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W TNESS REG STER

RYNNI EVA MOSS, St af f

to Representative John Coghill

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Presented SSHB 133 on behalf of
sponsor, Representative Coghill.

DAN BOCKHORST, St af f

to the Local Boundary Comm ssion

Di vi sion of Community Advocacy

Departnent of Comrerce, Community, & Econom c Devel opnent
Anchor age, Al aska

POSI TI ON STATEMENT:  Expressed concerns with SSHB 133.

BOB HI CKS, Vice Chair
Local Boundary Comm ssion (LBC)
Anchor age, Al aska

t he

POSI TI ON STATEMENT: Testified that Sections 1-2 of SSHB 133 are

patently unconstitutional.

DARRCLL HARGRAVES, Chair

Local Boundary Commi ssion

Anchor age, Al aska

POSI TI ON STATEMENT:  Expressed concerns with SSHB 133.

ROBERT KALLI O
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Fai r banks, Al aska
POSI TI ON STATEMENT: During discussion of SSHB 133, expressed
concerns with the aggregate voter nethod of annexation.

DAVE THOVAS
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in support of SSHB 133.

LARRY MEUN ER

Fai r banks, Al aska

POSI TI ON STATEMENT: During discussion of SSHB 133, expressed
concerns with the aggregate voter nethod of annexation.

VI CKY PADDOCK

Fai r banks, Al aska

POSI TI ON STATEMENT: During discussion of SSHB 133, urged the
commttee not to take away her ability to choose [where to
live].

KAREN SAVERDA
Fai r banks, Al aska
POSI TI ON STATEMENT: Urged the conmttee to pass SSHB 133.

JOE CARLSON

Fai r banks, Al aska

POSI TI ON  STATEMENT: Testified that if SSHB 133 can provide
protection against [|large governnment], then he is all for it.

TI M JOYCE, Mayor

City of Cordova

Cor dova, Al aska

POSI TI ON STATEMENT: Testified that passage of SSHB 133 w |
prevent any future borough formation except in special interest
ar eas.

ALAN LEMASTER

Gakona, Al aska

POSI TI ON STATEMENT: Encouraged the commttee not to pass SSHB
133, but to draft legislation that would work and not have
constitutional chall enges.

VI CTOR FI SCHER

Anchor age, Al aska

POSI TI ON STATEMENT: Speaki ng as a nenber of the Constitutional
Convention and the Al aska Territorial Legislature, expressed the
hope that the commttee wouldn't act on SSHB 133.
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VI OLA JERREL, Ph.D

Homer, Al aska

POSI TI ON STATEMENT: During discussion of SSHB 133, expressed
concerns with the LBC and its regul ations.

CRAI G FLEENER

Counci | of Athabascan Tribal Governnents

Fort Yukon, Al aska

POSI TI ON STATEMENT: During discussion of SSHB 133, expressed
concerns with the current LBC regul ations.

FREDRI CK SHEEN, Presi dent

Delta Junction Chamber of Commerce

Delta Junction, Al aska

POSI TI ON STATEMENT: Testified in support of SSHB 133.

DI CK SHULTZ

Tok, Al aska

PCSI TI ON  STATEMENT: Testified that SSHB 133 should nove
forwar d.

ACTI ON NARRATI VE

COCHAIR BILL THOVAS called the House Comunity and Regional
Affairs Standing Commttee neeting to order at 8:07:27 AM
Representatives O son, Thomas, LeDoux, Neunan, and Salnon were
present at the call to order. Representative Cissna arrived as
the neeting was in progress.

HB 133- LOCAL BOUNDARY COWM SSI ON REGS & PONERS

8:08:10 AM

CO CHAI R THOVAS announced that the first order of business would
be SPONSOR SUBSTI TUTE FOR HOUSE BILL NO 133, "An Act relating
to incorporation of boroughs and to regulations of the Local
Boundary Commission to provide standards and procedures for
muni ci pal i ncor poration, recl assification, di ssol uti on, and
certain municipal boundary changes; and providing for an
effective date.”

CO CHAIR THOVAS announced that SSHB 133 wouldn't be reported
fromcomittee today.

8:08: 23 AM
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RYNNI EVA MOSS, Staff to Representative John Coghill, Al aska
State Legislature, presented SSHB 133 on behalf of the sponsor

Representative Coghill. This legislation is about fairness and
it guarantees that people wll be involved in formng |ocal
governnments, she said. Ms. Mbss specified that SSHB 133

guarantees that when a proposal is submtted to the |egislature,
it has already been reviewed by those in the area [to be
annexed] . Furthernore, the legislation requires at |east one
public hearing and an election. The legislature also requires
that the proposal nust be approved by the voters prior to being
submtted to the |egislature. Ms. Moss highlighted that SSHB
133 addresses a gray area with regard to the use of aggregate

votes versus votes that are described in statute. The statute
specifies that there will be a vote of the people who are going
to be annexed and a vote of the people in the existing
muni ci pality. However, a regulation specifies that the Local

Boundary Conmission (LBC) <can take an aggregate [of the
aforenentioned two votes] and a mmjority approval would allow
the annexation to occur. The aforenentioned is contrary to
statute.

8:10: 33 AM

REPRESENTATI VE LEDOUX inquired as to the history of this wth
regard to the LBC, and asked if there have been a nunber of
i nstances involving [the aggregate vote].

M5. MOSS related her understanding that the LBC has never used
an aggregate vote, although it has been the source of discussion
in the Fairbanks area. This legislation specifies that the LBC
won't institute regulations contrary to statute.

8:11:38 AM

REPRESENTATI VE LEDOUX expressed concern that regulations can be
contrary to statute.

M5. MOSS said she was surprised as well.

8.12:15 AM

REPRESENTATI VE NEUVAN spoke in favor of SSHB 133. He suggested
t hat perhaps new boroughs haven't forned because people haven't

had a say in their communities.

8:13: 03 AM
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REPRESENTATI VE SALMON inquired as to how SSHB 133 woul d i npact
the current statute.

M5. MOSS clarified that SSHB 133 doesn't inpact the statute at
all. She pointed out that AS 29.06.040 specifies that
[ annexation] nust be approved by a mgjority of votes of those
residing in the area being proposed to be annexed or detached.
However, the regulation refers to approval by a majority of the
aggregate votes of those who vote in the area proposed for
annexation as well as those who vote in the annexing borough.
This legislation nmerely adds |anguage in AS 44.33 that specifies
the LBC has to adopt regul ations, standards, and procedures that
conply with existing statutes.

REPRESENTATI VE SALMON posed a situation in which Fairbanks
annexed another area. He inquired as to how the vote in the
area proposed for annexation wuld be conpared wth the
[ annexi ng bor ough].

M5. MOSS answered that there would have to be a majority vote in
favor of the annexation from each group.

8:15:18 AM

REPRESENTATI VE SALMON inquired as to what occurs when the
annexi ng borough receives a mgjority of votes while the area to
be annexed doesn't.

M5. MOSS clarified that the statute specifies that both votes
[that of the annexing area and the area to be annexed] have to
approve the proposed annexation by a mgjority in each area,
ot herwi se the annexati on woul dn't occur.

8:15: 48 AM

REPRESENTATI VE LEDOUX said she is inclined to support SSHB 133.
However, she inquired as to whether Alaska's current |aw allows
comm ssions to overrule statute, which she characterized as a
| ar ger probl em

M5. MOSS inforned the committee that an interim project is going
to be to review other regulations and whether they conmply with
statute.

8:16: 29 AM
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CO CHAIR OLSON asked whether the Homer annexation a few years
ago was an aggregate vote.

M5. MOSS said that she didn't know.

COCHAIR OLSON related his wunderstanding that the Honer
annexation was anbiguous enough that a lawsuit is still going
on.

8:17:34 AM

DAN BOCKHORST, Staff to the Local Boundary Comm ssion, Division
of Community Advocacy, Departnent of Comrerce, Community, &
Econom ¢ Devel opnent ( DCCED) , expl ai ned that the Honer
annexation was a |egislative review annexation processed under
Article X, Section 12 of the constitution. Therefore, the Honer
annexation didn't involve an aggregate vote or any vote.

8:18: 08 AM

REPRESENTATI VE SALMON inquired as to the process the Honer
annexation foll owed.

MR. BOCKHORST reiterated that the Honer annexation followed the
proceeding set out in the constitution [under Article X, Section

12]. The constitutional proceeding has been used in excess of
125 tines to initiate annexation or other boundary proceedings.
M. Bockhorst explained that the constitutional proceeding
requires an initiation of a petition by the |ocal governnent or
sone other group of citizens. Under this process there is
extensive public notice of the filing of the petition and
opportunity for interested parties to file coments and

responsive briefs on the proposal to which the petitioner has an
opportunity to respond. The departnent and the staff of the LBC
are required to prepare a prelimnary report examning the
petition, the responsive briefs, the reply briefs, as well as

any independent analysis and investigation. The prelimnary
report is subject to a mninmum of four weeks of public review
and comments. After consideration of the coments on the

prelimnary report, the departnment issues the final report. The
LBC is required by law to go to the area in question and hold at
| east one public hearing. The LBC has the opportunity to nodify

the petition if it finds it conpelling to do so. If the LBC
approves the petition and the petition is for |legislative
review, the full legislative review would occur during the first

10 days of the regular session. The legislature can then review
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the petition for a 45-day period. I f both houses don't reject
t he proposal, the proposal woul d take effect, he expl ai ned.

8.21:46 AM

REPRESENTATI VE NEUVAN pointed out that Article Il of the Al aska
State Constitution specifies "that in areas not subject to
majority vote." However, AS 29.06.040(c)(1) specifies, "a

proposed annexation and detachnent nust be approved by a
majority of votes on the question cast by voters residing in the
area proposed to be annexed or detached". Therefore, there
seens to be [conflict] between the constitution and statute.

MR. BOCKHORST confirmed that there are a nunber of different
procedures by which mnunicipal governnents can initiate boundary
changes. He remi nded the commttee that Article X, Section 12
aut hori zes | egislative review boundary changes, and AS
29.06.040(c) sets out an alternative procedure dealing wth
| ocal action annexations in which votes are held. M. Bockhorst
informed the commttee that he has served as staff to the LBC
for 25 years. During the course of that tinme, the vast majority
of annexations to city or borough governnments with a significant
nunber of citizens have typically used the legislative review

process. The local option election process has been used a
smal | nunber of tines. He highlighted the other options for
| ocal option annexations set out in AS 29.06.040(c). For

instance, in an area in which 100 percent of the property owners
and 100 percent of the registered voters want to petition for
annexation, that can be done. The aforenentioned is typically
used for a small nunber or parcels, such as 1-2 lots adjoining
an existing city. He recalled an instance in which the Gty of
Palmer did a series of 40 annexations using the aforenentioned
met hod by which all the property owners and registered resident
voters had to petition for annexation. Utimately, the Gty of
Pal mer realized that the aforenentioned method isn't the nost
efficient and effective way to deal with [annexations].
Therefore, the Gty of Palnmer pursued a legislative review
annexati on. M. Bockhorst highlighted that the particular
circunstances of a community would dictate the procedure it
woul d use.

REPRESENTATI VE NEUVAN surm sed then that the area [requesting]
the annexation is the group that decides which procedure to
foll ow.

MR. BOCKHORST clarified that the petitioner, which could be a
| ocal governnment or a group of citizens, mnekes the initial
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determ nation as to the process it wants to pursue. However, in
the course of considering the petition that process can be
anended. Therefore, Representative Neuman is correct.

8:26:32 AM

MR. BOCKHORST, in further response to Representative Neuman,
stated that there is substantial opportunity for individuals to
express their views on annexation during the course of the
consideration of the proposal before the LBC. He opined that
the LBC s procedures are well designed to provide for a well-
i nfornmed decision on the part of the LBC, local officials, |ocal
citizens, and the |egislature. Certainly, the Honer annexation
was very contentious, but the legislature itself, the House and
Senate Community and Regional Affairs Standing Commttees, spent
a great deal of time deliberating on the issue and ultimtely
agreed with the LBC.

REPRESENTATI VE NEUMAN surm sed then that the people who don't
want to be annexed have no | egal grounds to [oppose annexation].

MR. BOCKHORST reiterated that the constitution allows annexation
without a vote of the people, just as the constitution has
allowed the legislature to create borough governnments w thout a
vot e. However, there is not an absolute guarantee that there
must or will be a vote on any munici pal boundary change.

8:29:52 AM

REPRESENTATI VE LEDOUX inquired as to the instances in which the
LBC has used the aggregate nethod.

MR. BOCKHORST answered that the aggregate voter nethod has never
been utilized to the point the LBC has rendered a decision on a
proposal. He infornmed the commttee that pending before the LBC
is an annexation proposal by the City of Petersburg. The
af orenenti oned petition is in the stage in which there is the
opportunity for public conment. This is the first instance in
whi ch [the aggregate vote] process has been used, although other
prospective petitioners have expressed interest in this process.
M. Bockhorst clarified earlier testinony by specifying that
there is no provision in the AS 29.06.040 that provides for
separate votes in the nunicipal governnment proposing annexation
and the area proposed for annexation. Wth regard to the
aggregate vote nethod, M. Bockhorst related that during the
course of the Homer annexation, sone citizens in Homer expressed
interest in using the aggregate vote mnethod.
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8:32: 35 AM

REPRESENTATI VE SALMON i nquired as to the LBC s view of SSHB 133.
MR. BOCKHORST deferred to the chair of the LBC

8:33: 02 AM

COCHAIR OLSON inquired as to the situation in Valdez, and
related his wunderstanding that the [Valdez petition] could
[occur] without the vote of either [the area to be annexed or
t he annexing area].

MR. BOCKHORST infornmed the committee that no petition has been
filed for incorporation of a borough government in Prince
Wl liam Sound. However, the City of Wittier has initiated a
process that could lead to the filing of a petition for
incorporation of a borough government wusing the legislative
revi ew process. The aforenentioned could result in the filing
of a petition and a proposal to the legislature for review

CO CHAIR OLSON surmsed, "W could end up in a situation where
the tail is wagging the dog, with no vote."

MR. BOCKHORST said it's a conplex issue that should be placed in
the context of local government in Al aska. The Al aska State
Constitution calls for the division of the entire state into
bor oughs. "The Franmers of the constitution clearly intended
that areas that had ... admnistrative and fiscal capacity to
organi ze would do so," he related. In fact, over the 46 years
of statehood, the legislature, without a vote of the people, has
provided for the creation of borough governnments in which 84
percent of Al askans |ive today. He rem nded the commttee that
in 1972, the legislature provided that any second-class city
government with 400 residents or nore would automatically be
classified as a first class city.

8:36: 05 AM

REPRESENTATI VE LEDOUX returned attention to AS 29.06.040(c)(1).
MR. BOCKHORST clarified that AS 29.06.040(c)(1) nust be
considered in context of Article X Section 12 of the
constitution, which recognizes tw very distinct types of

proceedings that can cone before the LBC One type of
proceeding is the earlier discussed |egislative review and the

HOUSE CRA COW TTEE -10- February 24, 2005



other type is the local option action in which voters have an
opportunity to "have sone say in the matter." The statute deals
with local action proceedings. Article X, Section 12 of the
constitution provides the LBC express authority, subject to |aw,
to establish additional procedures for 1local action boundary
changes. He related that AS 29.06.040(c)(1) in its entirety
provides that the LBC is obligated by statute and permtted by
the constitution to establish procedures for |ocal action
boundary changes. Those procedures nust include, but aren't
limted to, the provisions of AS 29.06.040(c)(1)-(3).

8:39:49 AM

M5. MOSS said that in her earlier testinony she confused this
W th service area annexation requirenments. However, [all ow ng]
only those who would be annexed [to vote] is even nore
t roubl esone. She pointed out that the existing regulation

allows those in the existing nunicipality the ability to vote
and to dilute the vote of the people in the area to be annexed.

8:40: 40 AM

BOB HI CKS, Vice Chair, Local Boundary Comm ssion (LBC), inforned
the conmttee that he spent a 30-year career as an attorney
specializing in nmunicipal |[|aw He further inforned the
commttee that he has worked with the LBC for a nunber of years
on behalf of nunicipalities, and even assisted in the drafting
of sone of the LBC s regulations in the 1980s. M. Hicks said

he wll discuss some of the technicalities of the law in
Sections 1-2. He characterized Section 3 of SSHB 133 as a
matter of |egislative discretion. Sections 1-2 are of serious

concern, he opined. Section 1 prohibits the LBC from anmendi ng
or inposing any conditions on a petition to incorporate a city
or borough governnent. If the aforenentioned becones |aw, he
guestioned why the LBC would ever hold a public hearing on a
petition because no mtter the wshes of the people, the

petition couldn't be changed. Under the aforenentioned
proposal, every respondent in the region, with any constructive
change, goes unheard. "There isn't even a shadow of denocracy
in that kind of a process,"” he charged. In contrast, the
scenario created by the franers of the constitution in Article
X, Section 12, clearly says, "the conmission or board may

consider any proposed | ocal gover nnment boundary change".
However, SSHB 133 proposes to change the aforenmentioned to say,
"the comm ssion may consider only the proposed |ocal boundary
change in the petition and nothing nore or I|ess and nothing
different.” This, he opined, is a blatant violation of the
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constitution, contrary to the delegates of the Constitutional
Convention, and flies in the face of the plain English of
Article X, Section 12.

MR. HCKS turned attention to Section 2 of SSHB 133, which
specifies that the LBC can't submt a proposal for incorporation
of a borough for legislative review unless the voters in the
proposed area have first approved that incorporation. Agai n,
the aforenmentioned is in conflict with Article X Section 12.
He questioned why one would bother to submt a proposal for
incorporation to the legislature for review if the local voters
are allowed to have approval beforehand. As indicated earlier,
Article X, Section 12, provides two separate procedures: a
| egislative review process and a |ocal action process. The
| egi sl ative review specifies how the procedure wll occur and
does not say that the procedure can be changed by |aw or by the
| egi slature. The next part of Article X, Section 12, provides a
general statenment that the LBC can establish procedures for
|l ocal action elections, which, the constitution specifically
says are subject to |aw Therefore, the legislature can create
any kind of voter or regional participation it desires in any
|l ocal action petition and thus the legislature can nmake the

changes in the aggregate voting regulation. However, the
| egi slature doesn't have the power to change the legislative
process. He <characterized the denocratic process in the

| egi sl ative review procedure as being nore detached because it
isn't necessarily a direct vote.

MR HCKS related that if SSHB 133 is enacted as witten, then
Article X, Section 12, will read as foll ows:

The comm ssion may no |onger consider any proposed
change, but shall consider only the exact boundary
change described in the petition wthout regard for
glaring errors and om ssions, and w thout regard for
the advice and the opinions of anyone else in the
effected conmmunity. Local action and |egislature
revi ew processes are hereby nmerged into one procedure.
The comm ssion may not present proposed changes to the
| egi slature during the first 10 days of any
| egi sl ati ve session, unless the proposed changes have
first been approved by voters in the effected area.

MR HCKS, in conclusion, submtted that Sections 1-2 of SSHB
133 are patently unconstitutional.

8:48:14 AM
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DARROLL HARGRAVES, Chair, Local Boundary Comm ssion, said that
he wll address policy concerns regarding SSHB 133. M.
Har graves paraphrased from the followng witten testinony
[original punctuation provided]:

As noted in the bill analysis, Section 1 of the bil
expressly prohibits the LBC from anendi ng and i nposing
condi tions on a petition to incorporate city
governnents and borough governnents. To renove such
authority would render the incorporation of city and
borough governnent particularly rigid proceedings. A
petition could only be approved or deni ed.

If there were a fatal error in a proposal - for
exanple, a borough assenbly apportionnent plan that
does not neet the equal representation provisions of
the State and U S. Constitutions — the LBC would have
no alternative but to deny the petition. Under
existing law, the petitioners would be precluded from
resubmtting a substantially simlar proposal for two
years.

Experience has clearly denonstrated that flexibility
is needed in carrying out the duties of the LBC. That
is why the legislature has |long provided express
statutory authority for the Commssion to amend and
i npose conditions for all matters that conme before the

LBC. That i ncl udes pr oposal s for city
reclassification and each of the six fundanental
boundary changes t hat cone before t he LBC

(i ncorporation, annexation, detachnent, dissolution,
nmerger, and consolidation).

Section 1 of the bill would inpose great obstacles
with regard to city and borough incorporation
proposals. Additionally, ..., we believe that Section

1 has substantial |egal flaws.

Section 2 of the bill would only allow the LBC to
submt a legislative review borough incorporation
proposal if the voters of the area first approved the
pr oposal .

The framers of Alaska’'s Constitution expressed a

preference for voluntary borough incorporation. The
LBC shares that preference. However, those who wote
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our Constitution recognized that the State could
conpel a region to incorporate if that region had the
adm nistrative and fiscal capacity to do so, but took

no initiative to organize. (See: Borough Governnent
in Al aska, Thonmas Mrehouse and Victor Fischer, p. 61
- 62 (1971).

In 1963, the State Legislature established a clear
policy that areas with the capacity to organize nust

do so. The 1963 Legislature mandated boroughs
enconpassi ng eight regions and nore than 80 percent of
all Al askans. Voters in those eight regions were

gi ven no choice as to whet her they woul d organize.

Nine years later, the State Legislature instituted a
simlar policy by mandating that every second-class
city with at Ileast 400 residents be reclassified,
without a vote, to first-class city status. First-
class cities in the unorganized borough have the sane
duties and obligations as boroughs. Thus, the effect
of the 1972 Act was simlar to the 1963 Mandatory
Bor ough Act.

Section 2 of SSHB 133 represents a clear reversal of

the legislative policies of 1963 and 1972. If the
Legi sl ature now chooses to annul those | ong-standing
policies, it could generate fundanmental questions of

fairness anong the 84 percent of Al askans that today
live in boroughs that were forned under the 1963
Mandat ory Borough Act. The sane issue exists wth
regard to residents of <cities in the wunorganized
borough that were reclassified wthout voter approval
by the 1972 Mandatory City Reclassification Act.

Section 3 of the bill is apparently intended to
nullify the aggregate voter nethod of annexation.
That nmethod was established by the LBC under its
constitutional authority to “establish procedures
whereby boundaries may be adjusted by |ocal action”
(Article X, Section 12, Constitution of the State of
Al aska) and the Comm ssion’s statutory duty to do so.
It is unclear, however, whether Section 3 of the bill
actual ly acconplishes that end.

The aggregate voter nmethod of annexation provides

| ocal governnments and resident's additional tools to
seek boundary changes. Some |ocal governnents and
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sone local residents prefer that nethod to others. |If
that option is elimnated, petitioners wll Ilikely
rely on the Ilegislative review nethod of boundary
change, which provides for no |ocal vote.

Section 4 of the bill nullifies any proposal pending
before the LBC that does not conply with the new terns
of this bill. As noted, | have questions whether
Section 3 actually acconplishes what it is apparently
i nt ended. Moreover, a petition for annexation using
the aggregate voter nmethod is currently pending before
the LBC | question whether Section 4 runs afoul of
the prohibition in Article 1, Section 15 of our
Constitution that prohibits the passage of any ex post
facto | aw
8:56: 52 AM

REPRESENTATI VE NEUVAN expressed concern wth M. Hi cks

statenent that SSHB 133 doesn't provide a shadow of denocracy.
Representati ve Neunan opined that this legislation allows people
bei ng i ncorporated into areas to speak.

8:57:55 AM
ROBERT KALLIO informed the commttee that he is a resident of
the area on the Elliot H ghway proposed to be annexed. M.

Kallio provided the follow ng testinony:

The only issue | wish to address is the aggregate vote

regul ation of the Local Boundary Conmm ssion. Thi s
hearing is not about borough organization, but is
about annexation only. And this is the only real
issue that | am concerned about. Il would like to

thank M. Coghill and M. Harris for having realized
the unfairness of the aggregate vote section of the
Local Boundary Comm ssi on regul ati on. Recent
statenents nmade by M. Jim Witaker, Mayor  of
Fai rbanks North Star Borough, that he would use the
aggregate vote section as the nethod to annex a
relatively low populated area in order to generate
between $8-$9 million in real estate taxes, mainly
from the oil, gas, and mning industries, while
showi ng conpl ete disregard for the actual residents of
this area is truly unfair. This aggregate vote nethod
truly represents fraud by allowing a densely popul at ed
borough to annex any |ow populated area deened as a
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target. A population of any target area nust be
allowed to vote if they wish to be annexed ... and
that vote nust count and nust not only be part of an
aggregate vote, which greatly out nunbers the area
residents to be annexed. The current aggregate vote
regul ation of the Local Boundary Commssion ... 1is
quite simlar to pre-war Gernmany's annexation of
Czechosl ovakia and Poland .... W are supposed to
have a governnent of the governed, not a governnent
that dictates to the governed. Let those people in
the area proposed to be annexed vote yes or no to be
annexed or not. This aggregate vote nethod is not
fair, it is not noral, and it is not right.

9: 00: 46 AM

DAVE THOVAS infornmed the commttee that he, too, lives in [the
area on the Elliot H ghway proposed to be annexed]. M. Thonas
related his support of SSHB 133. He recalled earlier testinony
that this is a conplex issue, but he suggested that such is said
as a befuddl enent.

9:02: 10 AM

LARRY MEUNI ER suggested that if Sections 1-2 of SSHB 133 are of
| egal concern, perhaps they need to be reviewed. M. Meunier
expressed concern with the aggregate vote [nmethod], which he
characterized as a neans of annexation wthout those being
annexed having a say. Addressing the aggregate vote nethod
doesn't take anything away from the LBC s ability to alter
portions of the proposal.

9:04:41 AM

VI CKY PADDOCK informed the commttee that she lives in Joy,
Al aska because it's the Last Frontier. She related that she
hauls her own water and cuts her own wood and nature walks
t hrough her vyard. Ms. Paddock enphasized that she chose this
way of |life and lives [in Joy] because she can't afford to live
in town. Furthernore, she said she enjoys her freedom and peace
in Joy. Ms. Paddock opined that Mayor Wiitaker is "out there"
for the larger entities, such as the oil and gas entities. She
recall ed that Mayor Whitaker has said that the [Fairbanks North
Star Borough] is in the black, and therefore she questioned why

the borough needs |[to annex] this small commnity. She
predicted that as soon as [Joy] is annexed, the people in the
area wWill lose their homes because of their inability to pay the
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t axes. Ms. Paddock concluded by urging the commttee to not
take away her [ability] to choose [where to live].

9:07: 24 AM

KAREN SAVERDA infornmed the conmttee that she, too, is a
resident of Joy, Al aska. She related her own experience in
whi ch she was able to nake a |life and own property [in Joy] on a
wi dow s pensi on. The m stakes that may have been nmade in the
past by governnment with regard to [consolidation and taxation]
should stop, she stated. Since the [Fairbanks North Star
Borough] is in the black, she, too, questioned why the borough
can't manage its noney and do w thout hers. She said that she

didn't want to lose the lifestyle she has worked so hard to
achieve and that she enjoys. M. Saverda opined that she has a
right to vote when sonmeone wants to [tax] her property. She
urged the conmittee to pass SSHB 133 so that she can vote [on
t hese annexation matters] and continue her lifestyle in Al aska.

9:11: 42 AM

JOE CARLSON related that he is probably the | argest | andowner in
the [Joy] area. M. Carlson echoed the earlier testinony wth
regard to the rural lifestyle that he tries to maintain. Thi s
l egislation is trying to provide people a tool, he surm sed.
However, he said he didn't want to be part of |arge governnent.
M. Carlson stated that [those in the Joy/Livengood area] are
| ooking for help because they feel they' re being oppressed by
| arge [governnent]. |f SSHB 133 can provide protection [against
| arge governnent], then he said he's all for it. M. Carlson
recalled that in 1989 the Fairbanks North Star Borough wanted to
annex the area, but sonehow the LBC said "no." M. Carlson
stated that he spends all his noney in the borough, and
therefore he questioned why it needed nore of his noney.

9:15:17 AM

TIM JOYCE, WMayor, City of Cordova, paraphrased from the
following witten testinony [original punctuation provided]:

WIlliam Egan expressed the view that bor oughs

represented a “better form of |ocal governnent.” In
1963, Governor Egan signed the Mandatory Borough Act
into |aw This created 8 boroughs, which today

enconpasses alnost 84% of the state’'s population.
These people did not vote to form a borough, but those
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borough governnents have been working fine for the
past 42 years.

A borough is an inportant if not essential tool to
respond to the inpacts of low levels of education
funding and in dealing with continued cuts in funding
for local governnents, i.e. revenue sharing. It is
also the nost effective nmeans to address inportant
regional planning and econom c devel opnent i ssues.
Borough formation represents good public policy froma
stat ewi de perspective in several inportant aspects.

1. It fosters greater conpliance wth the equal
protection clause of Article 1, Section 1 of the state
constitution. Specifically, it would increase the
extent to which citizens of Alaska have conparable
obligations to support |ocal services.

2. Article 10, Secti on 1 of the state

constitution encourages borough formation. The
constitutional concept of nmunicipal governnent in
Alaska is predicated wupon the presunption that
organi zed boroughs wll exist wherever areas are

capabl e of supporting them
3. Creation of boroughs would dranatically ease

the financial burdens on the state. For exanpl e,
education costs for the state would decline because
| ocal contributions required of bor ough  school

districts would increase.

In 1988, the city of Valdez organized a PWS [Prince
Wl liam Sound] Borough Feasibility Study G oup. The
group hired Darbyshire & Associates to conduct the
study, which was conpleted in April of 1988. The
conclusions reached by the study indicated that a
basi ¢ borough exercising only mandatory powers is a
very vi able proposition for residents of the area.

Anot her study was conducted for PWS by Northern
Econom cs, ResourcEcon and Darbyshire & Associates in
1997, which concluded that the people of PWS would be
better served by I|eaders who are proactive in the
matter of borough formation rather than waiting to
react to other borough annexation requests or the
state legislature. yy

Requiring a vote on every borough formation can be

| i kened to an annexation into a city. Those peopl e
that are outside the city limts reap the benefits of
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schools, libraries, roads and nore, yet pay little or
nothing in taxes to support those services. They
resist annexation to avoid paying those taxes and
woul d certainly vote against it. 1In 1992, the Gty of
Cordova passed a resolution requesting to annex
popul ati on devel opnents near the old city. In 1993,
the Local Boundary Comm ssion approved the annexation
and passed that reconmmendation along to the state
| egi sl ature, which approved it by legislative review.
No vote was cast in this annexation.

The sanme issues arise with borough formation, but can
be taken one step further. When |ocal officials in
sone areas are strongly opposed to being included with
other communities in regional boroughs, their views
are likely shared by nmany of the voters in the area as
wel | . Thus, voters in parochial or special interest
areas would nost tinmes dictate the outcone of an
el ection, in effect preventing any borough formation.
Passage of HB 133 w il prevent any future borough
formation except in special interest areas, which wll
insure that only small special interest boroughs wll
ever form in the future, which is contrary to the
i deas of the franers of the state constitution.

9:19: 45 AM

ALAN LEMASTER recalled reading that there is consideration in
Juneau to provide sone incentive for areas to form boroughs with
$5 million in seed noney and half of the state |ands being given
to the boroughs. He asked if the commttee has heard of the
af orenenti oned and whether it's going anywhere.

CO CHAIR THOMAS answered that M. LeMaster was referring to the
LBC s [suggestion] for an incentive to encourage the formation
of boroughs, but noted that nothing has happened.

MR. LEMASTER opined that in the event SSHB 133 passed, it would
be years, possibly even decades, before areas such as Copper
Val | ey woul d becone boroughs. M. LeMaster announced that he is
opposed to [his area] becom ng a borough. He opined that the
only option [for the Copper Valley], if it doesn't want to be
annexed into another borough, is to create its own borough. He
said that putting [annexation] to a vote wll result in the
[ annexation] being voted down, which is an advantage. M .
LeMaster said that he disagrees with the provision whereby the
LBC woul d be restricted from providing any assistance in the way
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of review or change in a proposal. Ther ef or e, t he
af orenenti oned portion of the legislation has to be elimnated,
he said. The LBC, the experts on these matters, nust be kept in
t he | oop. He indicated that those living in Copper Valley live
in the area for the sane reasons as those in Joy. In
conclusion, M. LeMaster encouraged the commttee to not pass
SSHB 133, but to draft legislation that would work and not have
constitutional challenges.

9:24: 58 AM

VICTOR FISCHER spoke as a nenber of the Constitutional
Convention and the Al aska Territorial Legislature. M. Fischer
paraphrased from the following witten testinony [original
punct uation provided]:

M. Chairman, as you probably know, | have spent
alnost 55 years on issues of |local governnent in
Al aska. And | was a nenber of the Constitutional
Convention; | was a nenber of the l|ast Alaska
Territorial Legislature; back in the 80s, | served in
the Al aska State Senate.

I have continued to be concerned about t he
Constitution, about the inplenentation, in particular
of the local governnment article. | think, of all the
parts of the Constitution that have not been
adequately dealt wth, it is the |l|ocal governnent
article. | mght say that HB 133 would be a big step
backward from where we are today - and today we are
not where we shoul d be.

I don’t want to address the specific issues of
annexation right now, I would be glad to get into that
some other tine.

One of the Kkey elements of the |ocal governnent
article of the Constitution was the division of all of
Alaska into separate boroughs - organized and
unor gani zed.

Through early actions and inactions after statehood,
we have ended up with a series of organized boroughs.
Ref erence  has been made to those that wer e

incorporated by |Ilegislative action. We’ve had an
equal nunber of boroughs that were established as
organi zed by local action — by desire of regions
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t hroughout Al aska to becone organized. There were
vari ous reasons for

W have very effectively functioning boroughs. e
have a whole series of hone-rule boroughs exercising
the ultimte authorities of self-governnent. And |
woul d say that if you did put borough status to a vote
in all of these, | have a hunch that all of them would
vote to keep the borough status rather than reverting
to the anorphous unorganized borough that really is
not a creature of self-governnment whatsoever

The initial concept was, again, that all of Al aska,
i ncl udi ng unorgani zed areas, would be established as

bor oughs. Many would remain unorganized, but they
would allow the people in the particular area a
neasure  of sel f - gover nance, of participation in

planning for their particular region in the delivery
of coordinated delivery of State services and so on
We can discuss this for hours — so | wll not do it.

| mainly want to enphasize that the tinme right now is
to help nmake the |ocal governnent system work rather
than undermne it. And | think that SSHB 133 woul d
undermi ne the existing effort to make sonething out of
the | ocal governnment system of Al aska.

The Local Boundary Comm ssi on was est abl i shed
specifically for t he pur pose of rationalizing
boundaries in Al aska. It was established with the

realization that it takes a State |evel body to |ook
at Alaska, to |look at issues nore than |ocal self-
interest — and |ook at boundary issues from the
standpoint of what is best for all of the people of a
region; what is in the interest of the State. And
therefore, limting the jurisdiction and the ability
of the Boundary Comm ssion to be effective would be a
very, very negative step — a horrendous step backward.
And as Hicks said in the beginning — ny first reaction
was exactly the sanme | anguage — that the provisions in
Sections 1 and 2 are patently unconstitutional. They
go agai nst every intent of the Constitutional
Convention; they go against the |anguage of the
Constitution, and against all the court decisions that
have been rendered regarding the authority of the
Local Boundary Conm ssion in making changes and mnaki ng
proposals to the |egislature.
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| hope that you will not act on House Bill 133, and |
truly hope that you will devote some real solid tine
to looking at all of Alaska — to looking at it from
the standpoint of the basic responsibility of the
Community and Regional Affairs Conmttee to help neke
the systemwork rather than underm ning the system

And if | can be of any help whatsoever, | am at your
di sposal .

9:32: 00 AM

VI OLA JERREL, Ph.D, disagreed with M. Bockhorst's testinony.
The current and previous LBC, she opined, have dictated and
exceeded its authority under the Alaska and US constitutions.
She di scussed the need for due process of |law. She charged that
those in Honer were robbed of the right to vote [during the | ast
annexation] and that annexation is still bei ng opposed.
Al askans Qpposed to Annexation, a group which she helped form
hired Attorney Robert C. Erwn, who is a fornmer Al aska Suprene
Court justice. M. Erwin issued a |legal opinion regarding the
right to vote under statute. She turned attention to AS 29,
which refers to the requirenent of annexation to be approved by
a majority of the voters [in a vote] cast by voters residing in
the area proposed to be annexed. She charged that the Cty of
Honer annexation was illegal. Dr. Jerrel related her opposition
to the LBC regulations regarding the aggregate vote nethod and
the approval of the mpjority of the voters in the annexing area
when annexi ng an uni nhabited territory. Dr. Jerrel reviewed her

extensive education. She went on to enphasize that this
annexation process is all wong and the LBC has too nuch
authority. Dr. Jerrel recalled a Novenber hearing in Honer when
audio was so bad and people weren't being heard. She opi ned
that the LBC doesn't listen to the people, but only to M.
Bockhor st . She suggested that when considering SSHB 133, it

would help to consider 3 AAC 110.010 and 3 AAC 110.990. Dr.
Jerrel related her belief that the [LBCs] conditions for
annexation aren't |egal. She then highlighted the limtations
of advocacy, which she said discourages people from respondi ng.
Dr. Jerrel related how the LBC has msinformed the public with

regard to taking testinony. In response to Co-Chair Thomas, Dr.
Jerrel agreed to fax any information she had on this topic to
the commttee. Dr. Jerrel then nentioned 16 American

Jurisprudence 2d, [section] 256, which generally provides all
informati on on constitutional rights.
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9:41:14 AM

CRAI G FLEENER, Counci | of At habascan Tri bal Gover nnent s,
informed the commttee that the Council of Athabascan Tri bal
Governnents is a consortiumof the 10 tribes in the Yukon Fl ats.
He said that he would discuss his concerns with annexation and
what it neans for those in the Yukon Flats. M. Fleener stated
that since Mayor Witaker expressed interest in annexing land in
the Yukon Flats up to the south bank of the Yukon River, the

people in the area have been living in fear. M. Fl eener
related that no one in the Yukon Flats supports being annexed.
He likened the proposed [Fairbanks] annexation to being
colonized by rich neighbors who see potential oil and gas
devel opnent . The [rich neighbors] want to seize that [oil and
gas] wealth from the Yukon Flats and provide Ilittle or no
servi ces. Al t hough the proposed annexation would |eave the

majority of the Yukon Flats' communities out of the annexation,
[the people in the area] own a lot of land on the south bank of
the Yukon River. He opined that if the current LBC
[regul ations] are left as they are, there wll be annexation
W t hout representation.

MR. FLEENER turned to the intent of the framers of the Al aska
Sate Constitution. He related his belief that the framers had
the notion that many Al askans would be wealthy with things to
export from all over Al aska. However, that isn't the case. I n
fact, the Yukon Flats area has the second | owest incone |evel in
the state, and therefore the area wouldn't be able to pay the
taxes required [were the area to be annexed]. Furthernore, the
Yukon Flats is not an exporter of goods. M. Fleener said that
he didn't believe the notion that all [areas] should becone

boroughs is a good nodel. He stated that the Fort Yukon area
doesn't have the revenue to support its own borough or being
included in the expansion of another borough. In concl usion,

M. Fleener opined that those in an area of a proposed
annexation need to have say on any such proposal.

9:45: 22 AM

MR. FLEENER, in response to Representative Salnon, explained
that the area within which the Council of Athabascan Tri bal
Governnents works is about 55,000 square mles, including the
Veneti e Reservation. Around the [55,000 square mles] is the
Yukon Flats National WIldlife Refuge, Yukon Charlie National
Park and Preserve, and sone Bureau of Land Managenent | and. He
noted that there are no roads |l eading into the Yukon Fl ats.
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9:46: 57 AM

FREDRI CK SHEEN, President, Delta Junction Chanber of Comrerce,
announced that he is in favor of SSHB 133. He infornmed the
commttee that he is a commssioner of a borough charter
commission in Delta Junction that has just conpleted a charter
and is just noving toward a petition. At this point, there are
no legal grounds to stop an annexation of the Pogo gold m ne,
which is a key conponent of the charter. M. Sheen related his
belief that the LBC has too nuch power and a vote of the people
IS necessary.

9:48: 23 AM

REPRESENTATI VE NEUVAN surmised that M. Sheen is in favor of
SSHB 133 because he feels that the area's ability to grow its
own | ocal governnent woul d be inposed upon.

MR. FREDRI CK agr eed.
9:49: 07 AM

DI CK SHULTZ, fornmer Senator, remarked that the system is broken
and needs to be fixed. He related his belief that M. Bockhor st
is part of the problem M. Shultz recalled discussions and
notes with sone of the survivors of the constitutional franers,
specifically Jack Coghill, which significantly differ from M.
Fisher's interpretation. M. Shultz disagreed with the earlier
testinmony that [SSHB 133] is unconstitutional. In concl usion,
M. Shultz enphasized that SSHB 133 shoul d nove forward.

9:52: 34 AM

MR. SHULTZ, in response to Representative Neuman, informed the
commttee that he served in the legislature from 1982-1992. M.
Shultz opined that there are some good things happening in this
| egi sl ature, in particular reviewng allow ng unorgani zed areas
to remain unorganized if they so choose. He related his belief
that the constitution clearly specifies the right for areas to
remai n unorgani zed. M. Shultz turned attention to Senator
Bunde's head tax legislation, and opined that those in
unor gani zed boroughs would prefer to pay their fair share rather
than be included in an additional |ayer of governnent.

9:54: 22 AM
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MR FISHER clarified the he didn't say or inply that all of
Al aska should beconme organized boroughs. He said that the
constitution, the record, and his statements have been to the
effect that Alaska is to be divided in |levels of organized and
unor gani zed boroughs wi th maxi mum | ocal participation.

9:55: 59 AM
CO CHAI R THOVAS cl osed public testinmony and held SSHB 133.

HB 121- SERVI CE AREAS | N SECOND CLASS BOROUGHS

9:56:16 AM

CO- CHAI R THOVAS announced that the final order of business would
be HOUSE BILL NO 121, "An Act relating to consolidating or
abol i shing certain service areas in second class boroughs."

9:56:41 AM

REPRESENTATI VE OLSON noved to report CSHB 121, Version 24-
LS0396\Y, out of conmttee with individual recomrendations [and
the acconpanying fiscal notes]. There being no objection, CSHB
121(CRA) was reported from the House Community and Regional
Affairs Standing Conmittee.

ADJ OQURNMVENT

There being no further business before the commttee, the House
Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:57: 05 AM
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