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Ancherage, Alaska
Gentlemen:

This 1954 budget recommendation is presenied as the City
Manager's appraisal of ihe probable financial position of the City
during the 1954 fiscal year. The budget document has been pre-
pared with the obkjectives of (1) eliminatling the General Fund deficit

i

by the end of 1954, {2) estimating conservauively the revenues 1o
be collected in the coming year, {3) and aitempring fo prepare a
balanced runicinal service program for the multiple functions of
the Anchorage Cily Government so that expendiiures will not exreed

revenues

Beginning January 1, 1953, the City's cash position showed
a deficit bajance of $421. 062, The City Council appropriated the
equivalent of a two.mill tax levy loward eliminating this deficiy
position, and they faided io use an unapprosriated budget balance
of $85. 290 which was alse credited io the tleficit, In addition, the
use of a work program budget and sirict budgetary <ontrol. plus
the benefits of cenirzlized purchasing, exercising frugality in ex -
pendiiures, and the cooperaiion of depariment heads have all con-
tributed towards reducing the deficit an additional $83.600 The
deficit as of Jaovuary 1, 1954, as estimated will be $118. 501, Jno
addition, $47, 000 reserve for deferred charges for projects not
materializing and a reserve for uncolieciible 1953 receivables has
2lsc been established,

The 1954 budget has had an improved modification in format
by standardizing all expenditure code classifications by objert
This additional detail will actually save time in the budgetary con-
trol accounting, because the department heads can more easily
analyze their expesndilure reports than they have during 1953 The
depariment heads have 21l made strides in uiilizing the work
prograin budget Liescriptions of the work prograras for each
functional account provides information to the City Council, ihe
City Manager and the public by transforming dollzrs into units of



service. When the budget is modified, or it is determined that an
increased work prograsm will be necessary in one function, then
conversely it will he necessary to reduce the work program within
another function or increase revenues in order to mainfan a
balanced budget

The budget has been prepared by (i) analyzing income
sources and preparing estimates of revenue to determine the a-
mount of money that will be available to each of the operating funds;
(2) assign preliminary allocation of funds to eack of the functicnal
accounts with the objecrive of providing at least a minimum of the
existing stancard of service, and to keep the total expenditures
withir: the income of each operating fund: {3) department heads pre-
pared their budget estimates to equal the preliminary allocations.
together with a work program which describes the amount of work
to be accomplished under the propesed budget: (4} departmental
budgeis were presented to the City Manager and, in those -ases
where the department head deemed it necessary that additional
funds should be made available in order to maintsin the past
standards of service, or to improve service siandards. then a
supplemental request for additional funds was presented; {3) the
recommended budgets and supplemental requests were then re -
viewed with the depariment heads and final decisions were made
on the recommended appropriations and work programs as presented
in this document,

Cne of the fundamental principles used in cvaluating ad-
ditional needs of the various departments was the stahility of
Anchorage's growth during ithe past year There were nc annex-
ations, a comparatively smail arnount of new construction of
dwelling units within the City, and thereiore very litile increase
in population, Those services which can be measured in terms of
area and number of people served carry liftle justification for
increased appropriations.

The City Council and the citizens of Anchorage can be
proud of the depariment heads and city employees. As a rule,
cach department is primarily interested in the service their de-
partment provides the public, but here they have been kept informed
of the needs of the whole Ciiv Goverament. Many of the depariment
heads have kept abreast by improving their work technigues and
striving to provide more service at cheaper cost. Their adherence



to budgetary conirol shows they are ecenomy.minded in most re-
spacts, although at times their ambitions have besn temperad and
their expenditures curtailed to stay within the financial ability of
the Cily to pay. No department head has failed to rooperate in ad-
hering strictly to “hold the line policy” that has bezen in vogue
during the 1953 budget year and in the preparation of their 1954
budgeis. They have been cooperative to improve the financial po-
sition of the Cily, and they will continue their utmost efforts in
meeting the service problems which these budget recommendations
have failed to meet. They will continue to seek increased efforts
on the part of their personnel to give eificient and conscientious
service in their jobs.

Beginning January 1954, formal reports of work programs
will be obtained {rom each of the departments, The City Manager
will prepare a rmonihly digest in order that the public and the
Council can appraise the services pertformed in the monthly budget.

General comments on each of the operating funds fo!low:

General Fund

The estimates of General Fund revenues show a $23, 500
{approximately 1%) increase over 1953 revenue estimates. Revenue
decreases appear in general property taxes. licenses and permits,
court fines and rental revenues. These decreases are offset by
tnecreassas in paymentis in lieu of taxes, service charges. inlerest
on deposits and the grant from the Loussac Foundation o cover
the cost of principal and interest op the Z. J. Loussac Library
bords. Total revenues from the muricipal utilities are the same
as estimated for 1953,

This comparison of revenues tends to indicate that mosé
of the expenditures for the 1954 budget would be approximately the
same as in 1953, However, because of the large increase of ap-
propriaiion te the Anchorage Independent School District and the
large increase in fixed charges. it has been necessary o reduce
expenditures in 22 of the functicnal budgets. On the other hand,
because of the variation in the work program and increased oper-
ating cosis, it has been necessary to increase expenditures for
21 functions, Seven fixed tharges accounts have increased
$153, 000 over the 1953 estimates. Part of these increased cosis
have been offset by the failure to have any unappropriated balance,
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as compared with the $85, 000 available in the 1953 pudget, The
$118; 501 to be credited to the deficit i5 just short of being equivalent
to the two-mill tax levy for this purpose, An attempt was made io
make available the $57, 000 collected from parking meter col-
lections to be used only for parking meier maintenance, new insfal-
lations and acquisition of off -street parking, but it was found tha:

it was necessary to reduce the account $24, 638 in order to balance
the budget and eliminate the deficit.

As sireet improvements, new buildings and facilities are
constructed with bond funds whose retirement charges are paid for
out of the General Fund, the fixed charges will continue to increase,
In the event that additional revenues are not obtained to offset these
increases, then it will be necessary te reduce municipal services
in future budgets,

No provision has been made in the budget for expansion of
services in the event of annexation, nor for increased revenues
that might become available upon anvexaiion., Complete modification
of this budget would have to be made 1o meet these new problems
in the event that any large areas are annexed to the City.

The specific work programs of cach of the functional ac -
counts will explain the differences in the 1954 recommendaticns
as compared with the 1953 budget estimates,

The supplemental requests of the department heads for
incressed budgets total approximately $144,640. This supplerment

will be presented as a separate report by December 4, 1953.

Water Utility Fund

Examination of the Waler Uiility Fund budget shows a
marked change ia financial position of the fund as compared with
a4 year ago. A review of depreciation reserves showed that our
past policy of applying depreciation did not cover A.P. W.'s portion
of installation costs. This has been corrected in the current budget
with an increase in fixed charges of $48, 000, This same appli-
cation was made to the payment in lieu of itaxes, which resulied in
2 $35, 000 increase, Payment of interest and increased payments
to A.P. W. has added $36, 000 more 1o fixed charges of the water
fund. The revenues of the Water Depariment have not increased
sufficiently to meet these new expenses. The 20 miles of water
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distribution mains now located outside the City are not serving as
many consurners as aniicipated, and the ratio of consumers ner
miles of rmains installed is exceptionally low. At least 80% of the
water consumers are connected to the 30 miles of water mains
ingide the city limits. It appears that the outside water services
are not paying their way in spite of the higher water rates. A
complete analysis of this situation will be made early in 1954 You
will note that theoretically a deficit is created in the water wrility
fund by the adoption of the 19054 budget, This deficit will be in the
form of a deduction in the reserve for depreciation and should be
considered a loan out of the depreciation reserve for operating
cxpenses. It is hoped that this finanvial picture will improve in
1954, Ctherwise, water rates will eventually have to be increased,
No contribution te the (General Fund will be forthcoming in 1954.

Electric Distribution Fund

The major increase of electric sales aunticipated in the
1954 budget will be derived from increased energy sales to the
City departments. No consideration is given in this budget with
reference to the electrical rate study completed in 1953, The
budget recommends approximately the same contribution to the
General Fund that was given in 1953, i appears that any rate re-
duction will have to be taken from the contribution to the Genera!l
Fund, and the object of correcting the deficit position does not
encourage reducing electrical rates uniti} energy costs are reducead
when electricity is obtained from the Ekluina Project., The amount
of monrey for capital construction is lower than has been set up in
the past several years, but it appears that without some unforescen
large expansion of the distribution system, ifs recommended amount
will keep our elecirical system in good condition and improve
some of the facilities,

In the event that the City sheuid purchase Inlet Power and
Light, the purchase should be made from the sale of bonds to be
paid within a five-year pericd. Such acguisition would require a
complefe budget! revision.

Telephone Utility Fund

The 1954 Telephone budget shows a large inerease over
53. Part of this increased budget is the result of revenue in-
eases from new subscribers and a cash surplus from the 1953
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appropriation of $60, 000, Of the $158, 000 increase in the Tele -
phone budgei, %5145, 600 represents increases in bonded debt re .
quiremnents and payment in lieu of taxes. The capital construciion
account also shows a $33, 000 increass over the 1953 budger.

The policy adopted by vote of the people in 1953 against
major expansion of the ielephone systein beyond the city lunits hes
curiailed the full utilization of the existing plant facilities, thereny
reducing the possibility of obtaining the maximum returs oo the
existing investment. Approximavely $40. 000 of the caplital con-
strucrtion budzet for 1954 is recommended to be used for minor e«
tensioas of cuszide plant beyond the city limits in order to realize
a better return on the existing plant cagaciiy,

One of the problems {aciang the City Council and the Tele-
phone Department is the negotiation with the Rural Telephone Co-
gperative to extend telephones into the rura! areas and negotiaie
with the City for acquisition of a pars of the City's plant and 1o
interconnect the rural sysiem with the City system. Such negoii-
ations pose economic problems on the City system  [In the eveni
that such action is taken, a budge® revision of the Telephone De.
partment would have to be made late in 1954 to adjust for resulign?
loss of revenues. It is to be noted that coniribution to ihe Generszl
Fund remains about the same as in 1953,

Special sppreciation is exiended 1o the City Compirolier
and his staff in their work towards the preparation of this budget
and the assistance that they have given the varicus deparimenis,
alsc appreciation is extended to the Secrelary of the City Marnager
<t the Adminisirative Assistant and the borrowed persenne) {rom
other departments who worked diligently Y0 meet the deadline of
preparing the budget document.

The budget is banded to you for your study and consider.
ation. Public hearings shou'd be set by the llth of December anc
2 1954 budget adopied before Janvary lst. N is also recommended
that a 20-mili levy be levied ai an early date in December in order
that tax bills may be prepared and mailed prior to January lst,

Yours 1‘1;1;13;,
‘/A?;' 1.::7 /
e Cotrrrre
-7 George C  Shannon, City Manager
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