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ACTI ON NARRATI VE

COCHAIR GABRIELLE LEDOUX called the House Conmunity and
Regi onal Affairs Standing Conmittee neeting to order at 8:02:04
AM Representatives LeDoux, Fairclough, Dahlstrom and Neuman
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were present at the call to order. Representatives Ci ssnha and
Sal non arrived as the nmeeting was in progress.

Presentati on of the Local Boundary Conm ssion

8:02: 27 AM

CO CHAI R LEDOQUX announced that the only order of business would
be the presentation fromthe Local Boundary Conm ssi on.

8:02: 54 AM

DARROLL HARGRAVES, Chair, Local Boundary Conm ssion (LBC), noted
that the commttee should have the Local Boundary Comm ssion
report, which has three chapters. The first chapter provides an
overview of the LBC The second chapter summarizes nmuni ci pal
boundary activities and pending proposals for 2006. The third
chapter discusses public policy issues of interest to the LBC

8:04: 46 AM

MR. HARGRAVES explained that the first chapter relates that of
the 120 state boards and conmi ssions, the LBC is only one of two
executive branch boards named in the Al aska State Constitution
The franers of the constitution provided for the LBC in order to
ensure that nunicipal boundary issues would be dealt wth
objectively and from a statew de perspective. The franers
recognized that <city and borough governnents, as political
subdi visions of the state, were critical to the efficient and
effective delivery of public servi ces. The LBC s
responsibilities include judging proposals for incorporation of
cities and boroughs, annexation to and detachnment from cities
and boroughs, reclassification of cities, dissolution of cities
and boroughs, and nerger and consolidation of <cities and
bor oughs. He highlighted that the LBC has other mandatory
duties, which have resulted from actions by the |egislature.
These mandatory duties include an obligation to nmake studies of
| ocal government  boundary problens and adopt regul ations
establ i shing standards and procedures for boundary actions. He
related that the LBC consists of four nenbers one from each of

Al aska's judicial districts and the fifth nmenber, the chair, is
appoi nted at-large nenber. M. Hargraves then introduced the
LBC nenbers: Robert Hicks, Dr. Robert Harcharek, Dr. Anthony
Nakazawa, and Georgi anna Zi nmerl e. He further explained that

menbers are appointed by the governor for five-year overlapping
termns. Comm ssion nenbers offer their time as a public service
and receive no conpensation for it. These are volunteer
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positions, he said. In response to Co-Chair LeDoux, M.
Hargraves related that the comm ssioners receive a food
al | owance. M. Hargraves highlighted that the Departnent of
Commerce, Comrunity, & Econom c Devel opnent (DCCED) provides the
staff, M. Bockhorst, to the LBC

8:09: 03 AM

MR. HARGRAVES noved on to the second chapter of the report. The
reported activities range from those involving formal petitions
filed with the LBC to prospective proposals being contenplated
at the local |evel. In 2006, the reported activities include
review of city incorporations on six proposals. In fact, in one
case the LBC acted on a formal petition to incorporate a second
class city government in Naukati, a comrunity of approximtely
105 residents on Prince of Wiles Island, in the unorganized
borough. The LBC has also dealt with city annexations invol ving
at least 10 city governnments, one formal city annexation
petition was pending before the LBC |ast year. He noted that
many of these petitions are ultimtely wthdrawmm by the

petitioners. In 2006, the LBC considered city dissolutions,
city reclassifications, and borough incorporations. During the
past year, 16 areas of the state have had sone |I|evel of
activity. In fact, one borough annexation petition is currently
pendi ng before the LBC and six boroughs have expressed interest
in consolidation. This past year the LBC went into a heavy
schedule, wth the support of DCCED, in order to update
regul ations that haven't been addressed in over a decade. I n
fact, after this week the LBC will, throughout the state, hold
its second set of hearings on these regul ations. He related

that the intention is to conplete [the revision of the
regul ati ons] by June 30, 2007.

8:13. 00 AM
MR. HARGRAVES continued with the third chapter of the report,

which he characterized as the nobst inportant section of the
report as it relates what the LBC views as the nost inportant

policy issues. O the five policy issues, he identified the
fol | ow ng: increasing difficulties in rendering borough
boundary decisions; a general |lack of incentives for borough

i ncorporation; and the absence of nethods and standards for the
establ i shment of unorgani zed boroughs.

8:14: 20 AM
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REPRESENTATI VE NEUMAN recalled the passage of House Bill 130,
which allowed the wuniversity to choose 250,000 acres to be
mat ched from the federal governnent. He related his view that
the aforenentioned is an opportunity to help comunities,
particularly in Southeast Al aska which is surrounded by federa
| ands. Therefore, he inquired as to whether the LBC has | ooked
into this to identify any of these federal |ands around
Sout heast Alaska in order to provide a |land base to support
bor oughs, because sonme communities sinply don't have the |and
base with the resource developnment opportunities required to
support a borough governnent.

MR. HARGRAVES replied no, but said that the LBC is aware of it.
He said that the LBCs activities have been Ilimted to
encouragi ng incentives. He agreed that Jland just isn't
avai l able as an incentive for incorporation, particularly in
Sout heast Al aska. M. Hargraves said, "Since l|lands aren't
avai l able, we're also aware that sonme |egislators, fromtinme-to-
time, have proposed sone pretty heavy paynent -- actual dollars
in place of the |ands."

REPRESENTATI VE NEUMAN i nquired as to t he status of
Representative Thomas's legislation to create boroughs that was
i ntroduced | ast year.

MR. HARGRAVES deferred to M. Bockhorst.
8:17: 44 AM

DAN BOCKHORST, Local Boundary Conmi ssion, Division of Community
Advocacy, Depar t ment of Conmer ce, Communi ty, & Econom c
Devel opnent, recalled that Representative Thomas's |egislation
didn't pass the legislature. He further recalled that it didn't
even pass from this conmmttee. The legislation included the
grant provision for newy forned borough governnents with very
little |and. Under a municipal land entitlenent program these

newly fornmed boroughs would, as an organizational incentive,
receive $15 mllion. If the area had a certain level of |and
$12 mllion would be provided. He recalled that there were

ot her aspects of Representative Thomas's |legislation that were
of concern for sone, such as the creation of a new type of
bor ough governnment w thout education powers.

8:19:38 AM

COCHAIR LEDOUX inquired as to why an unorganized borough
resident would want to form a borough and pay property taxes.
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MR. HARGRAVES acknow edged that is how sonme view the situation
rather than seeing the incentives. He indicated that there is a
| evel of financial funding that woul d encourage the formation of
bor oughs. However, the state isn't likely to fund at that
| evel, he opined. Therefore, the LBC can nerely encourage
incentives for those places where it's feasible to incorporate.

COCHAIR LEDQUX inquired as to how nmany boroughs have forned
vol untarily.

MR. BOCKHORST specified that currently there are sixteen
organi zed boroughs, eight of which forned voluntarily. In terns
of nunbers residents, he highlighted that 96 percent of
residents who Ilive in organized boroughs live in organized
boroughs established by the 1963 Mandatory Borough Act. The
af orenenti oned, he indicated, highlights that the problem of the
lack of incentives has been in place for sonme tine. The
af orenenti oned Act resulted in the formation of eight boroughs,
after which the policy returned to the prior practice of

al l owi ng boroughs to form voluntarily. As indicated by M.
Har graves, boroughs form when there is an attractive enough
incentive to take on that I|ocal responsibility. In further

response to Co-Chair LeDoux, M. Bockhorst related that the
first borough to form [voluntarily] was the Bristol Bay Borough
and it forned because it was able to tax the fishing and canning
i ndustry. The resources fromthose taxes were used to build and
fund schools. The next borough that fornmed voluntarily was the
Hai nes Borough, which formed due to heavy pressure from the
state to address education matters. From that point on,
boroughs organized in regions taking advantage of natural
resources. Currently, the Deltana region has a pending petition
to organi ze due to the presence of the Pogo Mne. M. Bockhorst
noted that not every organized borough in Al aska |evies property
t axes. In fact, four of the five boroughs that recently forned
don't |evy property taxes.

COCHAIR LEDOQUX surmsed then that boroughs have forned
voluntarily when there has been an opportunity to tax those who
live outside of the borough.

MR. BOCKHORST noted his agreenent.

8:26: 01 AM

REPRESENTATI VE SALMON inquired as to the progress of the Delta
i ncorporation petition.
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MR. BOCKHORST related that on March 16th the LBC will hold a
public hearing in Delta Junction to consider the petition to
incorporate a Deltana Borough. The aforenentioned would
di ssolve Delta Junction and establish a hone rule borough
government enconpassing the existing Delta-Geely Regional
Educati on Attendance Area. He expected that the LBC wll have
rendered a decision on that matter by the end of March.

8:27:24 AM

CO CHAIR FAIRCLOUGH inquired as to how nmuch noney is flow ng
into incorporated areas.

MR. HARCGRAVES said he didn't know, but noted that the LBC does
periodically review the areas of that state that are devel opi ng
faster. He assured the commttee that there are "hot spots”
[areas] that do have a considerabl e anount of per capita incone
and wealth available, which is due to the devel opment of natural
resources in sone areas. He added that land and |egislative
funds aren't the only incentives for borough formation, as
evi denced by borough formation in areas where there are natural
resources that the area seeks to protect or devel op.

CO CHAIR FAIRCLOUGH clarified that her question is in regard to
the disincentive provided at the state Ilevel by providing
funding w thout requirenents to organize an area. Co- Chai r
Fai rcl ough opined that although she didn't want to discontinue
services to comunities, continued funding from the state [with
no requirenents] won't cause people to take responsibility or
control of their own area. Therefore, the legislature should
either conmmt to funding unincorporated boroughs or determ ne
how to change the programto encourage areas to take control.

8:29:57 AM

MR. HARGRAVES returned to his presentation with regard to other
policy issues, including the absence of standards and nethods
for the establishnent of wunorganized boroughs; funding for
borough feasibility studies; and conpensation of LBC nenbers.
He pointed out that Article X, Section 3 of the Alaska State

Constitution calls for all of Alaska to be divided into
bor oughs, whet her organi zed or unor gani zed, and to be
est abli shed per standards and nethods specified in |aw The

constitution also calls for a mninmm nunber of boroughs and
that each borough enbrace an area in population wth conmon
interest to the maxi num degree possible. In 1963 only one
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borough had fornmed, which lead to the aforenentioned Mndatory
Borough Act requiring eight regions of the state to form
bor oughs. The eight regions enconpassed about 80 percent of
Al aska's popul ation, which has increased to about 84 percent.
Six of the seven nenbers of the House Community and Regional

Affairs Standing Conmittee live in boroughs that were nmandated
by the Act. M. Hargraves then opined that there is a comon
m sperception that wunorganized areas can't afford to operate
bor oughs. Studies perfornmed by the LBC, DCCED, and i ndependent
consultants indicate that the aforenentioned perception is
correct for a few areas, but not for every region of the state

Therefore, the LBC can't suggest nerely incorporating every
unor gani zed area. In response to these circunstances, the LBC
endorses legislative action to reform the policy regarding
bor ough incorporation, establish nmeaningful incentives for areas
of the state to form organi zed boroughs, and establish standards
and nethods for the creation of nultiple regional unorganized
bor oughs.

8:34: 06 AM

MR. HARGRAVES then related the need to address funding for
borough feasibility studies. Al t hough the | egislature provided
sone funding last year for borough studies in four regions,
there is no source of funding for new borough studies at this
time. Therefore, the LBC encourages the |legislature to continue
to fund studies for those areas interested in incorporation.
M. Hargraves concluded with the LBC s conpensation request,
which he characterized as a token expression of appreciation.
The grow ng nunber of proposals before the LBC has resulted in
the unpaid comm ssioners of the LBC devoting increased anounts
of time to carry the business of the LBC. For exanple, for one
proceedi ng alone one nenber reported that he had devoted over
350 hours, which is the equivalent of alnpbst 9 40-hour work
weeks. Therefore, the conm ssioners believe that some neasure
of conpensation should be offered to the conm ssion, especially
since the work of the LBC is an ongoing every day affair.

8:37: 04 AM

CO CHAIR FAIRCLOUGH asked if there is an average fee for a
borough feasibility study.

MR. BOCKHORST answered that of the projects funded |ast year, it
was on average $75, 000. Those were contracted out to multiple
contractors. In 2006, the legislature appropriated noney and
the departnment contracted, through professional consul t ant
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servi ces. In further response to Co-Chair Fairclough, M.
Bockhorst related that the LBC took a "hands-off" approach with
regard to the contractors based on the possibility that the
prospect could evolve. However, he offered to provide the nanes
of all the contractors.

CO CHAIR FAIRCLOUGH noted the lack of success [with regard to
i ncorporation]. Ther ef or e, she questioned whether t he
met hodol ogy or the selection process of the vendors should be
revi ewed.

MR. BOCKHORST opined that there's a valley between conducting a
borough feasibility study and noving to the next stage of
bor ough i ncorporation. In the past 30 years, bor ough
feasibility studies have been perforned for nost of the
unorgani zed areas. As nentioned by M. Hargraves, those studies
have denonstrated that the regions do have the fiscal and
adm ni strative capacity to oper at e bor ough gover nment s.
Al though the current policy/practice is that boroughs are forned
through local initiative, it's possible that the LBC could bring
proposals to the |egislature. However, the LBC hasn't done so
thus far. Therefore, the feasibility study isn't intended or
guaranteed to initiate borough formation, rather it's a tool to
determ ne the capacity, voting structure, services, and fiscal
consequences of borough formation.

8:41:11 AM

CO CHAIR FAIRCLOUGH inquired as to the last time the scope of
the project for the request for proposals (RFP) for the study
was revi ewed.

MR. BOCKHORST explained that the work done as a result of the
2006 appropriations was a fresh look at the scope of the
proj ect . Prior to that tinme, the nore comon approach was for
the departnent or LBC to performthe study.

CO CHAIR FAIRCLOUGH requested a copy of the RFP. She then
turned to the request for conpensation, as discussed on page 99
subsection (c). She inquired as to what the LBC believes other
boards and comm ssions receive that it does not.

VR. HARGRAVES related that sone nmenbers of boards and

commi ssions are paid per neeting or a nonthly stipend. He
related his preference for the stipend concept.
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CO CHAI R FAI RCLOUGH pointed out that stipends are taxable while
per diemisn't.

MR. HARGRAVES rel ated his agreenent.
8:44:.12 AM

REPRESENTATI VE SALMON cl arified that although he doesn't live in
an organized area, he still pays taxes [for property that he
owns in an organi zed area].

8:45:22 AM

REPRESENTATI VE Cl SSNA returned to t he i ncentives and
di si ncenti ves. She recalled the Al aska Minicipal League's
mention that many areas are struggling to pay the bills for
having a governnent. She asked how many of the communities that
have failed are |located in unorgani zed boroughs.

MR, HARGRAVES recalled that a few years ago there were a |arge
nunber of requests for dissolution, all of which were from
unor gani zed areas. However, there hasn't been such proposals
come before the LBC in recent years.

MR. BOCKHORST pointed out that formation of a regiona
government provides broader jurisdiction with regard to |evying
taxes, <collecting revenues, taking on responsibilities, and
achieving economes of scale that aren't always available at a

comunity | evel. There are areas of the state, organized and
unor gani zed, that have economc difficulties. However, sone of
t he poor est communi ties in t he state have educati on

responsibilities as honme rule and first class cities, which is
inportant in regard to the foundation fornmula.

8:49: 23 AM

REPRESENTATI VE CI SSNA related that her review of health systens
in the state have illustrated that telenedicine, technology, and
| ocal training have nmade a difference. Therefore, she asked if
any thought has been given to offering training with regard to
witing grants and organi zi ng better.

MR. HARGRAVES pointed out that DCCED has divisions that work
with [ocal governments on such matters. Al though the LBC could
reconmmend encouragi ng such activities, the LBC wouldn't actually
perform such activities.
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8:51: 53 AM

REPRESENTATI VE SALMON asked if the Pebble Mne is w thin borough
boundari es

COCHAIR LEDOUX replied yes, adding that the Pebble Mne is
| ocated within the Lake & Peninsul a Borough.

8:52:22 AM

CO CHAI R FAI RCLOUGH acknow edged the hard work of the LBC.  She
guestioned whether the comittee would want to form a

subconmittee, including rural Representatives, to review the
LBC s recomendati ons and whether the conmttee should sponsor
| egi sl ation based on any of those. She then related her own

situation in which the comunity that she represents would
probably support the Minicipality of Anchorage not having taxing
authority over it, but the conmunity does enjoy services
provi ded by that municipality.

8:54:58 AM

REPRESENTATI VE DAHLSTROM suggested that prior to any |legislation
lots of review of the LBC s reconmendations isS necessary.
Representati ve Dahl strom noted her support of a subcommttee or
another commttee with nmenbers fromthe Senate.

8:56: 01 AM

REPRESENTATI VE SALMON opined that it's [necessary] to find a tax
base to go along with the recomrendation [to organize] because
many of the unorgani zed areas don't receive governnent contracts
and need sonething to sustain a governnent.

MR. HARGRAVES concl uded by offering to the conmttee the LBC and
DCCED staff as a resource.

8:57:35 AM
ADJ OURNMENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Conmmittee neeting was
adj ourned at 8:58 a.m
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