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The Mayor and Members of City Council
City of Anchorage

City Hall /

Anchorage, Alaska

Gentlemen:

Mary of the prediviions of "new horizons' set forth in the 1959 budget have
come to pass and are basic considerations for the 1960 budget, These cone
siderations include (1) the actions of the 1959 Legislature which affects
municipal finance, (2) the annexation of at least 18 % more property area

into the city, (3) preparation of an area-wide plan of Land Use, (4) the
adoption of a City Charter by the people, (5) the approval of bond issues,

(6) the granting of a gas franchise, and (7) various actions of the City Council
which have influenced financial policies, Reference to these events will be
made throughout this budget message,

Some of the problems mentioned for 1959 will be continuous in nature and
will also have an influence in 1960. This is certainly true with the continuing
defensive action to protect the city's interest with reference to State legis=
lative action. The objective of creating borough government will require
time-consuming effort. The evaluation of requests for annexation by people
living in adjacent urban areas on the fringe of the existing city limits will

» '#mand consideration. Traffic congestion and the ir. Lo
nunioer oi cars and population will require a positive program . .. . pang
major highway routes with the BPR, State, and other public agencies for both
immediate relief and long-range relief. Utility problems, such as the pro-
posed Boundary Agreement with CEA, an action program for electrical gener-
ation, and decisions on purification of the water supply, all will have an
influence on our work program for 1960, The City Council and the people
must continuously weigh their desire of satisfying public demands for service
and constructing public facilities within the limits :of existing revenue sources.
They must make such decisions as raising property taxes or creating new
sources of revenue versus the propositions of reducing standards of service
and postponing construction of future street, sewer, school and other com-



munity facilities, The year 1960 will also require enactment of new ordia
nances to implement the requirements of the Charter in regard to the oper-
ation and organization of the city government,

All of the above items for consideration in 1960 are problems that must be
dealt with positively, if the City of Anchorage is to continue its march of
progress and its leadership in serving its people with local governmental
services., Evidence of meeting the financial problems head-on are found
throughout this document. For example, in discussing needs and re-
quirements with the various department heads operating under the General
Fund, the first tabulation of requirements showed a need of $340, 000 more
than was available from the revenues, including an llemill property tax,
When this factor is coupled with the loss of revenue caused by tax exemption
established by the l.egislature, a realistic budget would require a l-mill
increase in revente and a reduction of at least $200, 000 in departmental
requests. Fortunately, the City Council has a choice of many avenues, It
may increase the mill rate as recommended, search for new sources of
revenue, or assume that the State-imposed tax exemption is not in keeping
with State constifutional provisions of assuring home rule to clties. There
are many aréas for Council decision that will effect an increase or decrease
in expenditures as shown in the budget.

In order that the City Council and the public may properly evaluate the recom«
mendations found in this budget, the document is again prepared with a de=
scriptive explanation of the various revenue sources and how the estimates
were calculated. It also provides for a detailed description of the work that
will be accomplished for the expenditures, which are divided into service
functions, A five-year comparison of expenditures is shown for each account,
and the expenditures are divided into personnel costs, capital outlay, and

other)' These charts give the trends of expenditures for each account, Bew
cause of these details, the document appears bulky and formidable, but
because of the size of the city's operations, such documentation is necessary
in order that the Council may be acquainted with the many factors whick they
should weigh in making their decisions.

GENERAL FUND

The General Fund budget has increased to $4, 075,000, as compared with
$3,472,000 for 1959, or a 17% increase in total budget. At first glance, this
appears to be a substantial increase for general governmental services,
However, upon analysis, considering the influence of annexation and increasing
debt requirements, the per capita costs of government only represent about
the same percentage of increase that the cost of living has increased within

the area. This is aptly illustrated by a study of the per capita costs chart
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in Figure I, With the 1959 annexations, it is estimated that the population of
the city will be 38,000 in 1960, The total city government costs per capita are
$107, of which approximately $20 is for debt service, leaving $87 for the vari=
ous rounicipal functions, This figure compares with the 1952 per capita costs
of $121 total costs, of which $10 was for debt service and $111 for General Fund
seUvV1ices,
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A has been tine practice in the past, annexations for the future budget year
cannot be accurately anticipated and, since no revenues would be available from:
an annexations that would occur i= 1950, the budzet is developed on the same
is that, as aunexations occur, duriny the first year the municipal services

e to e spread thinner. The history of annexation and its eifect upon
the groooth of the city is aptly illustrated on the annexation map shown in
Fizure &, This reveals that thie 1759 annexations have increased the city from
16,7 square miles to 12, 1sq., miles or 18,%2, which compares favorably with
the incieased population and the increase in government costs,

Population increase 15%
Area increase 18%7%
Budget increase 17%
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GENERAL FUND REVENUES:

The general property tax still remains the main source of revenue for the
General Fund, General classification of the revenues reflect the following
proportions:

Property Tax ’ 44%
Utilities (payment in lieu of tax and contributions) 24%
Service Charges 12%
Licenses and Permits (including those collected by the State) 11%
Other Revenues 9%

(5-year comparison of General Fund revenues are found opposite page 5)

The property tax estimate has been influenced by (1) the tax exemption of
REA co-operatives from property taxes, (2) additional valuation added to
the c1ty s tax roll through annexation, The first factor represents a loss
-e2ssment roll of $8, 000, 000 in property value or a t:x la: . of
$1 :’g, UU0 tor tie support of city government and the schools, This will be
partially offset in 1961, when the State of Alaska appropriates to the city and
the school district approximately $45, 000 (city $10,000, school $35, 000) as
payment in lieu of property tax, based on 2% of gross receipts. None of this
money will be available to either governmental unit in Zit’s 1960 budget. .
Since the Legislature has established a state-wide policy that customers of
- consumer-owned electrical systems should not pay property taxes, then it is
reasonable to presume that the customers on the city's electrical system
should not make ""payments in lieu of tax' based on property valuation., This
| imposes an additional revenue loss from property tax sources to the city
government of another $90, 000, By adding these two tax losses together,

you will find the following:

City Tax Loss from CEA $88,000
Tax Loss from ML&P 90, 000
Total ) $178, 000

Obviously, the only method by which this revenue could be made up is to

- place the burden on all the other property owners within the city, just as the
School District had to do in its 1959-'60 budget. Since the tax roll is esti-
mated at $150, 000, 000, this would mean an increase of about 1. 15 mills,
For this reason, the budget is computed on a 12-mill tax rate for 1960, as
compared with the 11-mill tax rate used in 1959, This increase is partially
offset to those city property owners who are being served by the ML&P,
which anticipates a 10% rate reduction as a result of the $90, 000 tax savings
to ML&P for 1960,
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In 1959, the L.and Evaluation Committee has been: working with ths Tax
Assessor to have the tax values reflect current market values instead of the
1955 market values, which have beenfollowed.during the last four years,
Preliminary reports from this Land Evaluation Committee indicate that the
actual values will be in the neighborhood of $250, 000,000, It is assumed
that 60% of the 1959 market values will be used, thus making a net assessed
valuation of $150, 000, 000, Should the City Council choose to change this
formula and use a higher percentage for assessed valuation, then the
assessment roll will be larger and the mill rate will be lower, but the net
tax income could remain the same,

In addition to these above influences, the City Council may also choose to
ignore the state law and tax the CEA co-operative on the basis that the legis-
lation enacted in 1959 is unconstitutional in that it interferes with the consti-
tutional concepts of home rule for local government, If this were done and
the city won its case, then the 12-mill estimate could be lowered to 11 mills
and still obtain approximately the same amount of revenue. The final tax
rate will not he set by the Council until after it has met as a Board of Egual-
ization in March. The decisions of assessment ratio and tax rate and the
amount of revenue to be derived from taxation will be made at that time.

The second major source of revenue to the General Fund is collected from
the municipally owned electrical, telephone, and water utilities in the form
of payments in lieu of tax and contributions generally thought of as a dividend
on the profits from these utility operations. Even with the $90, 000 not
included as a payment in lieu of tax from the electrical department, the total
revenue from the utilities to the General Fund is $964, 000, This represents
the equivalent of 6 mills of property tax. $435,000 of this total comes as a
dividend on the operation of the electrical utility, Theoretically, since the
State Legislature has indicated that customers of consumer-owned electrical
systems should not be taxed and that electrical rates should not contain a tax
structure, it appears reasonable also that they should not reflect a profit
going to the General Fund. If this reasoning were followed, it would mean
that the tax rate would have to be increased 3 mills to offset thic divid -nd

v s ket wvweral Fund, The inequity of the present situation becor . -
obvious when city residents, who are consumers of the city electricail
system, realize that they represent only about one-half of the people and that,
through their electrical rates, they are paying the equivalent of, three mills
in taxes for all the property owners of the City of Anchorage, In addition,
these city rate payers are not getting the benefit of the tax exemption on their
income tax computations, because this contribution is not in the form of a
tax but in the form of a profit. Assuming that the City Council did not choose
to increase the tax rate 3 mills to cover this revenue loss, a more equitable
solution would be for the city to reduce its electrical rates to wipe out payment
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in lieu of taxes and the dividend and reduce the electrical revenue by $525, 000,
which would mean approximately 20% reduction in the electrical rates. In

lieu of this revenue source, the City Council could, under its home rule status,
impose an Electrical Energy Use Tax that would apply to both the CEA
customers residing within the city as well as ML&P customers to make up

the difference in this revenue loss, The rate of this use tax would approximate
15%., The benefit would be that the consumers of ML&P electricity would get

a 20% reduction in electrical rates, which would be partially offset by the

15% use tax, and all the consumers of the CEA within the city would then be
paying the same rate of contribution to the General Fund that is now being

pald by approximately one-half of the electrical consumers of the city. The
15% use tax could be charged off on income tax returns as an exemption~«~the
same as property tax or sales tax, In this manner, equity would be obtained
insofar as taxation is concerned on electricityconsumers: Detailed expla-
nations for the contributions of the utilities to the General Fund are found in
the revenue section under payment in lieu of tax on page7, and the dividends
from the utility funds are found on pages18 through 21,

There is little change in the license fees collected by the state and by the city, -
except the normal increase that is brought about by increased areas of an~
nexation. The service charges, which include garbage collection and parking
meter revenue, has increased only in proportion to increase in population,
The same holds true for the other forms of revenue that represent only 9%

of the total budget. Again, noticeably lacking in the City of Anchorage budget
is the common form of taxation used by cities throughout the state; namely,
the sales tax, which helps spread the burden of costs of community im-
provements. With all the tourist trade in Anchorage, itseemsreasonable
that some equitable formula could be resolved that would make some type

of sales tax acceptable to the citizens of Anchorage. Such a revenue source
would provide most of the additional revenue to meet some of the more
pressing problems that require more substantial amounts of money, such as
street paving, freeway construction, sanitary sewers,and storm drains,
without creating an unbearable property tax structure. This is an area where
the people are eventually going to have to face the facts of either reducing
their requirements or show a willingness to pay for the community progress,
from which all would enjoy and profit.

GENERAL FUND EXPENDITURES:

The expenditures of the General Fund are set forth under the various govern-
mental functions and services performed by the city. Actually, each
functional account is an explanation of the general nature of the work carried
on by each division and the work program that is to be accomplished with the
amount of money that has been recommended as an appropriation for its
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Lot O iztive programs provide a stondasrd ul servite., AG
fht \n%y Cf:ﬁur’ml reviews these work programs, they may find areas in which
improved standards are df.su ed and areas in which less service will be
provided. Wherever changes are made in the appropriations, a change in
the standard of service, as described in the work program, should follow.
Only in this manner can a balanced budget be retained. Upon examination,
you will find that costs of some services have increased because of annex-
ation, yet in other services, such increased costs are not reflected. The
major changes are highlighied as fcllows:

Fixed Charges relative to contributions to special assessment
funds, interest on bonds, and payment of principal on bonds show an increase
from $623,000 in 1959 to $780, 000 in 1960, This one item represents 25%
of the total increase in the 1960 budget over the 1959 budget.

A second major item of increase is the Fire Department, {r-m
$371,000 in 1959 to $479 000 in 1960, This represents another 16% of the
Tnr~o Tha - » far this large increase in the Fire Department lunciion
is that the City Coancn has given instruciions tc reduce the firemen's hours
from a 7Z2=hour week to a 64-hour week. This policy requires the employment
of seven men in order to provide the same number of man-hours of work under
the 64-hour week as has been provided in the 72-hour week, These seven
men will cost the dépa.rtment $65, 000 in salaries and $10, 000 in annual leave
payments. In other words, the net result would be no increase in protective
forces even though there has been increased requirements because of annex-
ation. Before this portion of the budget is adopted, the City Manager recom-=
mends that the City Council study a supplemental report and consider some
modification of the policy that was adopted in May 1959 to shorten firemen's
“hours as much as 8 hours per week, Some compromise solution should be
reached so that at least part of this increase will mean an increase in net
fire fighting force. $13,000 has also been set up as a first payment on a new
fire truck.

= Police Department budget is increased $51,0003% . - n
» s wwe 3o 7 oore nolice officers and the operation of an » it ~trol
cax, Ahis will streagthen police services that have been weakened by a
greater area of coverage caused by annexation. The Chief of Police has
written a very comprehensive work program covering his departmental

operations,

The budget contemplates the regular Personnel Survey, which is
conducted once every three yvears at an estimated cost of $6, 000, Many
positions have changed in scope of responsibility with the growth of the city
wm"hm the last three years, yet wage adjustments should be e"arefullj
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considered in order to keep the salary plan workable. Also, there has been
indication from private businesses that city salaries in some areas are
above the prevailing wage scales.

The Planning and Zoning function shows an increase of one ad-
ditional person functioning in the department. Itis anticipated that the
city will make application for a planning grant to match part of the Planning
Department budget increase. With the Federal funds and the increased
budget, a long range plan of municipal improvements with priorities can be
completed.

The Municipal Garage account shows an increase of $49,000, The
only expenditure shown for this sccount as a Genersl Fund item is the purchase
of additional pieces ol equipment. The reason for the large increase in this
year's budget is to provide for the equipment requirements of the annexation
area.

There are many other Iﬁtﬁg‘hii.gh.‘ﬁs ihat can be found in the work
programs of individual departmental accounts which, when totaled, show an
impressive amount of services that will be rendered to the citizens of
Anchorage under the proposed budget.

The program presented is designed to present a balanced budget to
the Council, as required by the City Charier. There is an unappropriated
balance of $8,907 which should remain available for unforeseen requirements.
At the same time, it is pointed out that there is still approximately $200, 000
in supplementary requests which have not been met in this budget. These
items too should be reviewed by‘rthe City Council as a part of the budget
presentation,

UTILITY FUNDS
WATER UTILITY:

The large increase in the Water Department budget is accounted for primarily
by the anticipated acquisition of the Spenard Utilities Corporation water
system, This increases the water sustomers approximately 20%, by adding
500 new customers inside the city and 601 customers outside the present

city limits. It is also anticipated that 400 new customers will be added
throughout the consolidated system in 1960, New subdivisions, new industrial
areas, and contract payments from ‘he new Mental Health Hospital, the
Alaska Methodist University, and some of the new schools have added ma-
terially to the "contributions in aid of construction,' Although the budget
shows that a part of the money that is charged to depreciation will have to



be used for payment of some of the outstanding bonds, it is believed that a
modification of this budget proposal will be forthcoming later in the year,

after obtaining more experience in the operation of the new water system

and more definite information in regard to "contributions in aid of construction, "
It is anticipated that, before the end of the 1960 fiscal year, there will be

$346, 000 in water projects that were started in 1959 to be completed in 1960,
together with an estimated $740, 000 more in new projects. These projects

are financed mostly out of bond fund monies. There will probably be new
subdivisions which will require installation of water lines by the city that

cannot now be anticipated.

ELECTRICAL UTILITY:

The Electrical budget contemplates a 10% reduction during the last six months
of the fiscal year, should the City Council adopt the proposal to exempt the
01ty electrical utility from making payment in lieu of city taxes, in order to

‘. cidiscriminatory basis with the CEA, The budget ar'icin~ 5 an
oy iacrease i sz'e of kilowatt hours and a small increase in o r_.al. num{?:&er of
customers. Since the Boundary Agreement has not been resolved with CEA,
there has been no consideration given to any budgetary change that would
result in the operation and maintenance of the new facilities. Should the
Boundary Agreement be resolved, then a new budget would have to be prepared
at that time.

The city has been watching its source of generation very carefully, and it is
rather apparent that positive action must be taken within the first 60 days of
the new fiscal year to engage engineering consultants to make recommendations
as to what course the city should follow in acquiring new generation facilities.
The work program of the Municipal Light and Power Department re-emphasizes
this necessity. The city has an obligation in providing this utility service in
the same manner that it would have as a governmental service. The work
program also explains its continuation of implementing the underground
facilities, increasing transformer capacity, and activation of one new sub=-

~ station in order to maintain a high standard of electrical service to the

ML&P customers, As rates decrease, it has been shown that power con-
sumption increases. This, again, is a reminder of the seriousness of

entering a positive program to augment our generation facilities within the

next two years,

TELEPHONE UTILITY:

The Telephone budget shows an increase in revenues as a result of the com=-
pletion of its $3, 000, 000 expansion program,. Itis anticipated that 2500 new
customers will be added during the year, Some additional expansion will be



made to one of the new satellite exchanges, making another 1, 000 lines of
equipment available. Because of the type of our new system, this addition
will be made at fairly nominal cost. Plans are to be firmed up to expand the
central exchange building for future additions and central office equipment
within the next two years. Serious consideration should be given in planning
a combination telephone and electrical building for the field forces, to be
located at the corner of First and Post Road, Plans should be prepared in
1960 with a target of construction in 1961. In the design of the structure,
features should be incorporated that would tend to bring about some con-
solidation of similar functions of these two utilities,

The Telephone Engineering section as well as the Administrative section
will be strengthened in the new work program, The utility has grown to such
an extent that strengthening supervision for more effective control will be
implemented. Examination of the budget of the department reveals that the
net earnings will more than meet the bond requirements under an earning
ratio requirement of 1.9% above the principal and interest fixed charges.
This will coniinue to improve the financial position of the Telephone De.
partment and make future financing even more attractive,

% ok ok ok K K dk ok ok kK

The department heads have been particularly helpful in the preparation of
this budget by preparing their work programs for the amount of money al-
located by the City Manager. They have used a realistic approach and have
recognized the responsibilities and requirements of other operating de-
partments and have demonstrated a consciousness of the necessity of pro-
viding the total municipal service objectives, The Controller and his staff
have spent long hours in the preparation of this budget and in checking the
figures, The City Manager's staff and personnel in the Fire Department
have been helpful in the mechanics of budget preparation.

This budget has been prepared in accordance with the Charter requirements,
and the final budget, when adopted, will be controlled in accordance with
the Charter requirements. The Charter requires that the City Council
shall conduct an advertised public hearing not less than one week before
final adoption. The Charter prescribes that the Council shall adopt by
resolution a budget for the next fiscal year by December 22nd, and if a
budget is not adopted prior to December 29th, then this budget proposal
shall become the appropriation basis for the 1960 fiscal year, The City
Manager and the department heads will be available at any time to discuss
the details of the budget and provide any other information that will be re-
quired. ‘

Respectfully submitted,

/&ﬂ?/‘ . (2
George €, Shannon

City Manager
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CITY COUNCIL ACTION:

On December 22nd, the City Council adopted this proposed budget with the
following changes:

_ Additions Deductions

City Council $ 2,250 $

* Credited to Charge Utilities 6,000
City Manager 1,392

* Credited to Charge Utilities 7,000
Planning Commission 11,800

Dog Control 4,850
Traffic Signals | 2,385
Health Department 1,500
Parks and Recreation 2,500
Unappropriated Balance 8,907

TOTAL \ $ 24,292 $ 24,292

* These account credits are charged to the three utilities equally, as
representing the estimated amount of time spent on utility functions.
Therefore, it should be paid directly by the utilities.

These changes have been incorporated in each budget account of the published
budget document. In adopting the budget, the Council did make the reservation
that the final mill rate would depend upon the total assessed valuation, as
determined by the Board of Equalization in March.
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REVENUES

General Fund

Taxes
Other General Revenue
Revenue from Utilities

Water Utility Fund
"'e* Rate Water Sales

Uther Operating hevenuss
Non-Operating Revenues

Electric Utility Fund

Revenue from Sale of Eleciric Power
Other Operating Revenues
Non—-Operating Revenues

Telephone Utility Fund

Local Service Revenue
Other Operating Revenues
Non~Operating Revenues

TOTAL REVENUES . & &+ o o o o ¢ o o

SUMMARY OF SOURCES OF

Estimated
1959

$ 1,680,001
1,259,299

532,956

$ 3,472,255

$ 660,000
25,500
358,640
$ 1,044,140

$ 2,284,002
45,500
217,306

$ 2,546,808

$ 1,922,000
105,000
494,426

$ 2,521,426

$ 9,584,630

ALL

Estimated
1960

$ 2,121,281
1,293,241
661,070

$ 4,075,592

)

30,240
283,379

~$ 1,086,969

$ 2,338,828
71,000
221,500
$ 2,631,328

$ 2,126,000
95,000

419, 837

$ 2,640,837

$ 10,434,726



REVENUES AND EXPENDITURES
FUNDS

‘General Fund

Operating Expense
Debt Service

Water Utility Fund

Operating Expense
Debt Service

EXPENDITURES

Contribution to General Fund

Construction

Electric Utility Fund

Operating Expense
Debt Service

Contribution to General Fund

Construction

Telephone Utility Fund

Operating Expense
Debt Service

Contribution to General Fund

Construction
Unappropriated Balance

TOTAL EXPENDITURES . .+ ¢ . . . . &

Estimated
1959

$ 2,850,545
621,711
$ 3,472,256

$ 463,760
229,670
44,580
__306,130
$ 1,044,140

$ 1,554,974

120, 350
402,571
468,913
$ 2,546,808

$ 1,276,131
746,654
85, 805
304,701

108,135
$ 2,521,426

$ 9,584,630

Estimated
_ 1960

$ 3,294,691
780,901
$ 4,075,592

$ 580,606
340, 642
58,952
106,769

$ 1,086,969

$ 1,702,890
Q=

435,038
__493,400

$ 2,631,328

$ 1,414,590
716,560
167,080
342,607

Qe

$ 2,640,837

$ 10,434,726



