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Financially hard-pressed Alaska hospitals and other health providers got some much 
needed federal government cash this week but it’s not nearly enough to cover losses. Be-
cause of COVID-19 restrictions on non-emergency care hospitals have been running 50 
percent to 70 percent below normal service levels, which is taking a huge bite from reve-
nues (other providers, including physicians, are in the same position). About $69 million 
was received this week directly from the federal government by 200-plus rural hospitals, 
clinics and other health providers. The funds were designed for rural providers. This is 
in addition to $84 million received recently in federal grants that were distributed to all 
Medicare-enrolled providers. Hospital CEOs welcomed the money but say it’s not enough. 
Hospitals and nursing homes in the state are running losses estimated from $71 million to 
$79 million monthly and are expected to lose $282 million from March through June.

Meanwhile, the state is sitting on $331 million designated for health care facilities that 
is part of the $1.25 billion grant received under the CARES act. Unlike other parts of the 
$1.25 billion grant unsnarled in a legal problem over appropriation of funds, the state 
Department of Health and Social Services, or DH&SS, has ample authority from the Legis-
lature to distribute these funds. DH&SS officials say they are still assessing needs of hospi-
tals, but how and when the funds will be disbursed is not clear.

Our reports are protected by Copyright. Please do not forward to others without permission. 
© COPYRIGHT   Email: timbradner@pobox.alaska.net

Inside: 
• New federal guidelines gives the state and municipalities flexibility to shift 
unneeded federal funds rather than having to return money (Page 2)
• Confusion on approved federal guidelines; expense tracking needed (Page 3)

UAA Small Business Development Center: 9,000 SBA Payroll Protection Program 
loans awarded in Alaska for $1.2 billion. More in our next report.

Federal money comes in; state funds still sitting
Health providers get some help, but not enough
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There is particular concern for Fairbanks Memorial Hospital, however, which fell through the 
cracks in getting money in the last two CARES act federal distributions including this week. The 
problem for the Fairbanks hospital, which is losing over $13 million a month, is that it didn’t fit 
the complex federal criteria for the federal grants. It is a community-owned hospital but is too 
big to be classed as a “critical access” facility, a designation intended for hospitals in small com-
munities like Cordova or Kodiak. It is also designated a “rural referral” hospital serving Interior 
and northern Alaska (an area the size of Texas, state H&SS Commissioner Adam Crum points 
out). However, the two designations combine in a way to tangle the hospital’s qualification for 
federal CARES act funds, we’re told. 

State officials and the state’s two U.S. senators were in lengthy phone calls with federal of-
ficials this week trying to get more flexibility for the next batch of federal funds targeted for 
health care providers. Fairbanks Memorial did get $3.4 million in federal funds under another 
program, we’re told. 

Anchorage’s two large hospitals, Providence and Alaska Regional, didn’t get federal money 
either this week because they are in a “metro” area ineligible for funds designated for rural facil-
ities. Those hospitals, however, are part of financially-stronger Lower 48 hospital groups. Fair-
banks Memorial is a community-owned nonprofit and is much more exposed. This doesn’t mean 
Providence and Alaska Regional aren’t feeling the sting. Losses for larger hospitals are estimated 
at $40 million to $50 million per month.

Dunleavy goes after legislators over release of federal funds
Gov. Mike Dunleavy is scolding legislators over the Legislative Budget and Audit Commit-

tee’s reluctance to roll over on the governor’s request to approve about $850 million in federal 
CARES acts funding for communities and businesses. However, legislative attorneys say the 
“RPL” process proposed by the governor can’t legally be done by the LB&A Committee. This is 
a procedure used for minor budget adjustments between sessions. The problem is that it can only 
be done with a legislatively-established program that has existing approval to receive federal 
funds, that authority is then expanded by the LB&A Committee. In this case there is no program 
established, or at least workable, to distribute the community funds and certainly no program for 
grants to small businesses and nonprofits. Legislative attorneys told lawmakers that budget ap-
propriations by the Legislature are needed, which will require the Legislature coming back to Ju-
neau. If the LB&A Committee approves the RPLs anyway it’s likely that someone will sue, tying 
up the funds as a court battle ensues. Lawmakers called a recess for the 2020 session because of 
COVID-19 after passing a budget and othe critical bills. They can reconvene the regular session 

Fairbanks Memorial cut out of latest federal aid
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before the 120th-day mandatory adjournment, which is next week. If they don’t, the 2020 
session is adjourned and a special session will have to be called either by the governor or 
the Legislature. 

 
One way or another this problem will be solved 
One way or another the complication of legally disbursing the federal funds will get 

sorted out. But meanwhile, there’s some good news for municipalities trying to figure out 
how to navigate restrictions on using the federal CARES act money when it comes. New 
guidelines issued by the U.S. Treasury indicates now that unspent money sent to commu-
nities (municipalities and unorganized communities) can be reallocated to other commu-
nities who need money, Alaska Municipal League executive director Nils Andreassen 
told the House Community and Regional Affairs Committee on Wednesday. While the 
mechanism for doing this still has to be worked out by the state, the authority there. 

Municipal officials are concerned that given the definitions of approved expenditures 
in the CARES Act they may be unable to properly spend the money by the end-of-year 
deadline, and that it would have to be returned. Now there appears to be more flexibility 
However, there’s still a lot of concern, Andreassen said, over ambiguities in what con-
stitutes approved expenditures (they are to be related to COVID-19 impacts). Clearly, 
direct responses to the health care emergency, like testing, help for first responders and 
compliance with state health mandates, are approved but things quickly get mushy: How 
much of a municipalities’ fixed costs related to closed facilities like swimming pools and 
libraries can be paid with CARES funds is unclear. 

Local officials are going to have to make a lot of judgment calls 
Local officials are going to have to make a lot of judgment calls and they worry about 

the federal government coming back to reclaim funds. Andreassen said AML is organiz-
ing to lend assistance to its 161 municipal members, perhaps with a “hot line” staffed by 
attorneys. Rep. Steve Thompson, R-Fairbanks, House C&RA Committee asked Andre-
assen how unincorporated communities, who are not among AML’s municipal members, 
can get assistance. Andreassen said that since the Legislature is legally the “assembly” 
for the unorganized borough (areas of the state outside municipal boundaries), this be-
comes a state responsibility, likely through the division of community assistance in the 
Department of Commerce, Community and Economic Development. 

New federal guidelines: Flexibility on unused funds

– Continued on next page
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It’s also clear that lost revenues can’t be recouped under the Treasury guidelines (al-
though the CARES act itself doesn’t seem to require this). For municipal and private 
owners of utilities the prohibition against cutting people off for nonpayment will have 
an impact. There are a lot of efforts underway to persuade Treasury to back off this rigid 
interpretation,  Andreassen told the House committee.

A quick survey by AML of its members on COVID-19 impact costs brought 17 re-
sponses indicating estimated costs of $87 million since March and that is likely incom-
plete. “A quick estimate is that this is likely to be a billion-dollar crisis for communities 
in the short term,” meaning this year, Andreassen told the committee.

Further points were made by AML in a May 4 letter to Senate President Cathy Giessel 
and House Speaker Bryce Edgmon:

• Local governments are currently undervaluing their allowable expenditures under the 
CARES Act guidance – Treasury guidance didn’t exist when tracking began and there is 
a need to look back and reevaluate expenses, even as the wait continues for more clarity

• Local governments should be able to expend their overall allocation of CARES Act 
funding but will still see a relative and significant deficit – this is almost entirely because 
of lost revenues but also the additional measures that cities and boroughs will need to 
take to ensure public health

• A municipality and the state Office of Management and Budget should be able to 
identify unspendable or unspent funds that may need to be redistributed to communities 
in demonstrable need. There should be a mechanism to reallocate funds so the state can 
capture federal funds and meet community needs

•  It will be difficult to anticipate expenses over the next eight months, assuming poten-
tial spikes or surges of coronavirus cases. In many ways the CARES Act funding can be 
considered an insurance policy for what remain very unknown future circumstances

• Community support mechanisms will make up the majority of local government 
expenditures, to strengthen and provide relief to businesses, organizations and individu-
als. Local control will mean fine-tuned measures that support community residents and 
economic activity

• Congressional or state support will be necessary – this crisis contributes to the rela-
tive instability of many local governments, where the erosion of state and federal support 
over time and a minimal tax base have meant that budgets are fragile and community 
needs may go unmet

– Continued from previous page

Recoup of lost revenues still not allowed; efforts underway


