the fuel Cost is high. We need the
State to assist us so \ye can continue with a healthy lifestyle. This is clearly a
priority for us.

Also, the increase cost of our insurance has not been easy for vis to meet as
well. We need the State to supplement our increased expenses which are
mandatory to operate.

We, the City of Fort Yukon, are proud to be a part of this great strong state.
Please help our community as the loss of the State Revenue Sharing has hurt us
to meet needs. Again, we ask for your support on the Governor’s
Supplemental and Capital Appropriations Bill which includes the Small City

Energy Assistance.

City Manager
Cc: file, AML
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City of Gustavos
m*0.Box 1
Gustavus, AK 99826
Phone: (907) 697-2451

February 16, 2005

Senate Finance Com m ittee
Juneau, Alaska

D istinguished Members,

As the mayor ofthe firstcommunity to Incorporate in Alaska In at least
19 years, and the community with possibly the highestelectrical rates in
the United States, | can assure you thatany monies directed our way will
be used to offset the cost of utilities in the community.

The hydroelectric projectin Gustavus has been a work in progress for
more than a decade. The reason it has moved forward is due to its
ability to pay for itself, but unfortunately, at no reduction in rates to the
end user. Only by seeking outgrants and putting money like this into
the project will the community of Gustavus be able to enjoy electrical
rates more in line with Alaskan communities of like size and

circum stance.

As we all know, one of Alaska’s means ofbringing in additional revenue
is tourism. Tourism in Alaska has made a steady decline for the past
eightornine years, regardless ofthe spin placed on tourism numbers by
the cruise industry. Gustavus is one ofthose areas substantially
impacted by the decline. That decline and the loss ofrevenue sharing
have been instrumental in bringing the community to Its knees. High
fuel costs, high electrical rates and the ever-present dilemma ofthe
community dock keep us in such a state ofrepression, we fear for the
health ofthis small community. Our lIncorporation goal is to bring
Gustavus back into a positive condition where people will be able to live,
work and raise their families mwithout the burden ofsuch a high cost of
living rate. We intend to keep our community's needs small, but will be
unable to do so without the infusion ofthese types of assistance.

City of Gustavus



CITY OF HOUSTON
office of
MAYOR

DALE ADAMS

Subject: Levy Property Tax Exemption.

January 11, 2005
Dear Senator Wilken,

The City of Houston supports a property lax exemption for Seniors and Disabled
Veterans. Wc also feel that the State should reimburse the city. Where this is a mandated
exemption by the state, yet the state does not reimburse the local governments.
Some Seniors incomes rre high and got the ability to pay properly lax. But property taxes
and assessments are rising and is leaving seniors with fixed income the inability to
continue to afford there homes. The City of Houston is leasing about $42,000.00 a year

which is a lot of money for a small city like Houston.

Thank You,

CITY OF HOUSTON * P.O. Box 940027 ¢ HOUSTON. AK * 99094
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City of Marshall

P.O BOX 09 ®»MARSHALL, ALASKA 90585 « (907) 679-6215/6415

February 14,2005

Co-Chairs: The Honorable Senators Green and Wilken
Vice Chair: The Honorable Senator Bunde

Finance Committee Members:
The Honorable Senators Dyson, Stedman, Hoffman and Olson

Re: Senate Bill 98 “Supplemental Appropriations, Fast Track Bill”
“Small City Energy Assistance”

The City Of Marshall’s population currently stands at 384 and a distribution of $50,000
to the City will assist us in purchasing fuel and paying for our insurance costs for the
immediate future. The high cost of fuel this year has put the City in a financial crunch.
Since the State Revenue Sharing Program was eliminated we have experienced a
decrease in services provided to the residents of Marshall.

Thank you for your consideration.

layor

CC: The Honorable Senator Kookesh
The Honorable Representative Salmon
Ms. Kathie Wasserman, AML
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City of M ¢ G rath

PO Box 30
McGrath, Alaska 99627
(907) 524-3825 ~ FAX (907) 524-3536
citvadmin@ mcgrathala3ka.net

February 15, 2005

Governor’s Supplemental and Capital Appropriations Bill
Small City Energy Assistance

Dear Members of the .Senate Finance Committee:

The City of McGrath Is in the same situation as every other small rural community in Alaska.
We've had extraordinary fiscal burden thrust upon us from every direction, starting two years

a owith a sudden and complete elimination of Revenue Sharing and Safe Communities funding
aiong with the cessation of Capital Matching Grants. At the same time, vendor price increases
on diesel and unleaded fuel that is required to keep our basic essential services functioning
within our communities, such as electricity, water, sewer, and road maintenance.

Internally, our operating budget was slammed with dramatic increases in Worker’s
Compensation Insurance, Insurance premiums on our liability, vehicles, buildings and utilities
infrastructure also soared. As with many other villages, McGrath is also dependent on shipping
everything via air or a few commodities such as fuel by barge. These costs have also risen
sharply, adding considerably to every aspect of the living expenses of our residents and to the
cost of providing the services of our infrastructure.

Passing this Supplemental Appropriations Bill will assure the City of McGrath the ability to
prudently sustain basic and essential services that our residents depend on and provide us the
fiscal capacity to meet our existing obligations.

We look forward to hearing news that the Bill has been passed and that our fiscal crisis will be
eased during this last half of FYQ5.

Sincerely,

City Administrator

cc. Alaska Municipal League


mailto:citvadmin@mcgrathala3ka.net
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City of New Stuyahok P.0. Box 10

New Stuyahok, AK 99636
Phone: (907)693-3171
FAX: (907) 693-3176

February 14,2005

Senate Finance Committee

Dear Sir or Madam:

Revenue sharing is vital to the community of New Stuyahok and our children. It has helped
paid our IRS bills, high insurance for our workers, paid for high cost of our oil and gas, helped
maintained our heavy equipment needed for plowing and maintaining the roads esp. with our
new airport being built. Our Head Start bus, school truck, fire truck, ambulance, and
VPSO truck would have a hard time on the road or wouldn’t be able to go on it if we don’t
have the capacity to keep it graded or maintained.

Without it we wouldn’t be able to maintain this place that has about 600 people and growing
rapidly. It is hard enough now to maintain the city and without revenue sharing we would be
back in the stone ages. As of this moment right now it is very difficult to pay for our
electricity, heating oil, phone, and gas. We need this to keep our 2n class city moving forward
and not going backwards.

Thank you very much for your time and please think ofour children and community.

Sincerely,

Randal A Hastings
Mayor City Administrator
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CITY OF NUIQSUT
Post Office Box 89148
Nnigsnt, AK 99789
Pbone 907 480-6727 Fax 907 480-6928

February 1V 2005

The Honorable John Cowdery

Chair

Alaska State Senate Rules Committee
Alaska State Capitol

Juneau, Alaska 99811

FAX: 907465 2069
Dear Senator Cowdery:

The duly elected members of the City of Nuigsut City Council have instructed me to
communicate with yc u and firmly assert their unqualified support for Senate Bill 98, the
Supplemental Appropriations, Fast Track BilL

Alaska is indeed blessed with resource largesse of which many locales can only dream.
Alaska's resources provide healthy economic activity and enviable lifestyles in
metropolitan areas of the state. Those resources, as you well know, are located,
explored, developed, and extracted in areas of the state where amenities are exceedingly
few and far between, where the price of one container of milk compares with the
expense of a bag of groceries in other areas.

The general fund is largely based upon resource revenues. Therefore, it is imperative
that inherent inequities be ameliorated where possible. Senate Bill 98 purports to
address, with general fund monies, the exorbitant cost of utilities in non-metropolitan

areas of the State through energy assistance.

Please afford this bill your unqualified support as it traverses through the committee
referrals and ensure its passage into law. Thank you for your assistance.

Sincerely,

OTY OF NUIQSUT |



FROM : CITY OF OUZ2INKIE PHONE NO. : 90? 680 2223 Feb. 1? 2005 10:27AM PI

CITY OF 01)21NKI1E COUNCIL MEMBERS
SLS Zsck Chlchenofl - Mayor
P.O. Box 109 Alex Ambrosia - Vice Mayor
3,d & C Street Angelina C&mpfisld- Beo/Tree.
. . Sharon Boskof&ky « Member
OUZInklev AK 99644 Danny M. Clarion Sr. aMember

Katherine PanamarloS - Member
Darren Muller « Member

on »
N= O
on >

_ Phone (907) 680-2209
st sl Fax (907) 680-2223

cityofouzinkie@starband.net

February 15, 2005

Senate Finance Committee
State Capitol
Juneau, AK 99801

Dear Finance Committee Representatives;

l am writing to encourage you to take into consideration how important
the Governor’s Supplemental and Capital Appropriations Bill is to every

community in this state.
Asyou know healthy communities can provide services in a more effective

and efficient way that can the state. This only serves to save the state money in
the future. By passing the above bill the communities can then use those funds
to stabilize taxes and provide services.

We are being faced with skyrocketing fuel bills and insurance without the
aid ofrevenue sharing. Communities with high transportation problems, a lack
ofinsurance, exorbitant energy costs, crumbling infrastructure, and
unaffordable shipping rates cannot provide a healthy environment with which to

raise a family.

Sincerely,

Zack Chichenoff
M ayor


mailto:cityofouzinkie@starband.net

O ffice of the Mayor

RO. Box 430

Pilot Point, Alaska 99649
Tel. (907) 797-2200

Fax («J7) 797-2211

Senate Finance Committee February 12,2005
Juneau, Alaska

To Whom It May Concern:

We applaud the Governor's proposal to distribute financir' energy relief to rural
Alaska. The combined impacts of rising fuel prices, declining municipal revenues,
Federal grant opportunities, commercial fisheries disasters, and the overall lack
of economic opportunity in rural Alaska have hit all of us very hard.

In Pilot Point we have had to fly fuel in at $4.66 per gallon for heating oil. The
City cannot in good conscience charge our consumers a price that allows us to
break even, consequently, we are absorbing a loss of over $2.00 per gallon. Any
financial relief at this time would be greatly appreciated.

Sincerely,
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From: Kevin Smith [kevins@ amljia.org]
Sent: Monday, December 22, 2003 8:16 AM

To: Terri McFarland; Tammy White; Rick Gifford; Kevin Ritchie; Karl Short; Joe Evans; Jerome Selby;
Betty Glick; Clement Richards
Cc: Venus Zink; Kevin Ritchie; Betty Jo Svensson; AnnieMcllvain;Sarah Gilbertson

Subject: Budget crunch burdens villages

http://www.adn.com/front/storv/4541566p-4516702c.html

Here's an interesting article from yesterday's paper. Times are tough. Happy Holidays. Kevin

adn.com
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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 o}

struggling to fill the hole in its budget after 3 M P LO Careers
Gov. Frank Murkowski and the Alaska

Legislature axed state aid to cities and Top Jobs

boroughs earlier this year. VieW a” 20 TOp JObS O
They're dousing the streetlights in Huslia Da||y '\IGeOV\/tSO]EEngl[;)gIrwr?é]St 8

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 Nunivak 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.


mailto:kevins@amljia.org
http://www.adn.com/front/storv/4541566p-4516702c.html
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"How does anyone expect the little places to survive?" he asked.
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0 main ror%;r ms Munrcrpa evenue Sharing and afe ommuntres paid
out more 160 million

Although Safe Communities ran S were restrr ted to rgolrce fire, emer ency
srrvrcesorsaBrtatron (r venue arranojoud ¢ spent on almost anyt g

al Was the ZS”yeSSt R moeh Tt

roqr

winter's worth o?dr)ese n or[r)e \(71 fage an

compensation in another, he said.

Nearly_20 years of bud et cuts eroded the two ro s t0 $25 million last
y é/ en that wa e than t\djurt{go zdmant? he vet oed)

N
t/u adrng 1Ior both and torat rr programt Ifunﬁ rf capital projects.

"It is elear to me,' Mu[kowskr wrote to the communrtres "that Alals(kasfrscal

srtuatro ures us all. to mal}]e the touod/h choices. .. de
res os ||t or prioritizing what our governments can do based on what we

rk ws aye the mu cr alities a 0 e par re rieve, s Irttrn $15 mrlron
era s amon utf iscal vear that next Ju
te their qwn. hrougho at IS W ter rtya rnrstrators hd
Co c S are coming to grips wit the ooming snhortfa

Some officials are optimistic.

"We'll just have to_start tightening our belts and watch where oyr mone
%oes Jsard ﬁnda Getz, ctr ?erlkq 8uz?n‘<rse acoastaq vrpage olfJ 286 ne)ar

It will mean making do with old. equipment, scrimping on paper clips and
savrngmhrs ea’ §rant ne sardﬁqtu he cify. haﬁ %vegr taIIPd] abodt raising
taxes; But Quzinkid 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
Patten city manager in Tanana.

The cuts to r duraI communrtreﬁ were shortsighted, Platten said, because rural
Alaska spends Its money In the cities.

Cﬂnce th er the Buh the%have no customers out.here," he said. If
villages shut down, a that money Is not going fo Fairbanks anymore.”

P Murran %rty manager In Hooper Bay. The village of 11?0 on the
Cd Sea c?ast as cut several city positions, incluaing one police officer,

Rura]ae?mmunrtres are less able to coEe than their uH)an cousrns said
ty employees have taken pay cut

and

But raising revenues will be difficult in Hooper B ran said. The city has
% H ﬁsal]es taxmt)utrncreasrng rtwonptyre@/mudr more, "We donnt
ave 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 c.upioyee 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 aren'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 the 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 millionr 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 v - residents will support,” Black said.
"Insurance is one of those costs th r < “esn't immediately provide the local
residents a demonstrated product. . not like buying another policeman."”

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

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

Her village voted down an increase to the 1 percent sales tax, and ytilit
[]ates arg s?v Hast hey can o, ﬁarr said. She ané ottrer CIty emptjoyes

ave cut their hours.

"R r}tnow we're logk ttaxinlg pull-tabs and bingo winnings," she said.
W ave to try to n erent Bvenues.

State officials em thr e with tn]e ﬁrlrn vrlla es, but have Irttle to offer
xcepta vce sa Rofzgn th t esate érest at %antaf dto Operate
ave few c 0ICS, The aér ormalv 1550 vet ely munrcrp
overnment, as sever ﬁge as érstae ent of Native Sovefeignty in
e 1960s orsrmplycoset oors and stop functioning.

ts)gt f municipal grants, Rolfzen said, "We might see a little of both,

But some communities, including Mekoryuk, are. considering a third opion --
rg(tglntrrnge ﬁe city government, qﬂrt turnrrt/g over the admrnrgtratron to Fthe

may offer e best of oth vvorlds said Hultman Kr kun, admrnrsﬁrator of
e Natrve V| ane of Me oryu e cr can eV asa es dtax —It'S Berhcent
now -- and a rant availa Ieo ly to Incorporated cities, whil
tribe can tap era esources

"Havin two e NMents in one s daII vill %e there's a lot of funds bein g
wasted: |m|na e those, and use t tmoney for where |tsne d
ost mt ev e Kro un said. "We need to make'the best use of wha

tIe IS comrngt our village.”

With the ’o
oraloto

Meko e and tribe are still negotiati lokun said.. The tribe.doesn't
want ¢ t I?a%ln,tres t0 Iri%[ gso ehqe sartotI ganﬁ may consider dropping
money sing services [ike cable television.

Me erthe(es the potential merger makes him more optimistic about

ory uure
"Its ot to chan%e " K|r]okun said. "The lead rs have to n erstand tha
unles emae his ¢han e e're %orng 0 estuc with the past, an
possibly lose the services We have

Mek aorKrn rees that 3 merqger is likely, but isn't h about it.
ﬁ % Nl]g villa %oor frtnanc%al coﬁgrrtron onyhe qogoev cPrP I[g?oo ers”
who roughtwater ewer and other services to rural Aldaska

"These people bring thesesgoﬁdt n s, but don't throw in operatm? and

Intenance costs, I 8's 10 wag ‘1 munrcro tles. can Survjye
rﬂ ey cut revenu sharr If we raise funds i eot erljttle vrlages with
L fa we'll just exploit ourselves and make our

gnuenrrlty FE)L(JJorer [)a poo(r]er

Kiana and Koyukuk are also.copsideying city/tribe mergers, and more villages
Foulél ta W rtow that munrcm P?un |Jn§ IS gone Rannd A(\]nthon ao?e a ’
c%rr'rrs]ﬁfta urnhagak city and tribal admirfistréitor who Is now a Anchorage
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gnmel council 0 ers working In a gray area that is B th city

knrc])\?v éd\?v Ia\{V(t)H([H %eb ﬁnelﬁgrm of government," he said. "It's just that nobody

The merger “is not an, ideal arrangement," Caole said. It will create a
f ?tflo to 14 me

And a merqer is not for eve munit said, Some tribes may be
[)e luctant t rBfr ge with thFr?/ IoceT munley pgisy Cltlesr%ﬁng lflttle toy
esfax  wers, an

O%Qalnm%t Wltﬁxc%ﬁ)’& S%e L many tribes are alrea y

ddition, the f ut re tribal f nd|n cer en. Ted Stevens has
sa|3 It JS mcreasm H}Lcuﬁ fo se u (5] %rAFask g 8 eraﬁ]y
(r:%(r:]os n glotrn es as proposed t ey cons der some orm of

In the.meantime, the mergers may be the best option for founderin
munici a? governments, é% Ye Sal(¥ though he chesntsee wlny |tsg

NECESS ry

"l just can't imagine the fate not providing resources to keep their sister
governments aFge v he sa|3 provicing p

Statﬁ officials e1
%n] mun,ccp?me But Jike the state, they!ll have t
ancmgf ocal needs an revenues sa garBatc
commun tH} economic d oamn %at means disso
government because they can , "that's their decision

The Murkow; \< H inistration b lieves rural communities' fate ||e? with Pasw
econo ICS, {ortﬁ f ft ere's an economic base that local people can

seize, t ere's ope uture

E}étgm gggledonly income s state and federal grants, the future looks bleak,

thelr own ways of
N ok
ghe said.

(R mpa etlc to the pl ht Mekorémk 0 2|nk|e and other

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

Daily News reporter Joel Gay can be reached at 1aav&adn.com or at 257-
4310.
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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, but the league confirmed that Juneau is
not one of the 10 cities.

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 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 past when they could count on amunicipal assistance and revenue-sharing check, we'd carry them
until the state checks were cut,” Smith said. 'They can’t pledge zero, so | can't carry them. We carried
them aslong as we could and finally 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 $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.

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 are still considering alternatives. The state this year will have some
veiy 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 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.

Insurance costs have increased substantially, according 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. “We tell
them that's something you have to retain.”

Wednesday. December or, 2004
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10 Alaska communities forgo insurance
Friday, December 03,2004 - Staff and Wire Reports

JUNEAU-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 atiocted.

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

The dty 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 rates down," he said. He
said the news that some communities might be dropping out and making the pool smaller is tre bling.

"That's kind of 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 districts.

Thompson said Fairbanks received notice that its workers' compensation coverage through the AML would increase by 12
percent effective July 2005. The AML requires six-months' notice for dropping out of its program. The mayor did send a letter
of tentative notice to the AML Thursday, he said, but he emphasized that the letter is standard procedure to allow the city to
shop for other carriers and the city has no intention of 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
cor.tinually make sure they're saving as much money as possible."

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

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 past when they could count on a municipal assistance and revenue-sharing check, we'd carry them until the state
checks were cut," Smith said. "They can't pledge zero, 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 $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 app ove $6.8 miillion in aid for about 125 small, rural communities.

The progiam would provide $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.

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. "Wii are still considering alternatives. The state this year will have some very important
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W\Est News

Ten Small Alaska Communities Drop City Insurance

December 8, 20u4

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, but the league confirmed that Juneau is not
one of the 10 cities.

The league's insurance program covers workers' compensation, natural disasters, third-party !njury 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 Lie 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 state checks were cut,” Smith said. "They can't pledge zero, 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 $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 $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.

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

Things are still open,” she said. "We are 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 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.

Insurance costs have increased substantially, according to Mike Black, director of the stale's Division of
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Community Advocacy.

Communiues 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 dty, 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."

Find this article at:
http://www.insuranceioumal.com/news/west/2004/12/Q8/4B327.htm
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Kevin Smith

From: "Annie Mcllvain’ <annie@akml.org>

To: "Kevin Ritchie" <kevin@akml.org>; "Kathie Wasserman" <kathie@ akml.org>; "Kevin Smith"
<kevins@amljia.org>

Sent: Monday, December 20, 2004 3:59 PM

Subject: homer news

Editorial

Insurance woes
taking toll on

Alaska

By John Crowder

Homer Tribune

Alaska is not the only state of the

union facing rising health

insurance costs, but here in the far

north we rank among the most

uninsured in the nation. While we

arc onlv a microcosm of a much

large, >blem it is clear that

health care and insurance

racketeers are pushing Alaska

into the red.

Hikes in long-term care and

Medicaid and prescription drugs
are also on the rise, according to a recent study sponsored by the Pew
Charitable trust. The study showed that 22 percent of adult Alaskans are
without health insurance. Although Alaska’s Denali Kid Care program
covers a significant number of children under 18 - boosting our national
ranking to 35th - close to a fourth of our population is using the Medicaid
system.
Insurance gouging is meanwhile taking a tremendous toll on local Alaska
governments, and the state’s decision to bail out our school system from
rising costs likely kept them from deficit spending. Ten small
communities in our state have recently discontinued municipal insurance
plans because ofrising costs and lack of state assistance. Many more arc
expected to do the same in the near future, according to reports from
Alaska Municipal League. This type of insurance covers everything from
natural disasters to workers’ comp. Such a trend is opening communities
up to enormous liability.
Homer is having its own budgetary problems. But will more state revenue
sharing be the key to bailing communities out of this insurance bind? |
believe the problem demands a more comprehensive overhaul at the
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federal level.

The ramifications of these hikes are that insurance companies are allowed
to cause rampant reductions in every other area of government spending,
to make up the difference. The state’s Health and Social Services budget
has skyrocketed, causing infiltration into other departmental budgets. The
city of Homer's Public Employee Retirement System and workers’ comp
levels are going through the roof, alarge reason for the city’s need to cut
other areas of spending and boost fees in various departments. But where
is the accountability for insurers and health care providers? That is the
question that people are asking nationwide. While health care was a major
focus in the recent election, one must concede that each political party has
its hands in the pie. It appears that antitrust violations will simply continue
as long as special interest partisan politics flourish.

Obviously, mere criticism will not do any good. And granted, there are a
number of virtual epidemics that play into the problem, from the spread of
HIV/AIDS to America’s obesity rate and aging populous. In Alaska,
health care providers also face tremendous travel costs in many cases.
Perhaps there is more complexity to the situation than a few big wigs
sitting in a smoky penthouse trying to concoct ways to gouge the
commoner. Yet, neither can we deny the big money lobbying that keeps
America uninsured.

Unfortunately, it will probably take even more individuals and corporate
entities pulling out of the insurance grid altogether before regulators are
willing to affect any meaningful change.

Meanwhile, what do we do? Splint our own broken bones and crass our
fingers that nobody sues the pants off the city for slipping on the
sidewalk?

Well, perhaps it’s not that bad. We must acknowledge, with all its flaws,
that at least we have a health care system that functions. There are plenty
of countries that would gladly pay out the nose just to have a hospital
available in every community. On that note, Homer and the rest of
America is truly blessed to have the health providers that it does. Until
there is change on the horizon, Alaskans will just continue to do the best
with what they have.

Annie Mellvain

Director of Member Services
Alaska Municipal League
907.586.1325 phone
907.463.5480 fax
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much to collect from a bankrupt
city, Smith said.

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

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

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

That's untested legal ground
in Alaska, he added

The cities that lost their 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 months.

They could get help if the
Alaska Legislature approves
a Murkowski proposal to give
communities another one-time

grant, with the smallest reeeiv-
ino sr non

boroin"Ns/~N NI dis.
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Several small cities that last
year had feared the loss of state
aid said Friday that they are still
financially solvent, though it has
required extreme measures.

“We're still floating,” and
keeping up with insurance pay-
ments, said Larsen King, mayor
of the Nunivak 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 tap state aid
whenever it can but share the
cost of administering the city’s
government with the tribe.

Tothe north, the village of Ki-
ana did the same thing, said De-
lores Tuckfield, deputy director
of Kiana Traditional Council. In
amove driven largely by the loss
of revenue sharing, the city con-
tracted with the council to ad-

minister city services, she said.

“It’s been alot of work” to es-
tablish the new system, which

began July 1, Tuckfield said. But

city 1
»=>p The three' otmivwfeipai aid dwin-
died over many vearflbtd ireflwben
~ov. Frank Murkowski vetoed" tof-themin

2003. Murkowski foti*bsedafederdgt*tto .give
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" Most cities absorbed the lossbjd~tmgservic-
es, raising taxes and fees, or both. Jn small com-
munities with fewer resources, the cuts meant re-
ducing or shutting down popular services, such
as snowplowing, teen centersand street lights

But |0 communities, -whichiSmith"would iiot
name, started falling behind oh Uieir-monthly
payments to the statewide insurance pool. This
month, their insurance was canceled, he said

The pool has “been carrying them for four
months,” Smith said “I couldn’'t do:t any longer."
And another dozen or socommunities 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 their workers, Smith
said. That would just drive the cities further into
debt, he said.

If aworker got hurt or avisitor slipped on city
property and successfully sued there wouldn't tic

See Page B-3, INSURANCE

sofan 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. | think they're
being generous."

Insurance is a major expense
in the dty of 165 Willis said.
Even after paring away nones-
sential costs, it was still more
than $20,000 a year, she said.

Coffman Cove has survived
the loss of state revenue sharing
so fai; Willis said. But there’s not
much more the community can
cut or raise without help burn
the Alaska Legislature. Willis
wants to allow second-class cit-
ies such as hers to levy a flat
property tax— say, $100an acre.
Current law prohibits property

iISs sued, state m ay take hit

taxes unless they're based on
an assessment

“1f we had enough money ti
have everything assessed, w<
wouldn't need the tax,” she said

Otherwise, communitiej
such as hers will have to re
ty on bake sales and raffles ti
raise money for expenses sue!
as insurance and salaries, Wil
hs said She was going to a fund
raiser Friday night for loca
sports teams. “Next week if!
the fire department,” she said

m Daily News report* Joel Ge*w
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Tenakee eyes solutias 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 ofthe 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 $40,000 a year. It is facing a
$25,000 deficit. The city is applying for a $50,000 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 percentto 2 percent.

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

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

The ChichagoflIsland 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 simply have not held local elections. Twenty
towns have had theirinsurance canceled for lack of payment.

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

"All the communities face 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 Hultberg, spokeswoman for the governor, said Murkowski stopped the
local government revenue-sharing program because he doesn't believe it is
the state's responsibi lity to give block grants to local governments.
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But Hultberg said when local governments experience the difficulties such as
the rise ofthe fuel and the increase ofthe 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 $77 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 for all the state to have some public services. Revenue-sharing is

the most efficient way."

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

"I will just pray we can hold that long,"” Wilson said. "l know itisjustaone-
time deal, though "

 [-Chun Che can be reached at ichun.che@ juneauempire.com.
Click here to return to story:
http://www .iuneauempire.com/stories/021505/sta_20050215001.shtm|
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Empire editorial

State needs to share
the windfall with cities

S ome states would be envi-
ous o fAlaska even in our
worst budget times, but

once again financial fortune has

smiled on this state and the re-

sult w ill be hundreds ofm il-

lions o lunexpected dollars into

its lap.

Revenue from record-high
oil prices likely w ill close the
state's $360 m illion budget gap
and send an additional $500
m illion to its general fund. This
rare stroke ofluck isn't going to
last forever and state leaders
therefore need to make sure the
extra income isn't squandered.

Education is at the top o fthe
list ofitems that need greater
funding. Juneau is not the only
city in the state in which teach-
ers struggle with classrooms o f
mote than 30 students. Key to
improving education in this
state is reducing class size by
increasing the state's allocation
to schooll Gov. Fiunk
Murkow ski already has called
for a $126 million increase in
spending for K42 education
over the nexttwo years. The
Alaska Legislature needs to fol-
low up on that and make sure
that some of this fleeting
wealth brings improvements in
classrooms across the state.

The Murkowski administra-
tion also is looking at putting
money back into social-service
programs, many ofwhich have
been trimmed in recent years.
The governor is proposing $6
million for children's services,
SL5 million for juvenile justice
and $7.1 million for preventing
drug and alcohol abuse. These
are all wise investments and

the criminal justice siystem. ;
W ith its financial windfall,
the state needs to make sure
that It avoids two things using
the money for pet capital proj-
ects ?nd leaving cities to strug-

gle on their own.

Too many schools and other
public buildings are in needof
mainten. nce that has been de-
layed because o ftight budgets
in recent years. These need to
be brought up to par before
money is frittered away on new
capita] projects, which w ill in
time need maintenance oftheir
own.

Most im portantly, though,
Alaska's legislators cannot leave
dries out in the cold financially.
Lawmakers have failed to take
real action to solve the state's
long-term budget problems.
Tbo worried about their own
political careers, legislators
haven'tnude the tough deci-
sions that are needed on broad-
based taxes, increasing revenue
from the oil industry or other
measures that would bring
long-term financial stability.

W hat lawm akers have dooe is
shift the burden to cities by
slashing their state funding

As revenue sharing with
dries has been cut. local gov-
ernments statewide have had to
increase property taxes by 33
percent and atleast 30 rural
communities have had to cut
essential services, such as road
maintenance or public safety,
according to the Alaska Confer-
ence of Mayors. Ten small
(owns have had to drop their
municipal insurance program,
which covers workers' compen-
sation, natural disasters and
other costs.

W ith the unexpected oil rev-
enues, the state needs to share
the wealth and re.tore funds to

iIMSISJESIIg'B
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-financial boost because ofbelt-
tightening in recentyears, and
it's only fairthatthis windfallof
cash should be used to bring
them some relief



Distribution Formula:

Borough Populations:

Municipalities
Adak

Akhiok

Akiak

Akutan
Alakanuk
Aleknagik
Aleutians East Borough
Allakaket
Ambler
Anaktuvuk Pass
Anchorage
Anderson
Angoon

Aniak

Anvik

Atka

Atgasuk
Barrow

Bethel

Betties

Brevig Mission
Bristol Bay Borough
Buckland
Chefomak
Chevak
Chignik
Chuathbaluk
Clark's Point
Coffman Cove
Cold Bay
Cordova

Craig

Deering

Delta Junction
Denali Borough
Dillingham
Diomede
Eagle

Eek

Egegik

HB 28 Municipal Dividend Estim ates

Municipal Population X $250 W ith a Minimum Entitlement of $40,000

2004

Population
69
56
367
771
667
219
76
90
274
300
277,498
344
481
532
101
92
247
4,351
5,888
31
319
1,096
437
439
899
92
105
62
177
89
2,298
1,127
145
084
1,498
2,422
141
115
292
76

Population

X $250
$17,250
$14,000
$91,750

$192,750
$166,750
$54,750
$19,000
$22,500
$68,500
$75,000
$69,374,500
$86,000
$120,250
$133,000
$25,250
$23,000
$61,750
$1,087,750
$1,472,000
$7,750
$79,750
$274,000
$109,250
$109,750
$224,750
$23,000
$26,250
$15,500
$44,250
$22,250
$574,500
$281,750
$36,250
$246,000
$374,500
$605,500
$35,250
$28,750
$73,000
$19,000

Minimum

Entitlement

Add-On
$22,750
$26,000

$0

$0

$0

$0
$21,000
$17,500
$0

$0

$0

$0

$0

$0
$14,750
$17,000
$0

$0

$0
$32,250
$0

$0

$0

$0

$0
$17,000
$13,750
$24,500
$0
$17,750
$0

$0
$3,750
$0

$0

$0
$4,750
$11,250
$0
$21,000

Borough Areawide Population Less City Populations in Borough

Municipal
Dividend
Payment

$40,000
$40,000
$91,750
$192,750
$166,750
$54,750
$40,000
$40,000
$68,500
$75,000
$69,374,500
$86,000
$120,250
$133,000
$40,000
$40,000
$61,750
$1,087,750
$1,472,000
$40,000
$79,750
$274,000
$109,250
$109,750
$224,750
$40,000
$40,000
$40,000
$44,250
$40,000
$574,500
$281,750
$40,000
$246,000
$374,500
$605,500
$40,000
$40,000
$73,000
$40,000



Distribution Formula:
Borough Populations:

Municipalities
Ekwok

Elim

Emmonak
Fairbanks
Fairbanks North Star Borough
False Pass

Fort Yukon
Galena

Gam bell
Golovin
Goodnews Bay
Grayling
Gustavus
Haines Borough
Holy Cross
Homer

Hoonah

Hooper Bay
Houston
Hughes

Huslia
Hyaaburg
Juneau
Kachemak
Kake

Kaktovik
Kaltag

Kasaan

Kenai

Kenai Peninsula Borough
Ketchikan
Ketchikan Gateway Borough
Kiana

King Cove
Kivalina
Klawock
Kobuk

Kodiak

Kodiak Island Borough
Kotlik

HB 28 Municipal Dividend Estimates
Municipal Population X $250 Witb a Minimum Entitlement of $40,000

Borough Areawide Population Less City Populations in Borough

2004

Population
127
318
762
29,954
53,493
62
594
717
648
160
236
182
473
2,245
206
5,332
841
1,124
1,368
72
269
349
30,966
475
663
284
211
60
6,809
31,794
7,691
4,948
394
723
388
848
128
6,199
6,494
588

Population

X $250
$31,750
$79,500

$190,500
$7,488,500
$13,373,250
$15,500
$148,500
$179,250
$162,000
$40,000
$59,000
$45,500
$118,250
$561,250
$51,500
$1,333,000
$210,250
$281,000
$342,000
$18,000
$67,250
$87,250
$7,741,500
$118,750
$165,750
$71,000
$52,750
$15,000
$1,702,250
$7,948,500
$1,922,750
$1,237,000
$98,500
$180,750
$97,000
$212,000
$32,000
$1,549,750
$1,623,500
$147,000

Minimum
Entitlement

Add-On

$8,250
$0

$0

$0

$0
$24,500
$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0
$22,000
$0

$0

$0

$0

$0

$0

$0
$25,000
$0

$0

$0

$0

$0

$0

$0

$0
$8,000
$0

$0

$0

Municipal
Dividend

Payment
$40,000
$79,500

$190,500
$7,488,500
$13,373,250
$40,000
$148,500
$179,250
$162,000
$40,000
$59,000
$45,500
$118,250
$561,250
$51,500
$1,333,000
$210,250
$281,000
$342,000
$40,000
$67,250
$87,250
$7,741,500
$118,750
$165,750
$71,0n
$52,750
$40,000
$1,702,250
$7,948,500
$1,922,750
$1,237,000
$98,500
$180,750
$97,000
$212,000
$40,000
$1,549,750
$1,623,500
$147,000



Distribution Formula:

Borough Populations:

Municipalities
Kotzebue

Koyuk

Koyukuk
Kupreanof
Kwethluk

Lake & Peninsula Borough
Larsen Bay
Lower Kalskag
Manokotak
Marshall
Matanuska-Susitna Borough
McGrath
Mekoryuk
Metlakatla
Mountain Village
Napakiak
Napaskiak
N”nana

New Stuyahok
Newhalen
Nightmute
Nikolai

Nome

Nondalton
Noorvik

North Pole

North Slope Borough
Northwest Arctic Borough
Nuigsut

Nulato

Nunam Ilqua
Nunapitchuk

Old Harbor
Ouzinkie

Palmer

Pelican
Petersburg

Pilot Point

Pilot Station
Platinum

2004

Population
3,130
348
109
38
695
882
96
262
405
358
57,474
367
198
1,370
769
360
436
394
477
183
232
121
3,473
205
609
1,532
235
708
430
320
172
527
196
187
5,197
118
3,123
75
559
39

HB 28 Municipal Dividend Estimates
Municipal Population X $250 With a Minimum Entitlement of $40,000
Borough Areawide Population Less City Populations in Borough

Population
X $250

$782,500
$87,000
$27,250
$9,500
$173,750
$220,500
$24,000
$65,500
$101,250
$89,500
$14,368,500
$91,750
$49,500
$342,500
$192,250
$90,000
$109,000
$98,500
$119,250
$45,750
$58,000
$30,250
$868,250
$51,250
$152,250
$383,000
$58,750
$177,000
$107,500
$80,000
$43,000
$131,750
$49,000
$46,750
$1,299,250
$29,500
$780,750
$18,750
$139,750
$9,750

Minimum
Entitlement
Add-On

$0

$0
$12,750
$30,500
$0

$0
$16,000
$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0
$9,750
$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0
$10,500
$0
$21,250
$0
$30,250

Municipal
Dividend
Payment

$782,500
$87,000
$40,000
$40,000
$173,750
$220,500
$40,000
$65,500
$101,250
$89,500
$14,368,500
$91,750
$49,500
$342,500
$192,250
$90,000
$109,000
$98,500
$119,250
$45,750
$58,000
$40,000
$868,250
$51,250
$152,250
$383,000
$58,750
$177,000
$107,500
$80,000
$43,000
$131,750
$49,000
$46,750
$1,299,250
$40,000
$780,750
$40,000
$139,750
$40,000



Distribution Formula:

Borough Populations:

Municipalities
Point Hope
Port Alexander
Port Heiden
Port Lions
Quinhagak
Ruby

Russian Mission
Saint George
Saint Mary's
Saint Michael
Saint Paul
Sand Point
Savoonga
Saxman
Scammon Bay
Selawik
Seldovia
Seward
Shageluk
Shaktoolik
Shishmaref
Shungnak
Sitka
Skagway
Soldotna
Stebbins
Tanana

Teller
Tenakee Springs
Thome Bay
Togiak
Toksook Bay
Unalakleet
Unalaska
Upper Kalskag
Valdez
Wainwright
Wales

Wasilla

White Mountain

HB 28 Municipal Dividend Estimates
Municipal Population X $250 With a Minimum Entitlementof $40,000

Borough Areawide Population Less City Populations in Borough

2004
Population

726
69

90
238
612
190
331
137
539
409
494
908
710
391
486
829
263
2,540
132
209
591
264
8,805
870
3,767
586
304
241
105
497
805
561
728
4,366
263
3,749
531
152
6,109
213

Population

X $250

$181,500
$17,250
$22,500
$59,500
$153,000
$47,500
$82,750
$34,250
$134,750
$102,250
$123,500
$227,000
$177,500
$97,750
$121,500
$207,250
$65,750
$635,000
$33,000
$52,250
$147,750
$66,000
$2,201,250
$217,500
$941,750
$146,500
$76,000
$60,250
$26,250
$124,250
$201,250
$140,250
$182,000
$1,091,500
$65,750
$937,250
$132,750
$38,000
$1,527,250
$53,250

Minimum
Entitlement
Add-On

$22,7
$17,5

$5,7

©®»
X
o

$13,7

$2,0

9]
50
00

88

BB BEEE88S 8888888888288

a1
o

BBBBBBES

00

88

Municipal
Dividend

Payment

$181,500
$40,000
$40,000
$59,500
$153,000
$47,500
$82,750
$40,000
$134,750
$102,250
$123,500
$227,000
$177,500
$97,750
$121,500
$207,250
$65,750
$635,000
$40,000
$52,250
$147,750
$66,000
$2,201,250
$217,500
$941,750
$146,500
$76,000
$60,250
$40,000
$124,250
$201,250
$140,250
$182,000
$1,091,500
$65,750
$937,250
$132,750
$40,000
$1,527,250
$53,250



Distribution Formula:
Borough Populations:

HB 28 Municipal Dividend Estimates
Municipal Population X $250 W ith a Minimum Entitlement of $40,000

Borough Areawide Population Less City Populations in Borough

2004
Municipalities Population
W hittier 172
Wrangell 2,023
Y akutat 680
Totals 637,556

Population
X $250
$43,000
$505,750
$170,000
$159,389,000

Minimum
Entitlement
Add-On
$0
$0
$0
$552,500

Municipal
Dividend
Payment

$43,000
$505,750
$170,000
$159,941,500



Since Municipal Revenue Sharing Was Eliminated Last Yeatr,
Local Taxpayers and Communities Have Been Subsidizing State
Government Operations through Unfunded Mandates

While the State shared revenue with its municipalities, the cost of State
Unfunded Mandates on Local Taxpayers was partially offset. Now that Municipal
Revenue Sharing has been eliminated, local property taxpayers absorb the cost
of the two largest State Unfunded Mandates on communities:

State Senior Citizen and Disabled Veteran Property Tax Exemption

This exemption was created in 1973 with a statutory promise (see below) to

reimburse local taxpayers in the state budget. The State stopped reimbursing
local taxpayers completely in 1997. In 2005 this unfunded mandate will cost

local taxpayers approximately $40 million.

"AS 2045030 (@ The state shall reimburse a borough or aty, as
ggrae, forthe red proparty tax reverues lost o it by the goerabion of
© G000 SEe Senar Gtiza/Dsaded \VeEan Prgoarty Tax
Benption) of this secion

State Constitutional Exemption from Local Taxes for Local Public Services

Through this mandated state tax exemption, local taxpayers must pay for fire
protection, police protection, etc. for State lands and facilities in their community.

The Constitutionally mandated property tax exemption for State property is the
largest local property tax exemption. The State, like any business, consumes
local public services but exempts itself from local taxes. Local Public Services
consumed by the State are now subsidized by additional taxes from all local
taxpayers. This exemption roughly costs local taxpayers an estimated $67.4
million per year.

The Federal Government and some states, like Connecticut, have implemented a
"Payment-in Lieu of Taxes" or “PILT" program to avoid having local taxpayers
subsidize local public services for state or federal facilities. The State of Alaska
strongly endorses and supports the PILT program on the Federal level to offset
the cost of providing services to federal lands and facilities.



Program Cost

$40,000,000

$35,000,000

$30,000,000

$25,000,000

$20,000,000

$15,000,000

$10,000,000

$5,000,000

$0

Senior Citizen/Disabled Veteran Property Tax Exemption

Program History - 1973-2004

“AS 29.45.030 (g) The state shall reimburse
a borough or city, as appropriate, for the real
property tax revenues k to it by the
operation of (e) ($150,00u State Senior
Citizen/Disabled Veteran Property Tax
Exemption) of this section."

State Reimbursement

All data obtained from the Calendar (Tax) Year
Alaska State Assessor, 1/05

Alaska Municipal League

Municipal Taxes lost

by State Unfunded
Mandate

January, 2005
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Chapter II: Overall Tax Burdens For The Largest City In Each State

TABLE 1
ESTIMATED BURDEN OF MAJOR TAXES FOR A FAMILY OF FOUR, 2003
N IAXES  -s+i BURDEN

RANK CITY ST [fICOMcl PROPERTY 1 SALES AUTO  AMOUNT . PERCENT
1 BridgeEort CT 2,6' 8,605 1,112 890 13,272 17.7%
2 Newar . NJ 1,041 8,581 a 971 296 10,889 14.5%
3 New York City NY 5,020 3,928 1,265 277 10,490 14.0%
4 Philadelphia PA 5,242 3,197 a- 977 341 9,757 13.0%
5  Providence RI 1,613 6,144 ¢ 1,052 918 9,727 13.0%
6  Portland OR 4,842 4,145 0 287 9,273 12.4%
7 Baltimore MD 3,870 3,598 <b 1,144 311 8.9." 11.9%
8  Milwaukee Wi 2,993 3,948 ¢ 1,096 403 8,* « 11.3%
9  Atlanta GA 2,521 4,029 , 1,328 383 8,1 At 10%
10 Detroit MI 4,292 2,570 1,006 389 r W 1%

11 Louisville KY 4,826 1,713 1,047 367 I *54

12 Boston MA 3,318 3,448 w 597 516 1.%78
13 Chicago IL 2,010 3574 | 1,584 622 1.0% 10.4%
14 Portland ME 3,083 3,258 888 560 7,789 10.4%
15  WASHINGTON DC 3,913 2,157 1,131 392 7,594 10.1%
16 Los Angeles CA 1,345 4426 15 1,180 536 7,488 10.0%
17 Columbus OH 3,936 2,038 1,128 333 7,434 9.9%
18 Des Maines 1A 2,978 2,617 1,197 470 1,262 9.7%
19 Salt Lake City LIT 3,348 1,904 1,341 561 7,153 9.5%
20 Omaha NE 2.517 2,823 1,309 489 7,138 9.5%
21 Charlotte NC 3,314 2,021 1,207 519 7,061 9.4%
22 Boise ID 3,298 2,176 1,170 399 7,043 9.4%
23 Minneapolis MN 2,936 2,582 997 447 6,962 9.3%
24 Indianapolis IN 2,788 2,856 1,073 209 6,925 9.2%
25 Burlington VT 1,640 3971 43 890 305 6,807 9.1%
26 Kansas City MO 3,368 1,595 1,325 517 6,805 9.1%
27 New Orleans LA 2,518 2,231 1,668 382 6,798 9.1%
28 Columbia SC 2,986 2,214 968 601 9,769 9.0%
29 Little Rock AR 2,953 1,648 1,529 464 6,594 8.8%
30 Oklahoma City 0K 3,178 1,538 1,533 345 6,593 8.8%
31 Virginia Beach VA 2,901 1,918 1,136 456 6,411 8.5%
32 Honolulu HI 3,399 1,781 824 388 6,393 8.5%
33 Albuquerque NM 2,172 2,517 °* 1,415 265 6,369 8.5%
34 Charleston wv 3,232 1,395 1,141 577 6,344 8.5%
35 Jackson MS 2,060 1971 1,421 745 6.157 8.3%
36 Birmingham AL 3,453 988 1,344 396 6,181 8.2%
37 Wilmington DE 3,153 2,416 0 276 5,845 7.8%
38 Wichita KS 2,556 1,309 1,221 597 5,683 7.6%
39 Billings MT 3,118 1,864 0 628 5,610 7.5%
40 Denver co 2,354 1,362 1,215 604 5,535 7.4%
41 Fargo ND 995 3L 996 314 5,416 7.2%
42 Manchester NH 0 4,399 461 398 5,259 7.0%
43 Seattle WA 0 3114 1,415 348 4,876 6.5%
44 Phoenix AZ 1,454 1,248 ° 1,652 429 4,782 6.4%
45 Memphis TN 0 2,501 1,830 376 4,708 6.3%
46 Houston TX 0 2,861 1,426 325 4,612 6.1%
47 Sioux Falls SD 0 2,228 1,406 296 3,930 5.2%
48 LasVegas NV 0 2,225 1,026 551 3,802 5.1%
49 Jacksonvile FL 0 1,744 1,158 333 3,235 4.3%
50 AK fit 3.058 0 150 3,209 4.3%
51 Cheyenne WY 0 1,168 1,340 451 2,899 3.9%
AVERAGE U $2.845 $2.836 $1,194 $440 $6,832 9.1%
MEDIAN $2,901 $2,501 $1,144 $398 $6,805 9.1%

Tax Rales and Tax Burdens in the District o f Columbia: A NationwideEpmparisap , > .

r
OM/hieaft tm ftjjgfO .ic F£XCV  Page 10 UAW-2A
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TABLE 3A
This tahle lists only those municipalities which lew a sales, severance, prroperty or other type of local tax " PerCapita
Municipality Property Tax Sales Tax Other Taxes otal Taxes ~ Population | PerCapita ~ Revenue
(Inc. Qil & Gas) Reported | Revenue  City &Boro
North Slope Borough
Valdez
Skagway
Unalaska
Vtoiittier
Egegik
Juneau, Cl%&Borough of 30,125,600 § 30,539,500
Bristol Bay Borough 1,747,532 ]
King Cove $  434.863
Nome 2410511 S 3,484,362
Saint Paul S 281808
Haines Borough 1,810,627 S 1,865,653
False Pass $
Cordova
Soldotna* 523,714
Dillingham 1,339,892
Yakutat, City & Borough of
Sitka, City & Borough of
Petershurg 1,997,788
Seward"
Kodiak. City
/(-:\nqhorage
raig
Kenai Peninsula Borough 45.698.765 § 14910977 60,609,742
Wasilla* 213619 § 7135574 7,409,193
Sand Point S 46L115($ 531,531 992,646
Aleutians East Borough S - 1§ 2,807,902 2,807,902
Homer* 1742434 § 4,353,146 1%
Pelican 54204 S 571253 1% 2,528 il
Nenana 231997 § 136808 jJ 368,805 385
Bethel S 4,880,743‘$ 684,060 5,564,803 5,886
Fairbanks North Star Borough 71,382,439 S e 1S 1375192 72,757,631 82,131
Chignik 80,223 80,223
Denali Borough 1,655,831 1,655,831
Matanuska-Susitna Borough 55.571,134 716,992 56,288,126
Kotzebue 5 2423193 61,754 2,484,947
Kenai, City* 1,976,286 § 3.680 000 5,656,286
Ketchikan Gateway Borough 6,456,204 § 4071 818l$ 37,365 10,565,387
Palmer* 622879 $ 3066089 !$ 3,688,968
Kodiak Island Borough 8578403 $ 855,870 9.434.273 13,797
Hoonah S 522404 522,404 850
Seldovia* 146451 $ 107299 $ 253,750 431 1.475.2
Klawock 4773891 S 5.844 | $ 483,232 847
Cold Baz . 50,772 S 50,172 9
Lake 8 Peninsula Borough * 15 7131799 731,799 1,627
Fairbanks, City* 8,685,154 - ig 3748522 12,433,676 29,002 13113 0
AIeknat[uk S 93429 S 618 S 94,047 235 S 400
Unalakleet $ 2175318 11230 $ 283,083 1S 382
Atka i : 34497 s 34.497 % $ 367
Thome Bay s 196704 |8 s 1670 s
Angoon § 124648 23073 §$ 147,722 507§ 291
Port Alexander S UB0I$ 16,166 0 S 231
Fort Yukon S 113899 S 113,899 50 $ 203
SL Mary's $ 107105¢% 107.105 81 S 184
Galena $  134000!S 134,000 48 180

17



Local Government Issue Paper

Why Your Property Taxes Go Up
State Cuts to Municipalities vs Local Property Tax Increases 1986-2005

State cuts, etc. to communities are
by far the biggest reason for local
property taxes increases.

Municipal Property Tax Increases

State Cuts to Municipalities

Maior State Cuts to Municipalities since 1986:
Revenue Sharing eliminated ~~ -$161 million
State senior/vet Prop Tax Exemption -§39 million
State underfunding of school inflation -$109  million
"Other State Cuts (see below) (Est.) - $150 million

1985 1987 1985 1989 1980 1991 1992 1963 1994 1995 1996 1997 1998 1999 2000501 2009 2003 2006 005

Source: "Alaska Taxable," State DCED 1986 - 2003 Year _ o
* "Other State cuts" include: assistance for road maintenance, libraries, fire services, public safety, community jails,

alcohol/mental health treatment, child care, community schools, new administrative state fees for required state services,
higher state grant matches, state retirement progam increases, impact of inflation on state assistance, etc.

Iss-e: As the State continues to struggle to balance the State budget, it is critical to recognize that State and
Local governments are literally two sides of the same coin. Any State budget cut or other action that impacts
Local Government has a negative impact on local taxpayers who are also constituents of the State.

Background: States and local governments are partners. State Constitutions and State law define how
municipalities (cities and boroughs) are created, what they can do, and what taxes they can use. One of the
key responsibilities for any State government is to ensure that communities have adequate resources to
provide basic public services to their citizens. Last year the State became one of a handful of states that
eliminated their local government revenue sharing programs.

Recommendation: To most cost effectively ensure that all Alaskans have basic public services and
affordable local taxes, the State must restore a local government revenue sharing program, or
implement a “Community Dividend” (initiated by former Governor Hickel and supported by Governor

Murkowski and the House of Representatives.)

Alaska Municipal League, 213 Second St, Juneau, AK 99801 (907) 586-1325



State Budget Cuts Have Helped Push Local Taxes Most Alaskans Pay
Higher Than in 35 Other States

The Administration and Legislature can no longer afford to balance the State budget by
cutting traditional support and programs for municipal governments. Municipal taxes
(property and sales) are now higher than those paid by families in two thirds of the other
states. High sales and property taxes have negative impacts on local businesses

and families.

There has been a misconception in Legislature that municipalities have excess “tax
authority" that State government can use to balance its own budget. This has been a
major component of the state budget balancing strategy for many years.

This state budget balancing strategy has been implemented by reducing municipal
revenue sharing programs while asking municipalities to assume additional costly state
government responsibilities. The most recent example is the elimination of municipal
revenue sharing which has been a key local tax stabilization program since 1969.

History of Municipal Revenue Sharing: One of the major issues of the Alaska
statehood debate was whether Alaskans could afford government services given our
high cost of living and small population. The answer was to give Alaska access to
natural resource revenues to offset the high cost of providing government services in
Alaska. Of course, the problem of the high cost of government applies to local
government as well as state government.

Since 1969 there has been a state and local government partnership, through the
municipal revenue sharing program, to share natural resource revenues owned b;- all
Alaskans. The thirty five year old mumcipal revenue sharing was eliminated this year
while, for example, state mandated retirement program costs were increased by $20
million for municipalities.

Analysis: The best comparison of family tax burdens is done annually by the District of
Columbia - "Tax Rates and Tax Burdens - A Nationwide Comparison,”2002. This study
is valuable because it is based on what a family actually pays at various family income
levels, rather than including oil taxes, PFD's, etc. that incorrectly inflate per capita tax
and spending comparisons for Alaska. The Study makes comparisons for families in the
largest city in each of the 50 states and Washington, DC. Anchorage is the compaiison
city for Alaska. It is possible to extrapolate the comparison to other Alaskan
municipalities using per capita tax comparisons from the "Alaska Taxable, 2003" -
Alaska Department of Community and Economic Development. (The DC study is online
at: http://cfc.dc gov/cfo under “Tax Rates and Revenues")

Using comparisons from the DC study, most Alaskan families and businesses now
pay more in property tax than residents in 35 other states. In Anchorage, the
comparison city for the study, families pay more property tax than families in 35 other
states. However, Anchorage families pay less total local tax than 31 other Alaskan cities.
(Note: In Alaska, the primary local taxes are property and sales tax, while the ~rimary
municipal tax in most other states is the property tax.) According to the study,
Anchorage residents pay more property tax alone than residents of 12 other states pay
in local property tax plus state sales tax.)


http://cfc

For Additional information: Date: February, 2005
Kevin Ritchie 586-1325 Kevin@akml.org

1. High oil prices hurt Alaskans: Every $1 increase in the price of a
barrel of oil =
565 million of new revenue per year for the State government,
&But $20 million of new costs to Alaskan cities and horoughs,
schools, businesses, other organizations, and families (based on
fuel usage figures for Alaska?.

2. Small cities disinte%rating: N
Per State DCCED, this Year out of 94 small cities:
[19 cities no longer functioning
117 more cities in deep debt _ _
139 more cities have terminated key local services this year (e.g.
%)Ilce,_road/ut|||ty/faC|I|ty_mamtenance)
Per AML Joint Insurance Assoclation:
110 cities insurance canceled o
[133 cities on month to month payments due an inability to pay
Uninsured communities place a huge liability on the State, far in
excess of the cost of a municipal revenue sharing program.

3. Rural out-migration/Impacts of increasing decline of rural public
Services:
+0ut-migration of Alaska Natives from their homes in rural Alaska
has accelerated over the last 30 years. In the last decade, 11,011
Alaska Natives (nearly 10% of the rural population) migrated to

urban areas. (UA - ISER “Status of Alaska Natives 2004”)

4. Rural Alaska Fuels the Urbara Economy _ o
®An estimated 20% of the urban job base dlrectIK or indirectly
depends on trade and services to other parts of Alaska. (aaska's

Economic Links - Gross and Assoc, Chase Economics, Northwest Strategies, 1998)


mailto:Kevin@akml.org

Status Update (3/1/05)

Munk’ial Governments
(DCCED Division of Community Advocacy)

There are 20 firs: class and 113 second class cities in Alaska. These municipal governments are
responsible for providing core services to the residents in those communities. The revenue they receive
to provide these services is categorized in to three classes. Locally generated revenue is a category and
includes sales taxes, profits from gaming operations, user fees from services, rental ofbuildings and
equipment and administrative fees from management of grants. Grant revenue as a second category is
frequently used to provide social services, or assist in paying for governmental services such as police.
A third category of funding for municipalities is state-snared revenue. This includes Payment in Lieu of
Tax (PILT), Shared taxes (fish tax, telephone coop taxes), and up to the past year Revenue
Sharing/Municipal Assistance/Safe Communities/Temporary Fiscal Relief Payment.

In the past few years we nave seen a reduction in funds distributed to municipalities at the same time as
an increase in cost through higher insurance premiums, fuel costs (and thus transportation costs), and
retirement plan costs. This set of circumstances has put many municipalities in hard financial times.

In examining the financial status of municipalities we can break them out into several categories:
* Closed down or transferred operations to another entity;

» Accrued significant debt or financial problems yet to be dealt with; and,

e Struggling with financial situations or have made significant reductions to core services.

Getting situational reports that can be used to evaluate the financial health of every municipality is
extremely hard. While the communities in the first and most financially distressed category are
relatively easy to define, it is likely that there are additional communities in the other two categories that
we are not aware of.

Closed down or transferred operations to another entity,
Currently there are 9 municipal corporations in the State of Alaska that have ceased day to day
operation. These nine are Ahkiok, Kiana, Kivalina, Kupreanof, Mekoryuk, Nikolai, Platinum,
Quinhagak, and Russian Mission. Two of these cities, Kiana and Quinhagak continue to maintain a
shell of a municipality (no employees, but hold elections and joint council meetings) in order to
maximize revenue coming into the community.

Closed down or transferred operations to another entity (9 municipalities)
Ahkiok Kiana Kivalina Kupreanof
Mekoryuk Nikolai Platinum Quinhagak
Russian Mission

Accured significant debt or financial problems yet to be dealt with.

There are IS communities that we know about that have extreme managerial or financial problems.

These problems are severe enough that they could be considered to be insolvent. The problems

include:

- Not completing the basic function of municipal government including holding elections, holding
regular council meetings, or adopting a yearly budget,

- Large debt to vendors, including; the IRS, fuel companies or the state for delinquent fuel loans, or
insurance companies,



- Operating without workers compensation insurance,

- Having lawsuits filed against them (or unpaid judgements) and not able to afford legal council,

- Having to transfer operation of water/sewer to other entities in order to eliminate expenditures.
Sanitation is considered a core service that is almost always the major capital investment made by
state and federal agencies in the community. Remaining services provided by city are minimal.

Accured significant debt or financial problems yet to be dealt with (17 municipalities)

Allakaket
Grayling
Napaskiak
Saint George
Upper Kalskag

Buckland Chevak
Holy Cross Hydaburg
Nunam lgua Pilot Point
Shageluk Shishmaref
Wales

Goodnews Bay
Lower Kalskag
Point Hope
Toksook Bay

Struggling with financial situations or have made significant reductions to core services.
There are 39 communities that we know about that have significant financial problems. These
problems could become severe enough in the next 24 months to cause closure of the city
administrative offices and result in the financial insolvency ofthe municipality. These municipalities
have already eliminated a core governmental service. The problems include:
- Eliminate core municipal services such as police protection, closure of washeteria, or elimination
ofroad maintenance due to lack of available funds,

- Large PERS debts from terminating from the PERS program,

- Large IRS debts or default fuel loans tc the Alaska Energy Authority,
- Significantly behind on payment for insurance or fuel.

The following listing of municipalities by category of distress is based upon evidence provided from
various sources to the Division’s Local Government Specialist staff. There is no way to completely and
accurately predict the future. These are estimates of the municipalities we believe to be in various levels

of financial distress.

Struggling with financial situations or have made significant reductions to core services (39

municipalities)
Akiak
Angoon
Clark’s Point
Gambell
Kobuk
Mountain Village
Nuigsut
Port Lions
Selawik
Tenakee Springs

Alakanuk Ambler
Atquasuk Chignik
Diomede Eek

Golovin Hooper Bay
Kotlik Koyuk
Napakiak Nightmute
Old Harbor Pelican

Ruby Saint Michael
Shaktoolik Shungnak

Togiak Wainwright

Anaktuvuk Pass
Chuathbaluk
Emmonak
Kaktovik
Koyukuk
Noorvik

Pilot Station
Scammon Bay
Teller



General Rural Alaska Conditions
Extremely High Costs e.g. Gas at $5.15 a gallon
Extremely High Unemployment e.g. Unemployment at 50% or more

Virtually No Property Tax Base  e.g. All of Ambler is assessed at $3.5 million (i.e.
low values and much non-taxable land.)

Low revenue from sales tax e.g. Despite the fact more cities have sales taxand
many are raising it, it won’t save them. Each 1% of
sales tax in Ambler nets $7500/year.

Very Strong Stable Communities Most rural communities have existed from hundreds
to thousands of years.

Impacts of the loss of State support

State impacts of loss oi insurance It appears that the State is the logical “deep pocket”
for losses of uninsured cities in the Legislature’s
Unorganized Borough. One loss could exceed the
cost of a revenue sharing program.

Statewide economic impacts Rural residents are moving to urban areas in
accelerating numbers while urban jobs serving rural
Alaska are declining. Currently an estimated one
out of five urban jobs directly or indirectly serve
other regions in Alaska. Rural communities attract a
large amount of federal and foundation resources
that cycle through urban economies.

Statistics to date
Per State DCCED,
0O 9 cities no longer functioning
O 17 cities in deep debt that they are unlikely to be able to repay
O 39 cities have terminated key local services this year (e.g. police,
road/utility/facility maintenance)
Per AML Joint Insurance Association:
O 10 cities insurance canceled
O 33 cities on month to month payment plans due an inability to pay

Conclusion
Alaska faces the loss of half its city governments. Unlike an occasional western U.S.
boom town that becomes a ghost town, this represents a growing widespread loss of
historically stable and culturally rich communities.
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Alaska’s Small Cities in Crisis

In 2003, there were 94 cities with annual local government operating budgets under
$300,000 per year, and averaging $164,000, to provide public services for an entire
community (according to State figures, DCED). From 2003 to 2005, those 94 cities tout of a
total of 146 cities in Alaska) lost an average of approximately 42% of the revenue
required to provide basic public services. The crises are due to massive State cuts to
cities at a time of skyrocketing local costs and economic downturns. In 2004, Alaska
became one of two states that eliminated its local government revenue sharing
programs. Most small rural cities operate in a cost effective manner with many part-time
or volunteer positions. However, most of Alaska’s small rural communities have very
little local tax base due to cash poor subsistence economies.

2003 Average Operating Budget for two thirds of AK Cities  $164,000

Examples of Approximate 2003-04 Cuts/cost increases: -($69,000)
2003 State Cuts to Revenue Sharing/Match Grants -($10,000)
2004 State Eliminates Revenue Sharing -($40,000)
Fuel/electricity/goods rise due to oil prices -($7,000)
Community insurance increases -($6,000)
State mandated increases (PERS) -($4,000)
New state inspection fees, service transfers, etc. -($2,000)

Growing Impacts of Loss of Revenue Sharing, etc.

It is difficult to know the status of small rural communities. Few that fail have the
administrative capacity to take steps to formally dissolve. They simply layoff their
employees, cease being able to hold elections, cancel insurance for community facilities,
stop providing services, etc. In some cases tribes or other organizations take over key
government services.

As of last month, the following cities have either an unresponsive to contacts by the
State, have not held local elections, entered into an agreement with a tribe to assume
city responsibilities, or contacted the State regarding formal dissolution: Akhiok,
Ambler, Chevak, Holy Cross, Hughes, Kiana, Kivalina, Koyukuk, Lower Kalskag,
Napaskiak, Nikolai, Platinum, Russian Mission, Scammon Bay. Additionally, 10
cities or more have had their insurance canceled for lack of payment to date, and
approximately 33 more cities are on month-to-month payment plans because they can'’t
afford the premiums currently.

While it is too early to say how many cities have ceased operations, a great number are
unguestionably in peril. The loss of public safety, transportation, and other key local
services is having a huge r.egative impact on the people of Alaska.

Alaska Municipal League, 213 Second St, Juneau, AK 99801 (907) 586-1325



PERS Talking Points
Two Year PERS Early Funding Needed for Municipalities to Avoid Crushing Tax
Increases and Allow for Planning

A Crushing Municipal Impact: Mandatory State PERS increases on top of revenue
sharing/other losses and local economic recessions will leave many municipalities
without the resources to fully fund schools, or other basic services:

O Local Property Tax Impact: The FY 05 mandated State PERS increase alone
averages .55 mills for all municipalities with property tax, and an average of 1.65
mill property tax increase over three years for all municipalities.

O Not a problem of municipal making: PERS/TRS contributions are mandatory
required by the State. In the past, municipalities have made all payments requested by
the State. Municipalities, schools, and UA make up for 63% of the PERS/TRS system
but these employers have no representation on the PERS/TRS Boards.

O The bottom Line: Relying on local “Tax Authority” means:
Municipalit. s with property taxes face 1 to 6 mill property tax increases just to pay
state mandated PERS costs over the next three years (average 1.65 mills). Many
municipalities have local tax caps that preclude such increases while municipalities
with sales taxes must go back to voters for sales tax increases to pay for PERS.

O Problem for Alaska and municipalities to 2028 - Per the 3/04 Mercer “Actuarial
Valuation Report” for 1% employee “population” annual increase:
*PERS Employer Rate  *TRS Employer Rate

FY 03 6.77% 11%

FY 04 11.77% 16%

FY 05 16.77% 38.5%

FY 06 21.77% 39.22%

FY 07 26.77% 40.75%

FY 08 to FY28  *27.74% to 30.22% *41.29% to 47.62%

*These rates could increase by 10% of salary if state investment returns average one half
percent less than projected. (Current projection for average investment returns is 8.25%f/yr)

O PERS/TRS Cost increases for FY 05 approved by PERS/TRS Board:

m State +$39,433,486
- Schools +$35,789,260
m UA +$ 8,800,000
m Municipalities/Hospitals +$19,213,000

O Approximate Cost to Pay PERS/TRS for FY 06 and 07for Municipalities:
m FY 06 - $21 million
m FY 07 - $43 million (cumulative 2 year cost)
m State Funding needed for Total FY 06/07 for municipalities = $64 million

(Information from 3/04 State PERS/TRS Actuarial Study)



Public Employees' Retirement System (PERS) Municipalities & Hospitals Only

ESTIMATED FY 05 Change in Employer Contribution
*From Division of Retirement and Benefits

“ Based on "2003 Alaska Taxable™ DCED «<PERS»>
FY 05
Estimated
Fund Employer Municipal
Payroll
PERS PETERSBURG, CITY& MEDICAL CTR. $6,702,627
PERS CORDOVA, CITY & MEDICAL CENTER $4,427,981
PERS SAXMAN, CITY OF $415,247
PERS UNALASKA, CITY OF $9,508,993
PERS NENANA, CITY OF $373,857
PERS CRAIG, CITY OF $1,821,035
PERS SITKA, CITY/BOROUGH, & HOSPITAL $11,507,548
PERS WRANGELL, CITY OF $2,426,833
PERS WHITTIER, CITY OF $944,422
TERS NOME. CITY & UTILITIES $2,496,407
PERS SEWARD. CITY OF $3,720,505
PERS DILLINGHAM. CITY OF $2,355,455
PERS JUNEAU, CITY AND BOROUGH OF $43,232,840
PERS KETCHIKAN. CITY OF $8,020,487
PERS PELICAN, CITY OF $126,474
PERS KENAI, CITY OF $5,369,573
PERS KODIAK, CITY OF $5,663,400
PERS HOMER, CITY OF $4,738,657
PERS PALMER, CITY OF $2,563,992
PERS HAINES BOROUGH $2,037,530
PERS BRISTOL BAY BOROUGH $1,368,016
PERS SOLDOTNA, CITY OF $2,689,459
PERS NORTH POLE, CITY OF $2,073,587
PERS WASILLA, CITY OF $3,347,381
PERS SKAGWAY, CITY OF $1,398,477
PERS ANCHORAGE, MUNICIPALITY OF $127,572,934
PERS SELDOVIA, CITY OF $96,359
PERS VALDEZ, CITT OF $4,929,091
PERS FAIRBANKS, CITY OF $5,896,416
PERS NORTH SLOPE BOROUGH $47,405,369
PERS KETCHIKAN GATEWAY BOROUGH $3,978,212
PERS FAIRBANKS NORTH STAR BOROUGH  $16,735,548
PERS SAXMAN SEAPORT $38,479
PERS KODIAK ISLAND BOROUGH $2,191,832
PERS KENAI PENINSULA BOROUGH $12,062,817
PERS MATANUSKA-SUSITNA BOROUGH $9,566,280
PERS KACHEMAK, CITY OF $59,167
PERS ALLAKAKET, CITY OF $49,434
PERS BARROW, CITY OF $1,036,873

5.0%

FY 05
Rate
Incr

5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%

©

*FY 05

PERS
Increase
Dollars

$335,131
$221,400
$20,762
$475,450
$18,693
$91,052
$792,470
$121,342
$47,221
$173,791
$186,025
$117,773
$2,161,642
$401,024
$6,324
$268,479
$283,170
$236,933
$128,200
$101,877
$68,401
$134,473
$103,679
$167,369
$69,924
$6,378,647
$4,818
$246,455
$294,821
$2,370,268
$198,911
$836,777
$1,924
$109,592
$603,141
$478,314
$2,958
$2,472

“ Value of
1 "Mill" of
Property
Tax
$191,012
$111,769
$12,100
$342,385
$14,705
$72,297
$639,629
$100,285
$39,389
$173,516
$200,255
$130,552
$2,640,000
$547,376
$8,632
$366,726
$388,182
$332,626
$189,946
$175,187
$141,500
$298,700
$259,625
$437,138
$205,046
$19,126,104
$19,007
$1,049,202
$1,321,750
$10,714,796
$935,122
$4,452,200
$12,100
$770,982
$4,277,332
$3,612,276
$28,614
none

$51,844 none

“ FY 05
Local
Prop Tax
Mill Rate
Needed
for PERS
Increasel
1.75
1.98
1.72
1.39
1.27
1.26
1.24
1.21
1.20
1.00
0.93
0.90
0.82
0.73
0.73
0.73
0.73
0.71
0.67
0.58
0.48
0.45
0.40
0.38
0.34
0.33
0.25
0.23
0.22
0.22
0.21
0.19
0.16
0.14
0.14
0.13
0.10



Fund

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
TOTAL

Employer

DELTA JUNCTION, CITY OF
HUSLIA, CITY OF

KALTAG, CITY OF
NORTHWEST ARCTIC BOROUGH
RUBY, CITY OF

SAINT GEORGE, CITY OF
AKUTAN, CITY OF
ALEUTIANS EAST BOROUGH
ANDERSON, CITY OF
ANGOON, CITY OF

ATKA, CITY OF

BFTHEL, CITY OF

DENALI BOROUGH

EGEGIK, CITY OF

ELIM, CITY OF

FORT YUKON, CITY OF
GALENA, CITY OF

HOONAH, CITY OF

HOOPER BAY, CITY OF
KAKE, CITY OF

KING COVE, CITY OF
KLAWOCK, CITY OF
KOTZEBUE, CITY OF

KOYUK, CITY OF

LAKE AND PENINSULA BOROUGH
NOORVIK, CITY OF
QUINHAGAK, CITY OF

SAINT MARY'S, CITY OF
SAINT PAUL, CITY OF

SAND POINT. CITY OF
SELAWICK, CITY OF
TANANA, CITY OF

THORNE BAY, CITY OF
TOKSOOK BAY, CITY OF
UNALAKLEET, CITY OF
YAKUTAT, CITY AND BOROUGH OF

ANCHORAGE PARKING AUTHORITY

FY 05
Estimated
Municipal
Payroll

$65,919
$92,276
$28,529
$700,747
$118,657
$366,136
$287,937
$974,507
$38,730
$307,662
$71,502
$4,537,734
$568,543
$97,862
$175,041
$295,768
$1,320,610
$638,162
$592,669
$291,898
$1,035,132
$820,343
$3,138,622
$21,463
$632,700
$351,910
$29,932
$306,495
$1,366,801
$758,056
$77,442
$217,611
$279,855
$16,994
$264,140
$439,129
$1,020,063

*FY 05

FY 05 PERS * Value of

Rate Increase 1 "Mill"

Incr Dollars Property

Tax

5.0% $3,296 none
5.0% $4,614 none
5.0% $1,426 none
5.0% $35,037 none
5.0% $5,933 none
5.0% $18,307 none
5.0% $14,397 sales tax only
5.0% $48,725 sales tax only
5.0% $1,936 sales tax only
5.0% $15 383 sales tax only
5.0% $3,575 sales tax only
5.0% $226,887 sales tax only
5.0% $28,427 sales tax only
5.0% $4,893 sales tax only
5.0% $8,752 sales tax only
5.0% $14,788 sales tax only
5.0% $66,031 sales tax only
5.0% $31,908 sales *ax only
5.0% $29,633 sales tax only
5.0% $14,595 sales tax only
5.0% $51,757 sales tax only
5.0% $41,017 sales tax only
5.0% $156,931 sales tax only
5.0% $1,073 sales tax only
5.0% $31,635 sales tax only
5.0% $17,595 sales tax only
5.0% $1,497 sales tax only
5.0% $15,325 sales tax only
5.0% $68,340 sales tax only
5.0% $37,903 sales tax only
5.0% $3,872 sales tax only
5.0% $10,881 sales tax only
5.0% $13,993 sales tax only
5.0% $850 sales tax only
5.0% $13,207 sales tax only
5.0% $21,956 sales tax only
5.0% $51,003 see Anch

$19,430,923

“ Local
Prop Tax
Mill Rate
Needed
for PERS
Increase!



