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ANALYSIS BY S P ONSOR

RE: SB 735 "An A c t  relating to o r g a n i z a t i o n a l  grants
and transitiona l a s s i s t a n c e  for munic ipalities; 
and prov i d i n g  for an e f f e c t i v e  date."

This bil l r e v i s e s  p r o v i s i o n s  of T i t l e  29 r e l a t i n g  to o r g a n i z a­
tional g r a n t s  to n e w  m u n i c i p a l i t i e s , and to the assist a n c e  
to be p r o v i d e d  to those n e w  local governments. This bill 
m u s t  be a ble to a m e n d  c u rrent statutes, as well as the c o r r e s­
pon d i n g  s e c t i o n s  of the n e w  m u n i c i p a l  code, if enacted. T h e r e­
fore, s e c t i o n  1 r e v i s e s  the existing  T i t l e  29; sections 2 
and 3, a r e p e t i t i o n  of the language in section i, are nu mbered 
to c o r r e s p o n d  to SB 180/HB170.

S p e c i f i c a l l y ,  s e c t i o n s  1 and 2 of this bill w o u l d  increase 
the o r g a n i z a t i o n a l  g rants to cities from a m i n i m u m  $25,000 
g r a n t  (except for second  class cities, limited to $10 for 
each p e r s o n  v o t i n g  in the i n c o r p o r a t i o n  election) to a m i n i m u m  
$ 5 0,000 grant, w i t h  an optional $25,000 grant during their 
s econd y e a r  in existence.

S e c t i o n s  1 and 3 a l s o  establish a separate o r g a n i z a t i o n a l  
g r a n t  for boroughs, w h i c h  p r o vides $60 0,000 over a three- 
y e a r  period. A  $ 300,000 o r g a n i z a t i o n a l  g r a n t  w o u l d  be made 
to a new b o r o u g h  the first year, d e c r e a s i n g  to $200,000 the 
s econd y e a r  and $100,000 the final yeai The intent of these 
p h a s e d  o r g a n i z a t i o n a l  grants is to a l l o w  local g o vernments  
to o f f s e t  state g r a n t  funds with r e ven ue sharing funds and 
local revenues.

T r a n s i t i o n a l  a s s i s t a n c e  to boroughs is provide d in sections 
1 and 3. U n d e r  this bill, the D e p a r t m e n t  of C o m m u n i t y  and 
R e g i o n a l  A f f a i r s  is to d e t e r m i n e  the b o r o u g h ' s  population, 
and a s s i s t  the n e w  b o r o u g h  in e s t a b l i s h i n g  local a s s e s s m e n t  
and tax c o l l e c t i o n  capabilities. In the case of a b o rough 
that a d o p t s  sales taxes, the D e p a r t m e n t  will h e l p  set up an 
a s s e s s m e n t  and c o l l e c t i o n  mechanism . If a b o rou gh adopts a 
p r o p e r t y  tax, the D e p a r t m e n t  will prov ide an initial tax 
a s s e s s m e n t  roll, including a pprai s a l s  as required.

S e c t i o n s  4, 5, 6 and 7 contain e f f e c t i v e  dates and repealers 
that c o n t r o l  the i m p l e m e n t a t i o n  of this A c t  through current 
T i t l e  29 language, and through SB 180/IIB 170, if enacted.



'• * State  of  Alaska
De par tm ent of  C o m m u n i t y  &  Regional  Affairs D a t e : - M a m h - i 5 , .  1 9 R2l

POSITION PAPER
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---------------------------------------------------------- Ass i stance “■
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Remarks:
AS 29.05.180 of the proposed bill provides for organizational grants for 
cities based on a formula of $50,000 the first year and $25,000 the second 
year.

AS 29.05.190 of tne proposed bill provides for organizational grants for 
boroughs based on a formula of $300,000 the first year, $200,000 the second 
year and $100,000 the third and final year.

AS 29.05.210 of the bill would provide for transitional tecnnical assistance 
in the area of tax collections.

Even before the era of great state wealth the status quo in the unorganized 
borough was characterized as inequitable and inefficient. Inequitable in the 
sense that residents are not, generally, afforded the opportunity to 
participate directly in the decision making process nor do they participate on 
an equal basis in terms of financing local services; inefficient to the extent 
that existing service delivery mechanisms (cities and State regional offices) 
often lack the necessary expertise to provide services on an efficient and 
responsive basis. The inequity and inefficiency of the present system are now 
even more pronounced in light of the attention focused on and the millions of 
dollars spent in the unorganized borough. More goods and services are being 
provided in rural Alaska without the benefit of local control and a 
coordinated delivery mechanism.

Tne solution must oe a voluntary one if it is to work. To make a voluntary 
progression from unorganized status to organized borough status work, it must • 
have three major incentives to make it more attractive than the status quo:
1) money, 2) a mechanism for substantial local control, and 3) transitional 
assistance to help get a regional government off the ground. Rural areas of 
the State should not be rushed into any regional governance nor should they be 
presented with an all-or-nothiny situation.

This bill combines monetary incentive with guarantees of assistance that will 
make regional government more attractive to residents of the unorganized 
borough.



The Department has long supported increased financial and technical assistance 
to municipalities (including newly formed cities) during the period 
immediately after incorporation. That initial period is critical in the 
development of municipal government and the assistance provided by this bill 
will help newly formed governments get started.
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300 CONTRACTUAL
400 COMMODITIES
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AS 29.05.180 of the proposed bill provides for organizational grants for 
cities based on a formula of $50,000 the first year and $25,000 the second 
year. The proposed funding level in this fiscal note is based on 2 cities' 
incorporating in Fiscal 82 and 1 every other year after that time.

AS 29.05.190 of the proposed bill provides for organizational grants for 
boroughs based on a formula of $300,000 the first year, $200,000 the second 
year and $100,000 the third and final year. The proposed funding level in 
this fiscal note assumes one borough incorporation in each of the following 
years: FY 83, FY 85 and FY 87.

Page 5 of the bill (AS 29.05.210) deals with transitional assistance to 
boroughs and establishment of taxation systems. It is not completely clear 
how much assistance is intended by this language. Depending on the 
legislative intent, the cost of setting up those tax systems could run as hi 
as $300,000 per borough per year. This fiscal note assumes technical 
assistance only and that that assistance would be provided with existing 
staff. The only cost based on those assumptions would add additional travel 
of $5,000.
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