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Di vision of Cormunity & Regional Affairs

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Juneau, Al aska

POSI TI ON STATEMENT: Provided information regarding the LBC and
answer ed questions.

JEANNE MCPHERREN, Local Governnent Speci ali st

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Anchor age, Al aska

PCSI TI ON STATEMENT: Provided information regarding the LBC and
answer ed questi ons.

SCOTT BRANDT- ERI CHSEN, Attorney

Ket chi kan Gat eway Bor ough

Ket chi kan, Al aska

PCSI TI ON STATEMENT:  Answered questi ons.

PETER CAFFAL- DAVI S
Hyder, Al aska
POSI TI ON STATEMENT:  Answered questi ons.

ACTI ON NARRATI VE

CO CHAI R ANNA FAI RCLOUGH cal | ed the House Conmunity and Regi ona
Affairs Standing Comrittee neeting to order at 7:06:10 AM
Representati ves Fairclough, LeDoux, Dahlstrom Representati ves
Neuman, and Cissna were present at the call to order

Local Boundary Comm ssi on Worki ng G oup

[ Cont ai ns di scussion of HIR 30.]

7:07:12 AM

CO CHAIR FAI RCLOUGH announced that the only order of business
woul d be an overview of the Local Boundary Conmi ssion (LBC) in
regard to HIR 30.

7:08: 15 AM

CO CHAI R FAI RCLOUGH recounted the prior hearing on HIR 30 during

which the testinmony <characterized the proposed Ketchikan
annexation as a noney grab that |eaves conmunities [outside of
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Ket chi kan] unable to fund education. Therefore, she inquired as
to the criteria the LBC uses to nake its deci sion.

7:08:54 AM

LYNN CHRYSTAL, Local Boundary Comm ssion, explained that the LBC
begins with the Alaska State Constitution and then proceeds wth
the followwng in the followng order: state regulations, state
law, and then LBC regul ations. Wth regard to the National
Forest receipts, those are transitory funds that have been
sunsetted. Therefore, the LBC doesn't place a trenendous anount
of worth on those because they are transitory. The borough is
| ong-term and thus the LBC | ooks nore toward taxes that would be
nor e ongoi ng.

7: 09: 51 AM

CO CHAIR LEDOUX asked if, wunder existing law, it would be
| egally possible to approve annexation contingent upon the end
of National Forest receipts.

MR. CHRYSTAL answered that he didn't know, and deferred to the
Department of Law (DQL).

CO CHAIR LEDOUX questioned whether the annexation could be
approved with an exception specifying that iif the National
Forest receipts are reauthorized, those funds would continue to
go to the communities they do now rather than the Ketchikan
Gat eway Bor ough.

7:14:17 AM

MARJORI E VANDOR, Senior Assistant Attorney General, Labor and
State Affairs Section, Cvil Dvision (Juneau), Departnent of
Law (DOL), explained that the National Forest receipts are
governed by federal law and thus the recipients are determ ned
by federal |aw Al though the LBC can place contingencies on
petitions for annexation, approval from the federal governnent
would be required for the territory to still be considered in
t he unorgani zed borough and those receipts to go to the other
comunities. Once [the land] is in an organized borough, she
related her belief that the federal law treats it differently.
She suggested that M. Rolfzen nmay be nore famliar with this
pr ogr am Ms. Vandor related her understanding that the LBC can
make certain contingencies, but it can't violate federal |aw

7:15: 22 AM
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CO CHAI R LEDOUX surm sed then that under existing law, the LBC
can make an approval with a contingency.

M5. VANDOR clarified that there are certain contingencies that
the LBC can place on a petition for annexation, but she said
she's not certain the LBC can place the suggested contingency
since the National Forest receipts are governed by federal |aw
She indicated that such a contingency may require approval from
the federal governnent. In further response to Co-Chair LeDoux,
Ms. Vandor said she would have to review the regulations
regardi ng whether wunder current law an annexation could be
approved contingent wupon the disappearance of the National
Forest receipts. Normal |y, contingencies occur when there is
knowl edge regarding sonething in the future that wll or wll
not happen. For exanple, an annexation of the G eens Creek m ne
into the Gty & Borough of Juneau was allowed after a specific

period of tine. The period of tinme allowed the mne to stay
outside of the mne and get up and running wthout paying a
certain tax. The aforenmentioned is an economc noratorium
which is allowed under state |aw Ms. Vandor said she would
need to research whether the National Forest receipts wll or
will not be available in the future.

7:18: 08 AM

Bl LL ROLFZEN, Municipal Assistance, National Forest Receipts,
PILT, Juneau Ofice, Division of Comunity & Regional Affairs,
Department of Commerce, Community, & Economic Devel opnent
(DCCED), explained that the National Forest Receipts Program was
established in 1908 and Al aska has been participating since

st at ehood. He related his belief that as long as there are
national forests in the US., there wll be a National Forest
Recei pt Program In response to the downturn in the tinber

i ndustry, Congress, in 1998/1999, enacted the Secure Rural
School s Program whi ch gives each state the average of its three
hi ghest paynents from 1986-1989. Wat is possibly sunsetting is
the Secure Rural Schools Program which would return the state
to the previous National Forest Receipts Program M. Rolfzen
explained that wunder [the previous National Forest Receipts
Progran] 25 percent of the inconme generated within each national
forest is returned to the state to be shared wth the
counti es/ boroughs within that national forest. Federal law is
very clear that the National Forest receipt paynents for each
county or borough is proportional to the acreage within its
boundari es. Therefore, Ketchikan's proposed annexation renoves
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acreage from the unorgani zed borough into the Ketchikan Gateway
Bor ough.

7:20: 08 AM

CO CHAIR LEDOUX requested a conparison of the funds received by
t he unorgani zed borough through the Secure Rural Schools Program
versus the anount of funds that would be received if the program
reverted to the National Forest Receipts Program

MR. ROLFZEN pointed out that the incone wthin the Tongass
Nat i onal Forest was predonmi nantly from stunpage fees charged for
commercial harvesting. Although in recent years there has been
very little tinber being harvested within the Tongass Nati onal
Forest, a new |and managenent plan has been unveiled for the
Tongass National Forest that calls for cutting 100-200 mllion
board feet a year. M. Rolfzen related that recent estimates
show that without reauthorization of [the Secure Rural Schools
Progranj the receipts to the Tongass National Forest wll
decrease by about 85-90 percent. In further response, M.
Rol fzen confirmed that the receipts could increase |ater.

MR. CHRYSTAL remarked that it would be difficult to approve the
proposed annexation on a contingency basis.

7:22:28 AM

CO CHAIR FAIRCLOUGH asked if the Secure Rural Schools Program
deposits funds into the general fund.

MR. ROLFZEN said that the National Forest Receipts Program is

governed by Title 41, which does establish a fund. The
depart nment receives t he f unds, whi ch are subj ect to
appropriation in the operating budget. He indicated that the

state would be in nonconpliance with federal law if those funds
were withheld fromthe boroughs. The federal law clearly states
that the funds are to be provided to boroughs in an anount
proportional to the National Forest acreage within the borough.

7:23:49 AM

COCHAIR FAIRCLOQUGH inquired as to the criteria the LBC uses
when consi deri ng annexati on.

MR. CHRYSTAL explained that first the LBC determ nes whether the

proposed annexation fits into state constitution, state
regul ations, and the Mbdel Borough Boundari es. He directed
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attention to a map illustrating the proposed annexati on boundary
in 1998/ 1999, which didn't include Metlakatla, Hyder, or Meyers
Chuck. That proposed annexation was rejected by the LBC He
then directed attention to the pending proposed annexation,
whi ch includes Meyers Chuck and Union Bay. He noted that both
Wangell and Ketchi kan included Meyers Chuck and Union Bay in
their proposals. After public hearings in Wangell and
Ketchikan, it was determ ned that the residents of Meyers Chuck
identified nore with Wangell and thus it and Union Bay were
included in Wangell's proposal. He nentioned that Ketchikan's
proposed annexation fairly well conforns to the Mdel Borough
Boundary, save Hyder.

7:26: 32 AM

CO CHAIR LEDOUX inquired as to the status of the Secure Rural
School s Programin 1998.

MR. ROLFZEN clarified that the Secure Rural Schools Program has
been in exi stence since statehood.

JEANNE MCPHERREN, Local Government Specialist, Departnment of
Commerce, Community, & Econom c Devel opnent (DCCED), related her
understanding that the Secure Rural Schools Program was
established in 2002 and the National Forest Receipts Program
existed in 1998.

7:27:49 AM
CO- CHAIR FAIRCLOUGH inquired as to the depth of public comrent
[wth the proposed Ketchi kan annexati on]. She also inquired as

to why Hyder is being excluded.

MR. CHRYSTAL related that the residents of Hyder were opposed to

inclusion in the Ketchikan annexation. Therefore, the LBC
[ anended] the petition such that Ketchikan and Hyder have five
years to find ways in which Ketchi kan and Hyder can nerge. | f

Hyder and Ketchikan can't find a way to do so, the LBC "will do
it" for them M. Chrystal pointed out then that there was sone
concession to the public input on that issue. In further
response to Co-Chair Fairclough, M. Chrystal informed the
commttee that the LBC had all-day hearings in both Wangell and
Ket chi kan. He noted that no one opposed anything in the
Wangel|l proposal, but there was adamant opposition to the
Ket chi kan proposal .

7: 30: 01 AM
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REPRESENTATI VE  NEUVMAN recall ed | egi sl ation sponsor ed by
Representative Coghill regarding annexation, and inquired as to
whet her it passed.

MR. CHRYSTAL related his belief that Representative Neunman is
referring to HB 247, which was a reorgani zation of the LBC He
enphasi zed that the LBC is already a separate agency, and thus
he questioned what HB 247 woul d really acconpli sh.

7: 30: 44 AM

REPRESENTATI VE NEUMVAN opi ned that [House Bill 133 of the Twenty-
Fourth Alaska State Legislature] could help alleviate some of
the situations such as with the proposed Ketchi kan annexati on.
He pointed out that part of [House Bill 133] requires a vote in
the areas to be annexed as well as the area proposing the
annexat i on. "I believe there's three ways that the Local
Boundary Conmi ssion now can annex areas, but they only use
pretty nmuch one and that's the one that they decide on; that
they've been wusing, it's what they say," he said. He then
recalled that he had proposed an anendnent [to House Bill 133]
such that at |east two votes would be taken in each community in
order to have nore infornmed voters.

MR. CHRYSTAL surm sed that Representative Neuman is speaking to
House Bill 133, which did pass.

M5. MCPHERREN pointed out that [House Bill 133] spoke to |ocal
action petitions and the proposed Ketchikan Gateway annexation
is a legislative review petition for which no votes are taken at

the local |evel. Therefore, if the LBC approves the Ketchikan
Gateway annexati on, It goes before the legislature for
consi derati on. On the other hand, the Wangell petition is a

| ocal option petition, and therefore upon the LBC s approval it
does go before the voters in the area for approval.

7:33: 38 AM

REPRESENTATI VE NEUMAN nentioned that he has heard from folks in
the area [of the proposed Ketchi kan annexation].

7:34: 05 AM
CO CHAIR LEDOUX remarked that the e-mails being received aren't

fromthose in the areas to be annexed as virtually no one |ives
in the areas to be annexed. Those from which the nenbers are
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hearing are from outside the area to be annexed, but whose | ocal
schools are going to lose around $9.6 mllion as a result of
thi s proposed annexati on.

7: 34: 48 AM

MR. CHRYSTAL, in response to Representative Cissna, said that he
didn't recall anyone from Ketchi kan who objected to the proposed
annexat i on.

REPRESENTATIVE CISSNA related her understanding that [the
Ket chi kan annexation illustrates a situation in which] a large
unor gani zed borough with lots of |and places extrene hardship on
exi sting boroughs. It appears that part of the problemis that
the proposed annexation includes two areas that have
difficulties in covering basic costs. She inquired as to
whet her the aforenentioned may be a continuing problem and al so
inquired as to the LBC s part in that.

MR. CHRYSTAL clarified that the amount of funding the Prince of
Wales Island schools would lose is $1.2 nmillion and the $9
mllion nmentioned earlier would be for the entire area. He
remnded the <conmittee that originally the Al aska State
Constitution was set up to encourage the formation of boroughs,
which the LBC nust take into consideration when review ng
petitions. Wth regard to the National Forest receipts, M.
Chrystal said he didn't want to down play the significance of
the loss of receipts because one job or budget is very
important, especially in a snmall comunity. However, he
highlighted that the loss of National Forest receipts would
anount to a decrease of about 1 percent of the Prince of Wiles
| sl and' s budget. He opined that this will be an ongoing issue
and other cities wll likely come forward with petitions. M .
Chrystal enphasized that the LBC is acting on a petition
presented fromthe Ketchikan area.

7:39: 24 AM

CO CHAI R LEDOUX asked if Ketchi kan wanted to annex Hyder

MR. CHRYSTAL said that Ketchikan didn't include Hyder in its
petition. In fact, the LBC rejected the 1999 proposal by
Ket chi kan based on the fact that it didn't include Hyder. M.

Chrystal specified that the only logical place for Hyder is
wi thin the Ketchi kan Gat eway Borough.
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COCHAIR LEDOUX inquired as to the reasons Ketchikan wasn't
interested in annexi ng Hyder.

M5. MCPHERREN poi nted out that Hyder depends on communi cati ons,
transportation, and services from Canada. The LBC has
encouraged the devel opment of comrmunications and transportation
bet ween Hyder and Ketchi kan over the course of the next five
years. If Ketchikan doesn't cone forward with a petition
[including Hyder], the LBC is going to direct the departnment to
do so, she indicated.

CO CHAI R LEDQUX surm sed then that the inclusion of Hyder isn't
a given. Therefore, five years from now, the process could
start over and there could be a discussion regarding Hyder.

M5. MCPHERREN i ndi cat ed agreenent.

MR. CHRYSTAL pointed out that the LBC specified that the
rel ati onship between Hyder and Ketchi kan woul d occur within five
years.

7:42: 30 AM

CO CHAI R LEDOQUX questioned whet her Ketchi kan woul d've continued
with its proposed annexation if it was necessary to include
Hyder and pay for its school s.

7:42: 50 AM

SCOIT BRANDT- ERI CHSEN, Attorney, Ketchikan Gateway Borough

related that at tinme the 1998 petition was pursued, the LBC told
Ketchikan that if it included Hyder and Meyers Chuck, the
petition would be approved. Based upon protests from residents
of Hyder, the Ketchikan Assenbly elected not to anend its
petition to include Hyder and Meyers Chuck. From a financi al
standpoi nt, the Ketchi kan Gateway Borough could provide those
services to Hyder, but whether it would ve elected to do so to
ensure approval of the petition, M. Brandt-Erichsen couldn't
answer .

7:43:46 AM

REPRESENTATI VE Cl SSNA surmi sed that the Hyder situation seens to
illustrate the LBC s desire to have a governnental elenent in
annexati on. "W are looking at expanding boundaries where
there's a benefit that is specific to needing to annex the
boundaries wthout there being a governnental need and that
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plays a part in this, in nmy mnd," she said. Only a narine road
separates the two i sl ands. She then asked if boundaries have
been expanded in existing boroughs wthout the areas to be
annexed having any communities attached to those | ands.

MR. CHRYSTAL related his belief that there have been, but
perhaps not to the extent in the proposed Ketchi kan annexati on.

M5. MCPHERREN pointed out that different standards apply to
bor ough annexati ons ver sus city annexati ons. Bor ough
annexations don't necessarily inply that the area that's being
annexed or incorporated into the borough has any current or
future need for governnent. There have been suprene court
deci sions regarding what the founding fathers neant to enconpass
in creating regional governnents in Al aska.

M5. VANDOR interjected that the framers nention in various spots
in the constitutional mnutes that the entire state is to
eventual |y be organized into boroughs and a regional governnent.
To acconplish the aforenentioned, territory isn't going to neet
all the criteria in every situation. The borough concept was
chosen over the county concept as it's a regional government
with snmaller governnments within it.

MR. CHRYSTAL related that on at |east three occasions within the
| ast year, two of the franmers have attended LBC neetings and
have provided insight into the intent of the portion of the
constitution [related to the state organi zing into boroughs].

7:49:45 AM

PETER CAFFAL-DAVIS, in response to Co-Chair Fairclough, recalled
that the inpact to individual schools wthin the Southeast

| sl and School District ampunts to 15-39 percent. He noted that
when Ketchi kan discussed taking over the school in Hyder it
di scussed utilizing correspondence, which is nust | ess
expensi ve.
7:50: 41 AM

CO CHAIR FAIRCLOUGH recalled testinmobny that the $1.2 mllion
loss represents 1 percent [of the school distinct]. She
inquired as to the inpact the loss of the National Forest
recei pts would have on the school district as a whole.

MR. CAFFAL-DAVIS said he would try to obtain that information
for the commttee.
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MS. MCPHERREN clarified that the $1.2 mllion loss is for all of
the school districts on Prince of Wales Island and Metl akatl a
not just Hyder that's in the Southeast |sland School District.

CO CHAIR FAIRCLOUGH surmsed then that the |oss of National
Forest receipts may be nore of an inpact on an individual school
in Hyder, as far as a percentage of its budget. She inquired as
to the meaning of $1.2 mllion being 1 percent.

M5. MCPHERREN answered, "Overall, ... the average loss to all of
t he school districts in the region would be about 1.1 percent.”

7:52: 39 AM

COCHAIR FAIRCLOUGH noted that [M. Rolfzen] provided the
conmmttee with a chart titled "lInpact of Wangell Incorporation
and Ketchi kan Annexation Upon Distribution of National Forest
Recei pts Revenues in Southeast Alaska as a Percent of Total
Educati on Expenses" representing each individual school [and its
| oss].

7:53:22 AM

MR. ROLFZEN interjected that he provided the conmttee with a
chart that illustrates that the $1.2 mllion inpacts every
muni ci pality, including nmunicipal school districts, in the
unor gani zed borough in Southeast. [ The I oss of National Forest
recei pts] also inpacts Hoonah, Petersburg, Wangell, Pelican,
and second class cities. Forest receipts are restricted to

schools and roads. He explained that for a second class city in
an unorgani zed borough, National Forest receipts are provided to
those cities based on the mles of roads the city maintains.

7:54:14 AM

CO CHAI R FAI RCLOUGH requested hard nunbers in regard to the 1
per cent i npact.

M5. MCPHERREN confirnmed that sonme comunities wll suffer a
greater loss than others. She said that Petersburg and W angel

will likely suffer the greatest |oss. Because of Hydraburg's
| ow student population, it wll fall wthin the 2-3 percent

range. Ms. McPherren clarified that the 1.15 percent [l o0ss]
di scussed was an overall average loss to the school district
She offered to provide specific percentages to the commttee.
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7:55:48 AM

CO CHAIR LEDQUX, referring to the aforenentioned chart, related
her understandi ng that the Hoonah school is |osing $74,000. She
asked if that $74,000 is just 1 percent of Hoonah's school
budget .

MR. ROLFZEN clarified that the chart he provided specifies the
sum total lost to the Cty of Hoonah. Since the City of Hoonah
is a first class city it receives National Forest receipts for
both schools and roads, and therefore the $74,000 loss is a
conbi nati on of school and road funds.

M5. MCPHERREN acknow edged that many of the wtnesses have
testified that although the nunmbers may seem snall, they are
significant to the communities.

7:58:15 AM

CO CHAIR FAIRCLOUGH recalled testinony |last week that the LBC
doesn't take into account the financial inpact or consequence of
the decision [on the proposed annexation]. She opined that the
state will have to fill the [loss of National Forest receipts]
because there's no desire to have communities adversely inpacted
by the [proposed annexation]. Communities are apprehensive to
change when it's unknown whether the state will step up to that
responsi bility.

MR. CHRYSTAL said that the LBC does take [any financial inpact]
into account. Still, the bottom line is that the National
Forest receipts are funds that aren't guaranteed. M. Chrysta
remarked that since the proposed annexation would be cast in
stone but the National Forest receipts aren't, not as nuch
enphasis is placed on the National Forest receipts.

8: 00: 03 AM

CO- CHAIR LEDOUX inquired as to when there will be know edge as
to whether the Secure Rural Schools program wll be
r eaut hori zed.

MR. ROLFZEN expl ained that a one-year extension was received for
fiscal year (FY) 2008. In the last three to four nonths,
Congr ess has reauthorized the program However, t he
reaut hori zation was attached to war funding or troop wthdrawal
bills that were ultimately vetoed by the president. M. Rolfzen
rel at ed t hat t here 'S much bi parti san support for
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reauthorization and the president's recently released budget
i ncl udes reauthorization at a reduced funding |evel. Recent |y,
U S. Senator Ted Stevens relayed that the bill would likely not
be voted on until August or Septenber of this federal fiscal
year. In further response to Co-Chair LeDoux, M. Rolfzen
related that the Secure Rural Schools Program went into effect
in 2000, sunsetted in 2007, and extended for one year in 2008.
Therefore, the programhasn't been officially reauthorized yet.

M5. MCPHERREN hi ghl i ghted that President George W Bush's budget
proposes that the Secure Rural Schools program or a simlar
program be funded at less than half of its current |evel and

phased out over three years. The National Forest Receipts
Programw || remain, she noted.
8:02:43 AM

CO CHAIR LEDOUX asked if it would ve been possible for the LBC
to approve annexation and specify that in five years Hyder wll
be part of Ketchikan and direct Ketchikan to keep the Hyder
school open rather than utilize correspondence.

MR. CHRYSTAL said that he didn't know.
8:03: 36 AM

REPRESENTATIVE CISSNA inquired as to how nmany students are
enrolled in the Hyder school.

MS. MCPHERREN answered that at |ast count there were 18 students
enrolled in the Hyder school.

8:04:34 AM

M5. VANDOR, in response to Co-Chair LeDoux, explained that since
Hyder is an unorganized city, it was probably possible for the
LBC to direct the annexation of Hyder in five years rather than
reconsi der it again. However, the Ketchikan petitioners could
object to such. Since [Hyder] wasn't included in the original
petition, analysis, hearings, and input would be necessary to
determne whether the mninmum standards have been net.
Therefore, M. Vandor opined that [inclusion of Hyder] would
need its own petition. Now that the statute change allows the
LBC to specify contingencies, it was proper for the LBC to do
t hat .

8:07:14 AM
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M5. MCPHERREN pointed out that Hyder is opposed to being
annexed, and therefore she surmsed that if the LBC had done
what Co-Chair LeDoux suggested the residents of Hyder would' ve
been very upset.

8:07:42 AM
CO CHAI R FAI RCLOUGH expressed the desire to know the inpact [in
the loss of National Forest receipts] on each conmunity wth

regard to the governnent budget and school budget.

M5. MCPHERREN offered to work with the Departnent of Education

and Early Devel opnent (EED) to obtain that information. She
hi ghlighted that the Joint Legislative Education Task Force is
al so reviewing the sunset of the Secure Rural Schools Act. M.
McPherren informed the commttee that the Ketchikan Gateway
Borough will receive nothing from the National Forest Receipts
Program or the Secure Rural Schools Act until FY 10 because of

the timng of the annexation and the way the funding nechani sm
wor ks under the regul ati ons for boroughs.

REPRESENTATI VE NEUVAN asked if the [National Forest receipts]
are used as part of the local contribution under the student
fundi ng formnul a.

M5. MCPHERREN replied no, adding that they aren't part of the
basi c need.

MR. ROLFZEN clarified that it doesn't play into the state
foundation aid fornmula, but a nunicipal school district can use
its National Forest receipts to neet the 4 mll | oca
equi val ency. He noted that sone communities do the
af orenenti oned and sone don't.

CO- CHAIR FAI RCLOUGH expressed interest in receiving information
regarding [which conmunities use it to neet the 4 mll |ocal
equi val ency] .

8:12: 45 AM

REPRESENTATI VE ClI SSNA expressed concern wth the proposed
annexation of Hyder. She related her understanding from the
Al aska State Constitution that "you're growing your borough so
that you can grow your ability to give service to the people
that are going to be comng into that area.” She rel ated her
further wunderstanding that areas proposed for annexation are
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areas that could be inhabitable and where new communities and
schools could be created. Representative Cissna questioned
whether there's the attitude that enbraces and welcones new
responsi bility and service to people.

MR. CHRYSTAL said he would hope that's the case. He then
menti oned the control destiny aspect in which a comunity may
want to control its destiny. He related his understandi ng that
Ket chi kan al ready provides quite a few services to areas that it
hasn't annexed. In regard to the proposed annexation by the
Ket chi kan Gateway Borough being a noney grab, he said he
woul dn't have supported the annexation if he had thought that
was the case. "I really do not think this is a noney grab, in
my own heart and mnd," M. Chrystal opined.

8:16: 38 AM
M5. MCPHERREN pointed out that education is a mandatory borough

function, and therefore the Ketchi kan Gateway Borough woul d have
to provide educational services to the students wthin its

boundaries. In response to Representative C ssna, Ms. MPherren
related her understanding that when there are 10 or nore
students, a school is involved. She noted that she has only

heard the remarks regarding Ketchikan utilizing correspondence
for those students in Hyder only from the residents of Hyder.
She deferred to a Ketchikan representative.

MR. BRANDT- ERI CHSEN said that there wasn't discussion at the
assenbly level regarding education. However, anobngst the
interactions of staff with Hyder residents, there was discussion
regarding the services Hyder desired and the notion that the
easiest nethod to continue a school in Hyder may be to contract
with the Southeast Island School District to continue providing

servi ces. The education services aren't sonething that the
borough assenbly can control as the school board and
superintendent would nake the actual decision. The current

superintendent has experience in rural districts in Northwestern
Al aska and thus wouldn't be new or difficult for him

8:19:37 AM
CO CHAIR FAI RCLOUGH recalled testinmony that Ketchikan's current
petition is the same as the one disapproved by the LBC in the

recent past. She asked if there was any change in the
conposition of the LBC between the two different applications.
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MR. CHRYSTAL confirmed that there was a conplete change in the

menbership of the LBC In further response to Co-Chair
Fai rcl ough, he acknow edged that different individuals have a
different view of things. However, during the tinme period in

[ between Ketchikan's first petition and this nost recent
petition] there were also changes in statute and regulation. He
related his understanding that 10 years ago a lot of politica
pl ay occurred. The staff was nore or less directed to oppose
Ketchi kan's first proposed annexation, whereas today staff were
given free reign to provide their honest opinion and no one was
directed to do anything. He further related that the
regul ati ons were changed such that they refer to what's in the
best interest of the state. This LBC, he said, doesn't viewthe
Model Borough Boundary as cast in stone but rather as a
gui del i ne.

8:22: 55 AM

MR. CHRYSTAL, in response to Co-Chair Fairclough, reviewed the
docunent titled "A Nunber of Significant D fferences KGB
Annexation Proceedings”, which is included in the comittee
packet .

8:23:38 AM

CO CHAIR FAIRCLOUGH inquired as to why under Ketchikan's 1998-
1999 annexation proposal 17.9 square mles around Hyder was
excluded while in the 2006-2007 proposal 205 square mles around
Hyder was excl uded.

MR. CHRYSTAL related his belief that it has to do with foll ow ng
t he geogr aphy.

MS. MCPHERREN not ed her agreenent that the current proposal uses
the natural geography, adding that the exclusion of the Hyder
area, not just the community of Hyder itself, is a short-term
excl usi on.

MR. ROLFZEN said that there was no discussion directly related
to National Forest receipts when there was discussion regarding
the area around Hyder.

M5. MCPHERREN pointed out that the National Forest receipts for
Rur al Education Attendance Areas (REAAs) and city schoo
districts on Prince of Wales Island aren't based on acreage but
rather the average daily nenbership (ADM whereas for boroughs
the receipts are based on acreage. Therefore, the Hyder
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exclusion is based on the nunmber of students in the Southeast
| sl and School District.

8:26: 23 AM

MR. CHRYSTAL continued reviewing the docunent titled "A Nunmber
of Significant Differences KGB Annexation Proceedings" and
hi ghli ghted the substantive anendnents to regulations in which
new provisions referring to the best interest of the state as
well as a new procedure for |legislative review of annexation
proposals. He also highlighted that the EED did oppose the 1998
petition but not the 2006 petition. As mentioned earlier, the
LBC s reliance on Mdel Borough Boundaries changed in that it's
now used as a guide. In response to Co-Chair Fairclough, M.
Chrystal specified that the change in use of the Mydel Borough
Boundaries was codified in regulation after a work session on
the matter.

M5. MCPHERREN clarified that it was originally codified in the
Skagway decision when it stated that the Model Bor ough
Boundaries was a tool rather than deterrent to the formation of
or annexation to boroughs. This was made clear in case |aw
prior to the codification in regulation.

8:28:16 AM

MR. CHRYSTAL, continuing his review of the docunent titled "A
Nunber of Significant Differences KGB Annexation Proceedings",
directed attention to the information regarding the departnment's
positions in which this tine staff was free to do what it felt
was right and didn't receive any political pressure in the
matter. |In regard to the National Forest receipts, M. Chrysta

related that the LBC certainly did reviewit.

M5. MCPHERREN poi nted out that the LBC has brought the issue of
the wuse of National Forest receipts to the legislature
consistently in its annual report over the past 10 years.
Furthernore, when EED and the LBC were required to study the
issue of school <consolidation in 2004, the National Forest
recei pts were cited as an i ssue needi ng revi ew.

MR. CHRYSTAL then highlighted another change in the LBC, which
is the new unit supervisor, Jennifer Abbott, for the LBC staff
i n Anchor age.

8:30:14 AM
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CO CHAI R FAI RCLOUGH acknow edged that some have raised an issue
with the former wunit supervisor of the LBC, Dan Bockhorst,
alleging that he was involved in the proposed annexati on. Co-
Chair Fairclough then thanked everyone for com ng today. Co-
Chair Fairclough noted that public testinmony on HIR 30 is stil
open.

8:33:49 AM
ADJ OURNNMENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 8:33 a. m
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