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A T T A C H M E N T  I I
The tables b e l o w  i l l u s t r a t e  how r e v e n u es.would be s h a r e d  with
Llic l i iU lv l 'Ju o l  v iu ie a  In  Llje aaw auiuuuti i r  no 2 2 0 / 5D 132 id
adopted. If this bill is net adopted, r evenues w o u l d  
immediately be shared as indicated in year 3 of these tables. 
This sharp one year d r o p  in revenues would s e r i o u s l y  e f f e c t  
each city's ability to d e l i v e r  services, and may n e g a t i v e l y  
effect potential b o r o u g h  formation.

A KUTAN - 3235,000 in FY 37
a p p r o x i m a t e l y  50% of Akuta.n's B u d g e t

City Borough
Year 1 3320,400 (45%) 3 35,600 (5%)
Year 2 234,300 (40%) 71,200 (10%)
Year 3 249 ,200 (33%) 105,300 (13%)
Year 4 213,500 (30%) 142,400 (20%)
Year - 173,000 (25%) 173,000 (25%)

C O L O  3 A '1 - 3 7 , 2 0 0  i ft' 37

approxi m a t e i y  10% of Cold Bay ' s B u d g e t

City Bcrouah
Year 1 3 5,340 (45%) 3 720 ! 5% 1
Year 2 5,750 (40%) 1,440 (10%)
Year 2 5,040 (35%) 2,150 (15%;
Year 4 4,320 (30%) 2,330 (20%)
Year 5 3,600 (25%) 3,600 (25%)

KI NG C O V E  - 3327,000 in FY 3 7
a pprox i m a t e l y  33% of King Cove's b u d g e t

City Borough
Year 1 3294,300 (45%) 3 32,700 (5%)
Year 2 261 , 500 (40%) 55,400 (10%)
Year 3 223,900 (35%) 93,100 (15%)
Year 4 195,200 (30%) 130,300 (20%)
Year 5 163,500 (25%) 163,500 (25%)

SAND P O INT - 3114,000 in ?Y 3 7

a p p roximately 10% of Sand Poin t's b u d g e t

City Bcrcuch
Year I 3102,500 (45%) 3 11,400 (5%)
Year £ 91,200 (40%, 22,300 (10%;
Year w 7 9 ,300 (35%) 34,200 (15%,
Year 4 53,400 (30%) 43,500 (20%)
Year

» • ^  A  W
D . , U u 0 (25%) 57,000 (25%;

The c <■> nur.ities of False Pass and Nelson lagoon, w hich are
also ■  i l the Aleuti ans E a s t  area, do net o r e s e n c l y  r e c e i v e
3 rate ish Business Tax r e v e n u e s  because they ara
m i n e s / — pcratad. 7he S t a t e  or. 1 y shares c case r e v e n u e s  w i t h
m o o r C O ^*3 “3G  C — » — 2 s .
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CITY Or XJNG COYS
P.O. Box 37 . K ing Cova. Ala3ka 9S612 • (907) 497-2240

A o r i l  7 ,  1 9 8 7

Dear H o n o rable M e m bers of the Senate and House C o m m u n i t y  and 
Regional A f f a i r s  C o m m i t t e e s

The c o m m u n i t i e s  of the Aleutians East region, Akutan, Cold 
Bay, False Pass, King Cove, Nelson lagoon and Sand Point, ask 
for y o u r  s u p p o r t  of SB 162/H3 225, an Act r e l a t i n g  to 
Fisheries B u s i n e s s  Tax refunds. Cur region is presently 
c i r c u l a t i n g  the p e t i t i o n  required to e s t a b l i s h  a borough 
government, and we v i e w  passage of S3 152/HB 226 as critical 
to f o r m a t i o n  of the new Aleutians Bast borough.

53 1 6 2 / HB 225 will enable the phased transfer of fish tax 
revenues b e t w e e n  ex i s t i n g  cities and newly e s t a b l i s h e d  
boroughs, This t r a n s i t i o n  would occur over a per i o d  of five 
years and w o u l d  a l l o w  the cities tc adjust e x i s t i n g  service 
delivery to the decrease, in the amount and p e r c e n t a g e  of fish 
tax revenues they w i l l  receive.

Alaska Statutes stipu l a t e  that the State e q u a l l y  share its 
fish tax r e v e n u e s  w i t h  cities in the u n o r g a n i s e d  b o r o u g h  for 
fish d e l i v e r e d  tc pro c e s s o r s  in city boundaries. However, if 
a borough exists, the State retains its 50% 3hara, but the 
cities (25%) and the b o r ough (25%) equa l l y  share the ether 
50%. Thus, u n d e r  e x i s t i n g  statutes, w h e n  the A l e u t i a n s  Bast 
B orough is esta b l i s h e d ,  the citias will lose o n e - h a l f  cf the 
fish tax rev e n u e s  they have traditionally received.

The amount of fish tax the cities receive varies each year, 
but the loss of one - h a l f  of this tax w o u l d  g e n e r a l l y  result 
in a 15% - 20% d e c r e a s e  in Akutan's and King C o v e ' s  annual 
operating revenues, and a 5% - 10% d e crease in Sand Point's 
and Cold Bay's revenues. Simply stated, this revenue loss, 
when coupled w i t h  losses in State Revenue Sharing, Municipal 
Assistance, F e d e r a l  Revenue Sharing and other traditional 
sources of city revenues, is difficult to adjust to in one
v a a r .  S3 1 3 C /H S  Z Z Z  w o u l d  p r o v i i s  a p r . a o c s  r i v e  v ; s i
adjustment p e r i o d  'ey reducing the percentage cf city fish tax 
revenues each ye a r  by 3% until the equal s h a ring of revenues 
with the b o r o u g h  is obtained. Attachment I i l lustrates the 
total amount of revenues to be shared b e t w e e n  the borough sr.d 
cities, and A t t a c h m e n t  II illustrates m i s  s n a r i n g  of 
revenues with each citv.



Also, this legislation will not negatively affect the n e wly 
e s t a b l i s h e d  borough's a b i l i t y  tc meet service d e l i v e r y  
expenses. The borough, b e c a u s e  cf its larger b o u n d a r i e s ,  
w i l l  be receiving fish tax revenues that the State has not 
p r e v i o u s l y  shared w i t h  cities. These revenues will be 
c o l l e c t e d  from the area that was in the unorga zed b o rough. 
SB 162/H3 226 structures f re phase in of rev e n u e s  so th a t  as 
the b o r ough undertakes d e l i v e r i n g  service w h i c h  we r e  
p r e v i o u s l y  done by the Cities, its per c e n t a g e  cf r e v e n u e s  
will increase and the c i t y  share cf revenues will d e c r e a s e .
In year five, the b o r o u g h  wi l l  receive its full share. 
A t t a c h m e n t  I identifies new revenues that will be a v a i l a b l e  
to the Aleutians East B o r o u g h .

In addition, as f?3 152/H3 225 addresses one cf the 
d i s i n c e n t i v e s  that a f f e c t s  borough formation, its p a s s a g e  may 
e n c o u r a g e  cities in a r eas o t h e r  than the Ale-uci-ans E u s t  to
c o n s i d e r  e a t a f a l i s h i r i ' j  a  b o r o u g h .  The  A l e u t i a n s  Z a a  L i s y i J i i
is p u r s u i n g  Borough f o r m a t i o n  b e c ause or d e c r e a s e s  in Sta.: 
and Federal expenditures, and the region's de s i r e  to c o n t i n u e  
g o o d  q u a l i t y  service delivery. Other ?raas may need to 
pursue borough g o v e r n m e n t  for similar reasons.

V7e ask for vcur support of S3 1S2/HB 225 to remove one of the 
d i s i n c e n t i v e s  a f f e c t i n g  b o r o u g h  organization, p a r t i c u l a r l y  
in the Aleut i a n s  Host region. This bill will not a f f e c t  the 
new borough's ability to d e l i v e r  quality services, d o e s  not 
a f f e c t  fish tax revenues e x i s t i n g  boroughs r e c eive and dees 
not affect Stats revenues. In addition, it aces not r e q u i r e

Cn behalf of the A l e u t i a n s  East ccmmuni-j.es.



A T T A C H M E N T  I

In Fiscal Year 1937, the total amount of State Fisheries 
Business Tax revenues shared with the four incorporated 
cities (State tax on fish delivered to processors within City 
boundaries) in the Aleutians East region was £805 ,OGC. This 
tax repr3sents 10% — 50% of each of the citias general 
operating revenues. Under existing statutes, if a borough is 
established, these cities must equally share these revenues 
with the borough.

HB 225/SB 162 which the Aleutians East communities support, 
would allow a phased transfer of fish tax revenues between 
cities and the new borough. Table I, below, illustrates this 
revenue transition. This revenue transition will allow 
citia'-- to adjust service delivery to the decreased revenues, 
and will not negatively affect the borough's ability to 
deliver services.

TA3LS I
H3 22S/S3 152 Formula for Shared Revenues 

Citv Share Bcrouch Share

Von »" 1 $734,500 (45%) 3 30,500 (5%)
Year 2 644,000 (40%) 151,000 (10%)
Year 0 563,500 (35%) 241,500 (15%)
Year 4 432,000 (30%) 322,000 (20%)
Year 402,500 (25%) 402,500 (25%)

Start ing in y e a r  5 and each year thereafter, the bore
cities will equally share State Fish Business Tax revenues 
for fish delivered within Citv limits.

Also, the Borough will annually receive abut 31,200,000 in 
new revenues that none of the existing cities receive. These 
revenues, when combined with the borough's share of fish tax
i c v g i i u c ^  i u c n U i r  l e U  l u  T a b  1 e  X ,  w i l l  b a  a J a u u a  b e  b a  m c c  U

anticipated borough expenditures. The SI,200,000 mainly
L u u a i a L a  u £  t h e  C u l l w w l t t ^  i e v s j j u e  a u u i L a a ;

o $400,000 in State Fish Business Tax Revenues for z . j ~ 
delivered to processors within borough boundaries, but 
outside City limits. The State is the only entity that 
presently receives these funds.

c S70C,000 in sales/use tax revenues. The Borough plans 
tc levy a 2% salas/use tax as its main method cf local 
taxation.

-s 5 1 0 0 , 0 0 0  i n  S t a t s  r e v e n u e  s h a r i n g  a n a  m u n i c i p a l

assistance monies and other shared revenues.
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The tables be lew illustrate how revenues.would be shared witi
LSt« iiivJi v l J u a  1 u l u l c a  I n  Llje a e w  3ui.uuu|| l £  .'10 Z Z O / ' Z D  1 0 2  - a

adopted. If this bill is not adopted, revenues would 
immediately be shared as indicated m  year 5 of these tabl 
This sharp one year drop in revenues would seriously effec 
each city's ability to deliver services, and may negatively 
effect potential borough formation.

AK’OTAN - S355 ,000 in ?Y 3 7

A T T A C H M E N T  11

approx imately 50% of Akuta.n s Bud

City Borough
Year 1 5320,400 (45%) S 35,500 (5%)
Year 2 234,300 (40%) 71,200 (10%)
Year 3 249,200 (35%) 105,300 (15%)
Year 4 213 ,500 (30%) 142,400 (20%)
Year 173,000 (25%) 173,000 (25%)

cono 3AV - ? 7, 2 0 0 in TV 9 7 
approximately 10% of Cold 3av's Budge-

City 3crough
Year 1 3 5,340 (45%) 3 720 (5%)
Year 2 5,750 (40%) 1,440 (10%)
Year 3 5,040 (35%) 2,160 (15%;
Year 4 4,320 (30%) 2,330 (20%)
Year 5 3,600 (25%) 3,600 (25%)

KI NG COVE - S 3 2 7 ,000 in FY 37
approxi mately 35% c f Kir.c Cove's budget

City Borough
Year 1 $294,300 (45%) 3 32,700 (5%)
Year 2 261,600 (40%) 55,400 (10%)
Year 3 223,900 (35%) 93,100 (15%)
Year 4 195,200 (30%) 130,300 (20%)
Year 5 163,500 (25%) 163,500 (25%)

SAND POINT - 3114,000 in ?Y 37
approximately 10% of Sand Point's budget

Citv Bcrouch
Vo 3 v- 3102,500 / .1 2 a \ \ -t 3 / 3 11,400 '3%
Year 2 31,200 / I M 22 , 300 ti:v
Year 79,300 (35%; 34,200 (15%,
Year 4 53 ,400 (30%) 45,500 (20%)
Year 2 *" •> Av ' / J U’J (25%) 57,000 (25%;

The ccmmur.ities cf Faise Pass and Mel sen Lagcc.n, which are
also 4

«  4 • the Aleuti ans East are a, do r.cc presently receive
State ish Business Tax rever.u es because they are
uninc or pcrated. The 8 cate cr.ly shares these revenues with
i n c o m e rated cities.

(I 
10
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a n y  o f  x jn g  c o v s
P.O. 3ox 37 . King Cove. Alaska 386 5 2 . 1907) 497-2340

Acril 7, 1987

Cear Honorable Members of the Senate and House Community and 
Regional Affairs Committees

The communities of the Aleutians Bast recicr., Akuta.n,
Bay, False Pass , X Lng Cove, Mel sc n lagocn and -A =c ‘ "■>« iU • W . ■ 1- / a  g ’/-* V .*
for your suppor w W 4m SB 152/HB 2

... —c. 0 , an Act rala -
Fisheries Business Tax refunds. Cur region is presentl y
circulating the pe ifion requir ad to establish a boroug h
covernmer.t , and we view passage 0f SB 152/HB 2 25 as cri - 1 -a 1
to formation of th 0 new Aleutians Sast borough «

53 152/HB 225 wi 11 enable the ?h ased transfer
revenues between existing cities and newly as
boroughs. This transition would occur over a
years and would allow the cities to adjust e,
delivery to the decrease in the amount end pe

-  — «i

o a r i c c  o r  r i v e

tax revenues they will receive.

Alaska Statutes stipulate that the State equally snare its 
'.organised borough for 

Ho w e v e r , if 
b u i

fish tax revenues with cities in the 
fish delivered tc processors in city boundaries, 
a borough exists, the State retains its 50% share, but the 
cities (25%) and the borough (25%) equally share the ether 
5C%. Thus, under existing statutes, when the Aleutians East 
Scroug.i is established, the cities will lose one-half cf the 
fish tax revenues they have traditionally received.

The amount of fish tax the cities receive varies each ye"', 
but the loss of one-half of this tax would generally result 
in a 15% - 20% decrease in Akuta.Vs and King Cove's annual 
operating revenues, and a 5% - 10% decrease in Sand Point's 
and Cold Bay's revenues. Simply stated, this revenue loss, 
when coupled w i t h  losses in State Revenue Sharing, Municipal 
Assistance, Federal Revenue Sharing and other traditional 
sources of city revenues, is difficult tc adjust to in one 
v o  j r . S3  1 3 1 /  MS 3 2 o w o u l d  p r o v i d e  e i e i e e  e, p r . e e e d  f i v e
adjustment period ov reducing the percentage of city fish tax 
revenues each year by 5s until tr.e equal s h a r i n g  of revenues 
with the borough is obtained. Attachment I illustrates the 
total amount of revenues to be shared between the borough ar.d 
t itles, and Attachment II illustrates tr.is snaring of 
ravenues wi:'



Also, this legislation will not negatively affect the newly 
established borough's ability to meet service delivery 
expenses. The borough, because cf its larger boundaries, 
will be receiving fish tax revenues that the State has net 
previously shared with cities. These revenues will be 
collected from the area that was in the unorganized borough. 
SB 162/HS 226 structures the phase in cf revenues so that as 
the borough undertakes delivering service which were 
previously done by the Cities, it3 percentage of revenues 
will increase and the city share of revenues will decrease. 
In year five, the borough will receive its full share. 
Attachment I identifies new revenues that will be available 
to the Aleutians East B o r o u g h .

In addition, as S3 152/H3 226 addresses one cf the 
disincentives that affects borough, formation, its passage may 
encourage cities in areas other than the Aleutians Ea-st ro
c o n s i d e r  i a  C c b i  i c h i n g  a  b o r o u g h . T h e  A l c u U - a u o  l a s L  i s y i u / i

is pursuing Borough formation because of decreases m  State 
and Federal expenditures, and the region's desire to continue 
good quality service delivery. Other areas may need to 
pursue borough government for similar reasons.

V7e ask for vcur support of SB 1S2/H3 225 to remove one cf the 
disincentives affecting borough organization, particularly 
in the Aleutians East region. This bill will not affect the 
new borough's ability to deliver quality services, does not 
affect fish tax revenues existing boroughs receive and dees 
not affect State revenues. In addition, it does not require 
any new State monies to implament. * y

/ 7  t  A / !  / /
Sincerely

Wayne/Martha 11 
C i t y  Manager 
City of King Cove

l^mar' J . Cottar.

/ t i z y  Administrator 
Cipy of Sand Point

Cr. behalf of the Aleutians East communities.



A T T A C H M E N T  I

In Fiscal Year 1937, the total amount of State Fisheries 
Business Tax revenues shared with the four incorporated
cities (State tax on fish delivered to processors within City
boundaries) in the Aleutians East region was S30S,OCC. This 
tax represents 10%-5CA of each of the cities general 
operating revenues. Under existing statutes, if a borough is 
established, these cities must equally share these revenues 
with the borough.

HB 225/S3 152 which the Aleutians East communities support, 
would allow a phased transfer of fish tax revenues between 
cities and the new borough. Table I, below, illustrates this 
revenue transition. This revenue transition will el lew 
cities to adjust service delivery to the decreased revenues, 
and will not negatively affect the borough's ability tc 
deliver services.

TA3LE
H3 225/33 152 Formula for Shared Revenues

Citv Share Borough Share

Year 1 3734,500 (455) 3 30,500 (5%)
Year 2 544,000 (40%) 161,000 (10%)
Year 3 563,500 (35%) 241,500 (15%)
Year 4 483,000 (30%) 322,000 (20%)
Year 3 402,500 (25%) 402,500 (25%)

Starting in year 5 and eac:h year thereafter, the borough and
cities wi 11 equally share State Fish Business Tax revenues
for fish delivered within City limits.

Also, the Borough will annually receive 3but 31,200,000 
new revenues that none of the existing cities receive. These 
revenues, whan combined with the borough's share of fish tax
j i . v c i t u c s  i U c u L i r i c U  I n  t s l  1 c  I ,  n i l  1 L ie  a l c u u a i s  L o  i r e c l ,

anticipated borough expenditures. The 31,200,000 mainly 
w u i i a l s L s  u £  L l i c  C u  1 l u w l j ; ^  ; e v s i i u e  s u u i u e a i

o S4Q0,00Q in State Fish Business Tax Revenues for 
delivered to processors within borough boundaries, but 
outside City limits. The State is the only entity tnac 
presently receives these funds.

o 3700,000 in sales/use tax revenues. The Borough 
to levy a 2% salas/use tax as its main method of local 
taxation.

■o 3 1 0 0 , 0 0 0  i n  S i s t c  r e v e n u e  : h s n n o  e n d  m u n i c i p a l

assistance monies and other shared revenues.
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ATTACHMENT r ;

The tables be lew illustrate how revenues.would be shared with
'.lie i i i U i v i J u a l  v i u i e s s  i n  tins a s w  S'-au u y l i  i £  X D  Z 2 G / 5 D  1 3 2  i s

adopted. If thi3 bill is not adopted, revenues would 
immediately be shared as indicated in year 5 of these tables. 
This sharp one year drop in revenues would seriously effect 
each city's ability to deliver services, and may negatively 
affect potential borough formation.

AKUTAN - 5355,000 in ?Y 37 
approximately 50% of Akutan's Budget

City Borough
Year 1 $320,400 (45%) S 35,500 (5%)
Year 2 234,300 (40%) 71,200 (10%)
Year 3 24S ,200 (25%) 106,300 (15%)
Year 4 213 ,500 (30%) 142,400 (20%)
Year = 173,000 (25%) 173,000 (25%)

COLO 3AV - ?7,n00 in ru 37
approxi mataiy 10% of Cold 3av ' s Budget

City Borouah
Year 1 ? 5,340 (45%) S 720 (5%)
Year 2 5,750 (40%) 1,440 (10%)
Year 3 5,040 (35%) 2,150 (15%)
Year 4 4,320 (30%) 2,330 (20%)
Year 5 3,600 (25%) 2,500 (25%)

KING COVE - $327,000 in PY 3 7
approximately 25% of Xing Cove's budget

City Borough
Year 1 $294,300 (45%) S 32,700 (5%)
Year 2 251,500 (40%) 55,400 (10%)
Year 3 223,900 (35%) 93,100 (15%)
Year 4 196,200 (30%) 130,300 (20%)
Year 5 153,500 (25%) 153,500 (25%)

SAND POINT - $114,000 in PY 3 7
approximately 10% of Sand Poi.nt's budget

f0* 4 *» • »V • Bcrcuch
Year i 3102,500 (45%) 3 11,400 (3%)
Year 4 91 ,200 (40%: 22,300 (10%)
Year 3 79,300 (25%) 34,200 (15%)
Year 4 52,400 (20%) 45,500 (20%)
Year 5 57,000 (25%) 37,000 (25%)

The ccmmur.icies of False Pass and Mel sen lageor., which ara
a . so the Aleuti ans East area, dc net presently receive
State ish Business Tax revenues because chav are
m i n e or pcraiad. The State only shares c.hese revenues wtth
m c o r po **3“3C CZ..1.Ws .
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n a te r than A0 days af- 
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Sec . 4 3 .7 5 .0 3 4 . T a x  c re d it  r e p o r t  (R e p e a le d  e f fe c t iv e  F e b ru ­
a r y  15. 19921. N o t la te r chan the Loth le g is la tiv e  day o f each re g u la r 
leg is la tiv e  session the D epa rtm en t o f R evenue , in con junction w ith 
the D epartm en t o f Com m erce and Econom ic Deve lopm en t, sha il ,-ub- 
nnt to the le g is la tu re  a rep o rt on the fishe ries business tax credit 
p rog ram  under AS 4 3 .7 5 .0 3 2 . The repo rt sh a il describe the expend i­
tu res fo r which a c red it was app roved d u rin g  the p rev ious tax y e a r 
and. i f  possib le, the increase in em p loym en t and processing capacity 
by the fishe ries  businesses fo r which the c red it was approved, is 2 ch 
79 SLA  1986 : r 5 8 ch 79 SLA  1986 '

Pos tp on ed  re p e a l, section 3, :h . 79, 
SLA 1986 repeais this section, etfeetive 
"eb ru a rv  15. 1992.

E ffe c tiv e  dates. — Section 3. ch. 79, 
SLA 19S6 makes th is section effective 
Ju iv  1. 1986.

E d it o r ’ s notes . — Section 6. :'n 79. 
SLA  1986 provides that the first tax credit 
report under this section is oue February 
2, 1987 and shall describe the expendi­
tures for which credit was aoproved aur- 
m e 1986 fo r the 1987 tax year.

A rt ic le  3 . G e n e ra l P ro v is io n s .
Section
130. Refund to local governments 
140. Definitions

Sec . 4 3 .7 5 .1 3 0 . R e fu n d  to  lo c a l g o v e rn m e n ts . <a / The com m is­
s ione r o f revenue sh a il pay

■ 1) to each un ified  m un ic ip a lity  and to each c ity located in the u n o r­
gan ized borough. 50  percent o f  the am oun t o f  tax revenue collected in 
the m un ic ip a lity  from  taxes lev ied by th is chap ter;

12 ) to each c ity located w ith in  a borough . 25  percent o f the am ount 
o f  tax revenue co llected in  the c ity  from  taxes lev ied by th is chap ter: 
and

i31 to each borough
I A ) 50  percent o f the am oun t o f  tax  revenue co llected in the a rea  o f 

the borough outside cities from  caxes lev ied  by th is chap ter: and
iB» 25  percent o f  the am oun t o f  tax  revenue collected in c ities lo ­

cated w ith in  the borough from  taxes lev ied by th is chap ter.
ib ) F o r purposes o f th is  section , tax  revenue collected under AS 

4 3 .7 5 .0 1 5  from  a person en tit led  to a c red it unde r AS 4 3 .7 5 .0 3 2  sh a ll 
he ca lcu la ted  as i f  the person ’s tax  had been collected w ithou t app ly ­
ing the credic.

'O  [R e p e a le d  e f fe c t iv e  J a n u a r y  1. 19921 W ith in  60  days a fte r a 
ired it is approved under AS 43 .75  032  fo r a cap ita l expend itu re  in ­
vo lv ing  a snore-based fishe ries business fa c ility  o r cooperative seafood 
in d u stria l p a rk  located o r  to be iocated :n  a m un ic ip a lity , the m un ic i­
p a lity  m ay adopt an o rd inance d irec ting  the depa rtm en t to reduce the 
m un ic ina iiiv 's  re fund unde r th is section ove r a ner.od o f not more
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O F F I C E  O F  T H E  C O M M I S S I O N E R

April 2, 1987 

POSITION PAPER

RE: HB 226 —  "An Act relating to fisheries business tax
refunds to local government; and providing for an effective 
d a t e ."

SPONSOR: Representative Herrmann By Request

Program Effects of Bill:

Section 1 of the bill amends existing language in AS
43.75 .130 (a) to provide for a new subsection (d) as well as
several minor "house cleaning" wording changes.

Section 2 of the bill amends AS 43 .75 . 130 by adding a new
subsection (d) which provides for a five-year phasing in of the
sharing of fish tax revenues between cities and boroughs in the 
instance of new borough formation.

Section 3 of the bill provides for an immediate effective date 
for the Act.

STEVE COWPER, G O VERNO R

□ P.O. BOX B
JUNEAU. ALASKA 99811-3100 
PHONE: (907) 465-4700

□ 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99508-4302 
PHONE: (907) 563-1073

C o m m e n t s :

The existing State Fisheries Business Tax law provides for a 
"refund" of this state tax to municipalities in whose 
jurisdiction the tax was collected. In the case of unified 
municipalities and cities in the unorganized borough, 50 
percent of the tax revenue collected within municipal 
boundaries is returned. However, cities located within a 
borough must in turn share 50 percent of their fish tax refund 
with the surrounding borough. In other words, such a city 
would receive only 25 percent of the fish tax collected within 
its jurisdiction; the other 25 percent would go to the borough.

21-P1LH
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The state fish tax provides a significant and relatively stable 
portion of total revenues for many cities presently located 
outside of organized boroughs. The formation of a borough 
which would include such cities would result in sudden and 
substantial revenue losses for these cities. Cities located 
within the new borough have no guarantee of receiving any of
this funding back from the borough. The prospect of such a
revenue shock represents a clear disincentive to borough 
formation. Providing for a phased transition into the sharing 
of fish tax revenues from cities to new boroughs would reduce 
the severity of the shock to city operations; consequently, 
reducing the disincentive to borough formation.

The establishment of strong, self-sufficient, local and 
regional government throughout Alaska is a longstanding goal of 
the Department of Community and Regional Affairs. The 
Department endorses practical measures which provide 
incentives, or reduce existing disincentives, with regard to 
borough formation. The measures provided for in this bill 
appear to be straightforward in effect and relatively simple in
their implementation. The Department therefore supports the
expeditious passage of this bill.

David/c. Horrman, coisirussioner
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F i s c a l  M o t e  A n a l y s i s  

H o u s e  B i l l  226 

P r e p a r e d  4 / 3 . 3 7

T h e  c o m m u n i t i e s  of S a n d  P o i n t ,  K i n s  C o v e ,  A k u t a n ,  F a l s e  P a s s  a n d  

M e i s o n  L a g o o n  w i l l  s o o n  b e  i n c o r p o r a t i n g  to f o r a  a n e w  b o r o u g h  w i t h i n  the 

s t a t e .  .AS <i2 . 75 .1 3 0 ( a )  c u r r e n t l y  p r o v i d e s  t h a t  to e 3 c h  u n i f i e d  

m u n i c i p a l i t y  a n d  to e a c h  c i t y  l o c a t e d  w i t h i n  an u n o r g a n i s e d  b o r o u g h ,  50 

oercer.t o f  t h e  a m o u n t  of f i s h e r i e s  b u s i n e s s  t a x  r e v e n u e  c o l l e c t e d  in t h e  

m u n i c i p a l i t y  w i l l  b e  r e f u n d e d  b y  t h e  C o m m i s s i o n e r  o f  P.evenue to t h e s e  

a g e n c i e s .  T h e  c i t i e s  n a m e d  a b o v e  h a v e  in p a s t  y e a r s  r e c e i v e d  t h i s  50 

p e r c e n t  s h a r e .  H o w e v e r ,  w h e n  a c i t y  l i e s  w i t h i n  a n  o r g a n i s e d  b o r o u g h ,  

t h e  c i t y  a n d  b o r o u g h  e a c h  r e c e i v e  a 25 o e r c e n t  s h a r e .  T h e r e f o r e ,  in 

o r d e r  to p h a s e  i n  a n  a n t i c i p a t e d  r e d u c t i o n  in s h a r e d  r e v e n u e s  to t h e s e  

a r e a s ,  H B  2 2 6  a m e n d s  A S  4 3 . 7 5 . 1 3 0  b y  a d d i n g  a n e w  s u b s e c t i o n  (d) to 

m i n i m i s e  t h e  r e v e n u e  i m p a c t  o n  t h e  i m p a c t e d  c i t i e s .

A S  4 2 . 7 5 . 1 3 0 ( d )  p r o v i d e s  t h a t  t h e  C o m m i s s i o n e r  of R e v e n u e  s h a l l  p a y  

to e a c h  c i t y  i n  a b o r o u g h  t h a t  is i n c o r p o r a t e d  a f t e r  t h e  e f f e c t i v e  d a t e  

of t h i s  A c t :  45 p e r c e n t  of t h e  t a x e s  c o l l e c t e d  d u r i n g  t h e  c a l e n d a r  y e a r

in 'which i n c o r p o r a t i o n  o c c u r s ;  40 p e r c e n t  of t h e  t a x e s  c o l l e c t e d  d u r i n g  

t h e  f i r s t  c a l e n d a r  y e a r  f o l l o w i n g  t h e  y e a r  o f  i n c o r p o r a t i o n ;  35 p e r c e n t  

of t h e  t a x e s  c o l l e c t e d  d u r i n g  t h e  s e c o n d  c a l e n d a r  y e a r ;  a n d  30 p e r c e n t  of 

t h e  t a x e s  c o l l e c t e d  d u r i n g  t h e  t h i r d  c a l e n d a r  y e a r .

S u b s e c t i o n  (d) a l s o  p r o v i d e s  t h a t  t h e  C o m m i s s i o n e r  s h a i l  p a y  to e a c h  

b o r o u g h  t h a t  is i n c o r p o r a t e d  a f t e r  t h e  e f f e c t i v e  d a t e  of t h i s  A c t ;  5 

p e r c e n t  o f  t h e  t a x e s  c o l l e c t e d  d u r i n g  t h e  c a l e n d a r  y e a r  in w h i c h  t h e  

b o r o u g h  is i n c o r p o r a t e d ;  10 p e r c e n t  d u r i n g  t h e  f i r s t  c a l e n d a r  y e a r  a f t e r  

i n c o r p o r a t i o n ;  15 p e r c e n t  d u r i n g  t h e  s e c o n d  c a l e n d a r  y e a r ;  a n d  20 p e r c e n t  

d u r i n g  t h e  t h i r d  c a l e n d a r  y e a r .

T h e  A c t  is to t a k e  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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Revision Date:______________________________

Title: An act relating to fisheries____

business tax refunds to local go v1?.

Sponsor: Herrmann__________

Requestor: Community & Regional Affairs

EXPENDITURES/REVENUES: (Thousands of Dollars)

Agency Affected: Revenue

BRU: Administrative Services

components:

OPERATING

1 FY 8 7 1 FY 8 8 1 FY 8 9 I FY 9 0 1 FY £1 1 FY 5 2
T 1 1 1 T

PERSONAL SERVICES 1 | 1 1 1 1I
TRAVEL 1 | 1 1 - i
CONTRACTUAL 1 | 1 1 1 1
SUPPLIES 1 - 1 1 1 1
EQUIPMENT 1 I 1 1 1 1
LANDS & STRUCTURES 1 I 1 1 1 1
GRANTS, CLAIMS 1 - 1 1 1 1
MISCELLANEOUS 1 - 1 1 1 1

TOTAL OPERATING 1 1 1 1 1 -

'CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

I GENER ,L FUND 

| FEDERAL FUNDS 

I OTHER 

I TOTAL

POSITIONS:

1 FULL-TIME 

I PART-TIME 

I TEMPORARY I

ANALYSIS: Attach a separate page if necessary

There is no measurable administrative impact on this division.

The accounting for shared taxes vrill be made slightly mere complex.

onesPrepared By: _________
Division: Administrative Services

Phone: 

Date:

4 6 5 - 2 2 1 2
-/ 2i d

Approved by Commissioner^ 
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Date: -A—  — ^  /
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Requestor

Office of Management ano Buocet 
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Senate Secretary
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b c  r  ough i w i l l  c au t u r  e  r  aw t i  i t  t  a * e s  r r  o n  o u t s i d e  
■r,.j.n i -  i  o a 1 i  t  i e s  . t h u s  e n l a r g i n g  t h e  p i e .

~ i s  o i  1 1  c o n v a n L g n t l v  p h a s e s  i n  i n c r e m e n t s  t o  o o r o u  
-p . tr i" ‘ i 0 o 3 5  O i ' C i n  1 Z a t  i u H f l  I i  O t  5 f  C D 1T1 *7 r  tr B o " 5  Q 3

T h e  b i l l  w i l l  f a v c a b l  / a f f e c t  o t n e r  c o a s t a l  a r e a s  c * 
S t a t e  w n i c h  may e v e n t u a l l y  c h o o s e  t o  o r g a n i s e  S P r i n c e  
'.■ J ill i s m  S o u n d ,  f o r  e x a m p l e * .

I c m m i t t e e  R e p o r t :
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l.XTRUDC'CTtOX
Ivvo vcars .mo the Aleutians Iiast CRSA .niiJ Rccional strat- 

hoard imitated j studv on  .'orminc a ra tion a l ao^erti­
nt a horniich fo r  the Mctititm*- Hast recmn Flic stud' 

completed this past March. anti the question • Is it a 
co..u  tlea to r the rem<in* communities it) o rcam /e as a 
hornuch uiivernment' ' n on  heinu discussed hv commu- 
nttv lea tiers th e  til. in reasons o ruani/annn o f a horottah 
is heme considered are

• The fa l l in c  p r ic e  o f  c ru d e  o i l tha t has cau sed  the 
sta te  to s u b s ta n t ia lly  re d u c e  b o th  its c ap ita l and  
o p e ra t i it i ’  h u d ae ts  and  thus its f in a n c ia l c o n t r i ­
b u t io n s  to c o ilin ’  m it ic s  fo r  e d u c a t io n , c ap ita l 
im p ro v em en ts  and  g e n e ra l y o v e rn m e n t o p e ra ­
t io n s .

• P ro p o s e d  chan tie s  in th e  state's s c h o o l fo u n d a ­
t io n  fu n d in u  fo rm u la  tha t w o u ld  p ro v id e  m o re  
m on e y  f o r  re t i io n a l s c h o o l d is t r ic ts , such  as lio r -  
o u e h s . ra th e r  than  the  s n ia lle r  s c h o o l d is t r ic ts  
su ch  as Sand  P o in t . K in c  C ove  and  the A leu tia n s  
RE.VV.

• I.e e is la t iv e  p ro p o s a ls  tha t c o u ld  re s u lt  in the

c o m b in a t io n  o f  the lu a lu s k a .  K in a  C ove  s ; l lu i 
P o in t . A le u tia n s  RF.AA. P r ib i lo t  REAA and  o th e r  
a re a  s c h o o l d is t r ic ts  in to  a s in a le  ic h o o l d is t r ic t .

• A ch an aed  em ph a s is  in  fe d e ra l s p en d in a  p a tte rn s  
w h ich  has re s u lte d  in  s u b s tan t ia l cu ts  in fe d e ra l 
a p p ro p r ia t io n s  l o r  c om m u n ity  w a te r , sew e r, a i r ­
p o r t .  h ia h w ay  and  o th e r  u ses .

In the lace hi these circumstances, the Meuuans Hast 'tra i- 
ea\ hoard and conir.iiinttt leaders ;rom  .vkutan 1 o id Hav 
fa lse  Pass K ina Cove \r !> on  la c . .011 and sand P unt -net 
in A nchonae on November Id Ivh fi to

• examine the important chances tha; are t.iknie place - o r 
heme proposed - and how tile ' w ill .trfect tile  Meuuans 
Hast tension:

• take a c loser lo o k  at tile : rO'pect • w an Aleutians fast 
Borouch to assist m overcom inc tile financial p rob lem s 
facmc tile rectoti. and

• see " h a t  le llow  residents from  tlie rctsion think shou ld 
|se done to overcom e these difficulties

Persons attendtni: the mcc-tinc included 

NAME CO M M UN ITY REPRESEN T IN G
Donald \  Me < .ilium Kinc Cove AH CRSA. KC Citv Council
Debra Dusiikin s.ind Point hv o f  sand Point (Tity C lerk
Man a 1 1 > Keefe '.m d Point AE CRSA si> Piann Com m
Paul R tiron lio id i sand Point sand P unt Citv Council
Ravmoild Koso Kmc t.ove Kmc Cove C.itv (.ounc il
Paul I- (iundersen Nelson l. jc o o n 1 onim  Rep Nl. t nrp
Dick lacobsen sand Point sand Point Ctt' Counctl.
W illiam  R Eubank ■■and Point t nmni Rep ilo a ril o f Hd
Wav nt- Marshall Ktn j: t ove ‘ ;tx ot Kuyc 1 ove Mcr
lames trouk l K inc l ove Com mum tv Rep
Dean tm u ld Km c < ove Kmc 1 ove Citv Council
Carol s jnu ie lson Kinc Cove «-ify o f Kmc t.ove. Dc-p C lerk
C im lu a  s.tmueisoii Kmc 1 ove ( It' ot K inc < ove. < it' 1 !erk
II 11 Cumhcfhdcc sand Point sand Pmni Citv 1 ouncil
Dave I Wetback sand Point s.md Point t it' t iuiiu.il
Per lonsson False Pass i.om m untt' Rep
Edwin llendixen Kmc Cove Kinc < ovc Citv 1 niiticil
Lamar 1 Coitc-ti s.tnd Point ( itv ot s.md Pottlt • Mcr
lack R Foster, sr sand Point t itv ot sand Point M.tvor
Martin (m ndersen sand Point sand Point Cm  Council
Jennie Robinson vkutan ».it' ot Akutan
Florence \nder>un \kutan vkutan
Frtk.l Trttreminel Akutan ( it' 01 Akutan - \ lc r
lacoh Mepetm \ktit.ui t it' ot Akutan Mavor
Anna Mctii.tsheti Akutan 1 :t' ot Vkutan Citv 1 lerk
ilenrv D la rscn  lr Kinc 1 ove Kmc 1 ove 1 at' *!. .tilicil
Edward t. Jackson Kmc 1 ovy Vleiitians Hast t !<s v
ilo rce  l.arsen False "ass Vleuli.tti' fast t RS.v
Ken lonnson 'and Point vleun.ms fast 1 itsv
U lan Nelson Nelson 1.ico.iti Vteuiiaiis li.tst 1 Rs v
Ilex s.tmuelsoti K m c t ove 1 itv ot Kmc 1 ■ Mm •
( lav ton ilro 'vu 1 o l' l ll,n <18 V ia'or Pres V il' i)
ItR ov  1 "veils Mlciior.ice 'upt Vlcuti.hl RI A.v
Marioric Doilavvav s.md Point P r.1cr.1m 1 . .oritm.itur v ie''ta ils

In su m m n rv . c o n fe re n c e  p a r t ic ip a n ts  a e n e ra llv  
a a re e d :

• th e re  a re  a n u m b e r ot s e r io u s  ii i ia n c i .i l. c ap ita l 
im p ro v em e n t , p o li t ic a l and  o t lu - r  p ro b lem s  lac- 
inn  th e  rc u io iu

• c o n fe re n c e  p a rt ic ip a n ts  s h o u ld  m ee t iviain i-ttrlv  
In I o s "  to m ake  a m o re  in to rm e d  d e c is io n  011 
h o ro u is li o rts a n i/a t io n :

a n d  e x am in ed  b e fo re  c om m u n ity  le a d e rs  m ake  .1 
t in a l d e c is io n  o n  i f  d ie  a re a  s h o u ld  in c o rp o ra te  
.01 U c u iia n s  fa s t  h o ro o c h :

• .111 V leu tian s fa s t  l l o r o i i i ’ h is p ro b a h lv  the  best 
w ay f o r  re s id e n ts  to  a d d re s s  in an v  o f  t i le  r e c io i i s  
p ro b lem s ; and

m o re  up -to -d a te  ii i ln r in u t i im  s h o u ld  be c a tlu -rc d
• the  in c o rp o r a t io n  o f  an M eu tian s fa s t  H o ro o c h  

• > o r  m ay  'n o n  lie  n ecess .trv .



TERMS VOL SE E D  TO  AW'OH'
This brochure makes repeated use ot several words o r 
phrases i .u m u n  to tne -ubicct 01 loca l government in 
vtu-ka These include

A reaw id e  P ow e rs : respoiisihilities and services ic a cd- 
ucation plannine. taxation etc 1 that a horniich provides 
ever'w here within the hornuch x boundaries . mcludinc 
tile area a tta in  the boundaries o f  cities
A ssem b ly : the lecislattve b od ' o! a borouch whose mem ­
bers arc elected to oli'tcc
B o ro u c h : a rectotu l local covernment and muntcipal c o r­
poration with lecislattve respoasihtlity and executive au­
th o r ::' ’ to earrv out required and desired powers v Ivor- 
ouch is a political subdivision ot the state
C ity : a com m unm  tint iia> fo rm a lly  incorporated as a 
first o r second class municipal:!' o r taken on home rule 
status under the laws o f  the state or viaska. A city is a 
politica l subdivision ot the state Akutan and ( o ld  llav are 
second class cities Kmc Cove and sand Point are tirst c ljss
shies

M an d a to rs  P ow e rs ; powers " in c h  m ust he exercised by 
a munieipahtv i e a borouuti o r  citv. as required In law
O rd in a n c e : a local law enacted In the borouch  jssem h lv 
o r ett' council
P e rs o n a l P r o p e r t y : p ropertv o ther titan real propertv . 
such as merchandise and -lock-in-trade. machtner' and 
equipment furniture and fixtures m otor vehicles, boats 
atid vessels and aircralt
R e a l P r o p e r t y :  land and improvements and all posses­
so r) r:chts and privtleces appurtenant to the propertv  and 
includes personal property  a iftxed to the land o r  im prove­
ments
S c h o o l B o a rd : the elected representative body ot a mu- 
mcipaht' u e  borouch o r cttyi which is responsible to r 
c.xercistnc certain educational powers dctmcd by la "
S ta re B o a rd  o f  E d u c a t io n : is the state body composed 
o f  em /en  members appointed In  the covernor. that :s re ­
sponsible to r overseetn.it the states educational pro.cram

A le u t ia n s  East C o a s ra l R e s o u r c e  S e rv ic e  A re a  
(C RSA I: :s the orcunizatinn established in lo s e  to prepare 
a coastal management procram  to r the Aleutians East Re­
gion The t Rs.\ is governed b> u loca llv  elected seven- 
member board l lie Aleutians East Regional strategy Board 
has worked as part ot the CRSA to do planninc fo r the 
regu in
Loca l B o u n d a ry  C om m is s io n : is the state hodv com ­
posed o f ctti/cil members appointed In the covettior. that 
consider petitions tor the incorporation o f  borough gov- 
ernmeiiis and decide it such requests -Mould be put to a 
vote o f the peop le in the area requestmc the tnrmtiunii o f  a 
borouch covernment

•. .sc v s.ta
rs r

P R O P O S E D  B O R O U G H  
B O U N D A R Y

S :S l. VMV



WHAT W O ULD  A B O R O U G H  D O ?
\n  organized borough must ■ In- -tate Ian c m . t i . i m -  at ica-t 
three arcawide responsibilities taxation planning and ed­
ucation These arc iiuud .ilo rv power- - it a borough

However "tie law pmviUcs [fiat a borough call delegate its 
planning .m il zoning responsibilities lu ck  to the cine- in 
the borough Also. there are wa-.' a borough van give a

great deal t- responsibilities lo r  edueatmn hack to the 
individual i-m in ium nc- w ithin it -to r example each vom - 
mnnitv decide' which teacher' shou ld he hired!

\ borough Mould also provide a much bigger resource 
ha-e trom  which to raise local revenues to provide hinds 
lo r  education -crvices and capual improvement proiects

WHY IS FORM1.SC. A S  ALEUTIASS FAST BOROUGH BFJ.SG DISCUSSED?

I! ' i  i i . revenues and spending were to remain at FY ' 'T Y  
s» leve l' there- w ou ld  he little  need to consider tornnng a 
horough However as descrihed below there are mum 
change' which are occurring o r  protected to occur which

w ill iicg.itnel-, affect 'tate and tederal 'pending and scrv- 
ice-' lo  the region \  horough mav he one wav to help 
address these revenue and and service reductions

H O W  HAS STATE A ID  TO C O M M U M TIES FOR GE.SF.RAL GOVERSMEST 
PURPOSES BEES AFFECTED?

'Lite revenue' and the state budget have heen on  the de ­
cline to r the past several vears because -it tailing crude o il 
prices For example, the FY si”  ilulv I - hine si).
I o s~ i state budget was r 2 (v b illion  File p roposed budget 
fo r next vear FY s s  vv.l! he about s i  S b illion  Thus , 
th e  budge t w i ll d e c lin e  h v  o v e r  -it)"., in  iust o n e  
vea r.

This re luction in o il revenues to the state as illustrated in 
the to ll wving grapii. is expected to eontinue Thus the 
'tate an-, local communities must decide how to deliver 
M-rvic.-s when there w less money available

This dr.i'iiv decline in 'ta le revenues means m aior reduc­
tions m state grants and 'iate spending in communities in 
tilt- Aleutians F.ast Region I samples o f  liiis decline in­

clude

• 't.'tc 'Chooi funding support has decreased hv about 
Tic i in the last two tears and additional cuts o f  Is  ’ • 
so • are proposed fo r  next tea r This means considera­
b ly  I c "  monies to operate all schoo ls in the region

• state Rev enue Sharing has decreased hv go m the last 
tw o tears and is expected to decrease an additional 
IS next tear. This reduction arfects all communities 
m the region

• Municipal Assistance has decreased hv 2 i r ,  in the last 
two te a r' and is proposed to he com p lctc lv elim inated 
next tea r This reduction m ostlv . atfects Akutan ('o ld  
liav King Cove and 'and  Point

G E N E R A L  F U N D  U N R E S T R IC T E D  R E VEN U ES



*

HOW  HAS CAPITAL IMPROVEMENT PROJECT FINANCING BEEN AFFECTED?

'tan- 'm illing lo r  capital improvements docks harbors 
roads t ic  i construction has likewise been Jr.isnc.illv cur- 
tailed For example, slate appropriations lo r  e.ipnal im ­
provement- Have fa llen rrom  a high 01 s I 2 b illion  in I'M - 
and i*i.si to nn lv  s i s o  m illion  tor the current ti-cal tea r 
In  s, o r t .  sta te  m on ie s  f o r  c ap ita l im p ro v em e n t p r o ­
je c ts  have d e c re a se d  PC".', in th re e  y e a rs .

h is impossible to calculate precisely what tin- means to

the Meuuans F.ast region since politics p lav- an important 
ro le  in : he legislatures decision making on capital im ­
provement allocations T h e re  can lie  n o  d o u b t , h o w ­
eve r. th a t th e  re g io n  faces a ra th e r  s ig n if ic a n t d ro p  
in  th e  a p p ro p r ia t io n  o f  sta te  fu n d s  f o r  c om m u n ity  
fa c i l i t ie s . Especially, when it i- remembered titat the six 
communities m the Aleutians East region • a lone received 
well over >2- m illion  lo r  capital improvements construc­
tion between 1 'is s and I 1),so

HOW  HAS C O M M UN ITY EDUCATIO N/FINANCING BEEN AFFECTED?

Tile problem s associated with the de live r' o f  education 
scrv ice- in tiic Aleutians Hast area are troub lesom e state 
funding fo r education is being stibstanliailv reduced be­
cause o | d ie tail in o il p rice- Thus loca l -c iioo l districts 
must conic up with m ore loca l money to cover these state 
reductions h im  to maintain educational services at past lev ­
els \nd it this i-n i h.id enough, the -tate is requiring local 
school districts to ntribtitc a greater p ropo rtion  o f  their 
education budget from  loca l sources

On another front mam pcon lc in the state believe mat the 
way the state distributes educational monies to city, b o r­
ough and REAA schooi districts is not equitable. Thev 
propose that regional borough school districts get a bigger 
slice o f the educational financial pie - at the expense o f 
smaller -chon l districts such as >and Point King (lo ve  and 
the Aleutians REAA Also a number ot state legislators 
have suggested that the state must consolidate school dis­
tricts because o f  administrative inefficiency

Most significantly, these prob lems affect the Uemiaiis East 
region as fo llow s

• state aid fo r education in sand Point has d ropped from  
j,S son  per student to 5 "  2 00  per student, and is ex ­
p e lled  to d rop  to ?<>. lo o  next vear

• sun - .ml to r education in King t ove ha- dropped from  
s') " n o  per student, to i "  Sot) per student, and is ex­
pected lo  d rop  to .'O.oiio next year.

• state aid fo r education in the Aleutian REAA has been 
reduced bv s iOO.OOil. and is expected to decrease an­
o ther ' l " s  ooo next year

• The Sand Point King (love . I'nalask.t. Aleutians REAA. 
P rih ilm  REAA anil o ther schoo l districts cou ld all be 
combined into a single school district

•  Last vear the state Hoard o f  Education proposed a new 
fo rm u la fo r the distribution <>f state education do llars 
This new torn iu la highly fav ors organized borough gov­
ernment 'Chool districts over citv and REAA schoo l dis­
tricts

• Finally, there is a lawsuit challenging the present fo r­
mula w inch w ou ld  result in less hinds to REA.Vs and 
small city schoo l districts,

In short, each ot the school districts in the region has and 
w ill continue to experience s ign  cam decreases in funds 
Form ation o f  a borough is one wav the region can take to 
lessen the net ctfcet o f  these funding decreases and avoid 
state e fforts  to force a consolidated school district

HOW HAVE FEDERAL FUNDS FOR LOCAL USE BEEN AFFECTED?

Over ;he past 'cvcr.il vear' the t-deral government has 
made substantial ii it -  m te d c ... 'sendlitires fo r com m u­
nity water sewer, a irport highw.iv and o ther capital facili­
ties construction protects Eltev have a l-o  made substantial 
cuts in HI A ticn c r j! \" is tan ee  Indian Health service, and 
m inster payment programs that aid individuals in the re­

gion And hav e made attempts to reduce or elim inate 
federal h ind ' r education associated w ith the amount o f 
federal land « tun the area Final!v the' nave completely 
elim inated m c r  lcder.il revenue sharing •• 'grain that 
brought *ver - .  'o n o o  m ..a-h to . i m r  - n the 
Meutiaiis 1 .ot fees at in lo s e



WHAT W OULD A S  A LFU T IA SS  / ..IS / ' BO R O U G H  G O V E R SM E ST  COST?
An updated :ui.iTici.il .u u l im s  lu r ,tn Aleutians I is! Bur 
m i1 ill.it exercises on lv  the mandatnrv taxation. ctliic.i-
Tliin. .Hid planning res pi msiliiliiii-s s lum s the lo llow  inti

All Figures m Thousands .it Im ll.irs i
I S sn I S 'HI I S "S

IIOK lIt 'ill I lists > M".N g s SS.I J S I Si) ■ i

vr.vri: 11 ni»  
f . i s i i s  r o
mmol (.it • i va« ii i djs H i ms iis -S  -o t O .H  + 5  A U 5 .k  *• S S I) . I

‘  Various '[.itc program funds tnd shared revenues Midi .is 
' lu re d  lisli u \  revenues, revenue sliarutj!. etc

I’ roiei led  borough ensls vvuuid tiidude d ie toll.iw  mg as- 
semhls travel and meetings inavor s.Uarv planum i: depa rt­
ment accounting stall'. legal expenses and education

NOTE th a t the  h o ro u g h  w o u ld  re c e iv e  m o re  in  s la te  
fu n d s  I l ia n  it c o s ts  to  o p e ra te  th e  b o ro u g h  g o v e rn -  
n ie n i . som e peop le have suggested these extra muds a> 
well as o ther local revenue-- cou ld  he used to make up the 
state reductions in lunds lo r  had li needed continuum  cap­
ital im provement'

II the borough is required to raise additional revenues a 
sales use lax • n o t p r o p e r t y  taxes - is the most cost et 
fective way to raise local revenues required to pai to r b o r­
ough . icT.itions It is estimated that a I horouuh s ties 
use tax w ou ld  generate approxim atelv i o j s  0 0 0  p e r 'e a r

UOW  WOULD ESTABLISH IS G  .1 BOROUGH AFFECT LOCAL CO.STROL IS  EDUCATIOX. 
PLASSISG . A S D  EXISTISG C IT Y  GOVERSMESTS?

Three ot the m ore important issues facing Aleutians liast 
resident' in Jecidinu w hether to seek horouuh incorpora­
tion w ill have to do with local con tro l over education, 
platinum and city government

E t l n c a t i n n

Fdticatinnal services in the Aleutians liast area are cu r­
rent!' p rovided hv the sand Point Citv schoo l District, the 
King Cove (.it ' School District, and the Aleutians RFAA 
i fo r «ehoo|s at Akutan Co ld  Bay. False Pas', and Nelson 
lagm n il. latch o f  these schoo l districts is governed hv its 
iiw n school hoard composed o f members m in i die respec­
tive communities o r  RFAA area I f  an Aleutians Fast Bur­
und i were iorm ed . a ll o f  these schools would become part 
o f  a 'm u le A leutian' F.a'i B u rund i School District This 
district would he uoverned In a sinule school hoard com ­
posed ot elected members from  the horouuh

W hile this larger school district itiax not he desired, it 
shou ld be remembered that it is like ly a h ill w ill he in tro ­
duced ill die state legislature to consolidate some o f the 
smaller schoo l districts around the -tate I f  th is  w e re  
d o n e , it is n o t u n lik e ly  tha t th e  Sand  P o in t . K in u  
C ove . A le u tia n  REAA . I'n a la s k a . P r i b i lo f  REAA and  
o t h e r  s c h o o l d is t r ic ts  c o u ld  he  c om b in ed  in to  o n e  
d is t r ic t . Certatnlv an Aleutians East Horouuh schoo l Dis­
trict w ou ld  he more acceptable to residents o f  the region.

It shou ld a l'o  he noted that it wou ld he possible fo r  the

horouuh schoo l district to give certain responsibilities to 
the inuies P o w e rs  such  as th e  l i i r i o u  and
f i r i n g  . . ic : e li - rs  and  p ro g ram  p la u n in u  c o u ld  be  
c o n t ra c te d  b ack  to  the  lo c a l s c h o o l b o a rd s .

P l a n n i n g

Another function o f  horouuh uovernment that many peo ­
ple feel shou ld he locallv con tro lled  is planning and land 
use regulation. F o r tu n a te ly , s ta te  law  a llo w s  a b o r ­
o u g h  to d e le g a te  p la n n in g  and  la n d  u se  re g u la t o ry  
p o w e rs  to  c it ie s . The fou r cities in the h o rtv g li cou ld , 
therc lo re  he delegated the responsibilities to au -'t. hear, 
decide and en force a ll plans, zoning ordinances, zoning 
matters subdivision matters, and codes adopted with-.n 
their boundaries

In  o t h e r  c om m u n it ie s  in th e  b o ro u g h , lo c a l a d v i­
s o r y  c om m itte e s  c o u ld  be  e s ta b lis h e d  to  g u id e  the  
h o ro u g h  in  p la n n in g  f o r  th o s e  a re a s .

City Gorenimunt
Four o f  the six communities in tile  Aleutians East region 
h" .  established citv governments .is a wav o i obtaining 
loca l con tro l Ii a borough is established, each ot the cities 
w ill continue to de live r the scrv ices they p re sc itlv  deliv er 
The -o le  exception is education services Thus the citv 
governments w ill remain much .is the' are tod.lv

HOW  WOULD  .1 BOROUGH AFFECT SATLVE l.ASDS/TAXATLOS?

Federal law provides di.it u n d e v e lo p e d  Native lands can- 
in ii lie taxed hv citv ■ t  horouuh governments until lo o  I o r 
until TO "M rs a lter the corporation  has received convey 
.nice trnni the federal government w h ic h ev e r c om es 
la te r  Furthermore. ;t ativ undeveloped N .iii'e lands are 
accepted into a leder.tl land hank the' too  . .iniiiit he 
taxed I"  anv local government

Remember i > a lso recomm ended that an '• '.itiatts Fast 
borough s h o u ld  n o t le v y  a n v  re a l o r  p e rx t. m l p r o p ­
e r t y  ta xes because it is not a com effective vv.v to .mv 
required loca l revenues Thus the prospects -o r 'ropertv  
taxation on  either private it Native co rpo ra te  i lands 
wou ld he small it a borough were irg.im /cd

HOW WOULD .1 HOROUGH ASSEMBLY BE COMPOSED?
\nv noroueii ruam /eii in the Aleutians I.m  ire.i would 
nave to-tteet !-:i t '  '-inreiiie ' .mrt s one-man ■ me vote
ieci'iott 'Ihts cou ld  t cm  that an Aleutians l ast ilorm igit • 1 o ld  Bav wou ld elect i representative
would h.ivi: . ~ persnii Asscnit'lv is toilovvs

• King i ive • w ou ld  elect 1 representatives and
• Nelson I agoon la h e  I1. ! "  and vkutan wou ld elect 1



W HERE WO I  'L l) THE HOROL'GH  SEAT HU LOCA TED?
M.tm peop le lu v e  questioned winch communitv would 
become the home 01 the new borough government 1 his 
decision is made hv the borough assemble hv passage o l .in 
ordinance In discussions to dale, n appears there i' a prct- 
erence to split the responsibilities o f the hornuith between 
the ilitlerent communities l h.it o  have the horouuh ad­

ministration located tn one communitv and the s c h o o l ad­
m inistration located in another communitv I bis is pernus 
s ih le  under the law and w ou ld  d iv ide the econom ic 
grow th associated with locating a borough in two eomttui- 
nities rather than nisi a stnule communitv

LOCAI./REG IO SAL PO LIT IC AL CLOl.'T  - MORE OH LESS?

It the Meuuans Fast region organized a borouuh uovern- 
uient the area wou ld no doubt luid itse lf with increased 
po l.n ca l c lout f i le  Anchorage area presently elects over 
halt ot the state senators and representatives, and the state 
must be reapportioned in mot) Thus Anchoraue and the 

railhelt area w ill like ly  increase their ho ld  on the legisla­

ture As th is  le g is la t iv e  b a la n c e  s h ift s  m o re  to A n ­
c h o ra u e . a re a s  su ch  as th e  A leu tia n s  l-ast can  e x p ec t 
to  g e t le ss  o u t o f  J u n e a u . The o rg a n iz a t io n  o f  an 
A le u tia n s  East I lo r o u u h  is o n e  w ay o f  t r v in u  to 
c o u n te ra c t such c ircum stan ce s .

HOW  1)0 WE 1 SCO RPO RATE /FORM) ,1 HOROCGH GOVERSMEST?

There are a number ot petition, hearing and notice p roce ­
dures that must he fo llow ed  before a borouuh cm  be in­
corporated hv loca l initiative. The more important consid­
erations are

• Fifteen percent o f  the number o f residents who voted In 
the last -late general e lection in the Aleutians l ast re­
gion must 'sen a petition requesting the 'tate Local 
Hound.!rv Comm ission to a llow  them to fo rm  a horough 
before the Commission w ill consider a llow ing residents 
to vote on  the question

• Public notices hearings on the question o f  horouuh in ­
corpora tion  would he held in the Aleutians Fast Hcgion 
be fo re  ihe c  mmissum would decide :! it is going to let

peop le m the region vote on  the question.

• II the Commission a llows residents to vote on the ques­
tion o f horouuh incorporation , a m ajority o f those vo t­
ing on  the question in the region must approve it o r the 
incorporation  fails

• I f  any one communitv vote against the incorporation 
o t the borough, but a minority o f  the total voters ap­
prove the question the incorporation  is approved and 
the communitv that voted against incorporation  is so li 
m the borough

Overa ll, the process o f incorporating a borough w ill prob-
ahlv take S to I I months

WHERE DO WE GO FROM HERE?

At the conclusion o f the Anchorage t (inference it was deter­
mined that

• more up-io d.iie information should he gathered ..ltd ex­
amined hen hv a tinal decision is made on whether the 
area should trv io incorporate an Vlcutians Fast Horough.

• eonteretice participants should meet again earlv in | 0 ,s_ 
icurrentlv scheduled fo r nnd-Fehruarvi to make a more 
ititormed decision on the mutter, and

• some otficials trom ‘ lie m • 'tale administration legisla­

ture. and the new ly tormed V'orthvvesl Arctic Horouuh 
should be invited to the meeting to 'hare their ideas and 
experience with the region

'Is dariorie Dunaway i> organizing a February meeting. I f  
v ou should desire more detailed m iormation about anv 'tib- 
|eet matter contained in this brochure, please contact her at.

A leu tian s East CHSA 
P.O. BO X  0 0
Sand Po in t . A laska OOhta 1 
P h on e  t 0 0 ” i ,CS' - 2 (0 ) 0

:w-;-(c|>iraiiun a Uiistrpun was uiumicil !w imui-trnin hie'tate i via-sa "Immnirnril tw --He I.Vparttncni r 
» nmmuiutv anii KesoiMl vines Municipal *tiu Kc-gintial v—staiui: t)io-.itii

t 1,1- 1111* -SlHlsll.stls MMSisct 'Sin- 1 "-" tssin-



FISH TAX REVENUE Reoresentative Her!"" 3

CITIES - under current law the state shares fish tax revenue 5 0 i / 501 with cities

BOROUGH15 - when a Soroug.n

is formed, cities are required to share half 

of their fish tax revenue with the new S o r c o "

First year of Incorporation: City retains 

45" and returns 53 to Borough

First calendar year of Borough: City

retains 401 and returns 10" to Borough

Second calendar year of Borough: City 

retains 35." and returns 15" to Borougn

Third Calendar year of Borougn: City

retains 30'< and returns 20' to 3orough

Fourth Calendar year of Borough: City 

r_;ains 25. and returns 25'.’

Because the cities are giving up a substantial portion of their fish tax revenue to the new 

Borough organization, HB 226 will help to ease the revenue loss by phasirg in revenue payments 

to the new organization.

This affects only revenues generated within the cities boundaries ana does not affect the portion 

of revenues generated in the new borough boundaries. Those additional revenues will be snared 

50" state / 502 Borough



5 -  •' ? 5 0 H

Original sponsor: Herrmann by request

~:i THE irOTJSE 3Y THE HE SOURCE 3 COMMITTEE

CS "OR HOUSE BILL HO. .225 (Resources)

Hi THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A  RILL

For an Act entitled: !,A n  A ct relating co fisheries business ten refunds to

local g o v e r n m e n t ; and providing for an effective 

■ te. "

BS IT EXACTED 3Y THE L E G I S L A T TIR.E OF THE STATE OF ALASKA:

* Section 1. AS 43.75.130(a) is amended to read:

(a) Except as provided in (d) of this section, the [THE] c o m m i s­

sioner of revenue shall pay

(1) to each unified municipality and co each city located 

in the unorganised borough, 50 percent of the amount of tax revenue 

collected in the m u n icipality from taxes Levi-d unde r [3Y] this chan­

ter;

(2) to each city located w i t h i n  a borough, 25 percent of 

the amount of tax revenue collected in the city from taxes Levied 

under [BY] this chapter; and

(3) to each borough

(A) 50 percent of the amount of tax revenue collected

in the area of the borouch o u t 3ide cities from taxes levied under 

[BY] this chapter; and

(2) 75 percent of the m o u n t  of tax revenue collected

in cities located w i t h i n  the borough from taxes levied under T3Y] 

this chapter.

■' Bee. 2. AS 43.75.130 is amended bv adding new subsections to read:

(d) notwithstanding the provisions of (a)(2) and (a)(3)(B) of 

this section, the commissioner shall pay

-1- CSHB 7:26 (Res)



(1) to each city that ic located 'in a borough incorporate d 

after the effective date of this Act the following percentages of the 

tax revenue collected in the city from taxes levied under this chap-

(A) 45 percent of the taxes collected during the

calendar year in which the borough is incorporated;

(3) 40 percent of the taxes collected during the first

calendar year after the calendar "-ear la w h i c h  “he borough is

incorp o r a t e d ;

(C) 35 percent of the taxes collected during the

second calendar ••ear after the calendar year in w hich the borough 

is incorporated; and

(D) 30 percent of the taxes collected curing the third

calendar year after the calendar year in w h i c h  the borough is

incorporated; and

(3) to each borough that is incorporated after the e f f e c­

tive date of this Act the following percentages of the tax revenue 

collected in the cities located w i t h i n  the b o r ough frcn tuxes levied 

under this chapter:

(A) 5 percent of the taxes collected during the c a l e n­

dar year in which the borough is incorporated;

(3) 10 percent cf the taxes collected during the first

calendar year after tns calendar year in which the borough is

incorporated;

(C) 15 percent sf the taxes collected during the

second calendar year after the calendar "ear in which the borough

is incorporated; and

(D) 20 percent of the taxes collected during the third

calendar year after the calendar year in which the borou gh is

r . S H B  126 (? ,h s ) - 2 -



incorporated.

(e) Notwithstanding the provisions of (d) of this section, 

city m a y  adopt an ordinance to transfer a portion of the funds re 

ceived u n d e r  (d)(1) of this section to the borough in w h i c h  the cit 

is located.

Sec. 3. This Act takes effect immediately under AS 01.10.370(c).

C S H B  2 2 6 ( R e s  1



CITY OF KING COVE
P .O . Box 37 . K ing C ove . A laska 9 9 6 1 2  • (9 0 7 ) 4 9 7 -2 3 4 0

' 337

Honorable Fred Iharoff 
Alaska State Senate 
Box V
Juneau, Alaska 99311

F e b r u a r y  23. 1 9 8 7

R E :  R e c u e s t  f o r  F i s h  T a x  L e g i s l a t i o n  to S u p p o r t  A l e u t i a n s

E a s t  B o r o u c h  I n c o r p o r a t i o n

Dear Senator Iharoff:

The Aleutians last region requests your support in submi ccir.q 
legislation to enable a phased transition of fish ousir.ess 
tax revenues between cities and a borough when an Aleutians

.anouage 
Af f airs

3 3 CO ov orEast 3crough is established. Enclosed 
prepared by the Department of Community and Regional 
that amends the existing statute to allow this phased 
transition. The region supports this language and recommends 
it be used in the legislation.

As
at

di
Th
Ki
of
He
— mi
it
Bo

we have di 
the Februa 

ansition of 
sincentives 
is transiti 
ng Cove and 
their oper 
believe th 

e cities to 
is the bes 

rough will

scussed, the regional representatives that met 
ry 3 meeting in Anchorage support the phased 
fish tax revenues to resolve one of the 
affecting transition to a borough government, 

on is of particular concern to the Cities of 
Akutan, which would lose a significant amount 

acing revenues from establishment of a borough, 
is legislation will present opportunities for 
gradually adjust to decreased revenues and tha; 

t way to ensure the r e g i o n’s residents that the 
comply with this phased transfer.

We will also explore opportunities for the Borough to address 
this phased transition of revenues in its incorporation 
petition to the Local Boundary Commission. However, we 
recommend legislation be introduced as the best way to 
guarantee that this transfer would occur for incorporation of 
the Aleutians East borouch and potential ocher b c r o u c h s .

We hope we can work together tc have this legislation 
submitted and adooted this legislature session.

Sincerely

Wavp'e Marshall 
City Mar.acer, Kina Cove .icminis tracer , oanu Feint
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O r iginal sponsor: H e r n n a n n  b y  request

11 IN THE H O U S E  B Y  T HE R ES OURCES C O M M I T T E E

2 ; CS F O R  H OU SE  B I L L  NO. 226 (Resources)

3! IN THE L E G I S L A T U R E  O F  T HE S T A TE  OF A L A S K A

4, F I F T E E N T H  L E G I S L A T U R E  - F I R S T  SESSI ON

5 |l A  BILLIII
For an A c t  entitled: "An A c t  r e l a t i n g  to f is heries business tax refun ds  too 1

7 local governmentj a nd p r o v i d i n g  for an e f f e c t i v e

8 date."

9 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF THE STATE O F  ALASKA:

10J * Sect io n 1. AS 43.75.130(a) is a m e n d e d  to read:

(a) Ex cept as p r o v i d e d  in (d) of this section, the [THE] c o m m i s­

sioner of r e v en ue  shall pay

(1) to ea ch  u n i f i e d  m u n i c i p a l i t y  and to eac h city located 

in the u n o r g a n i z e d  borough, 50 p e r c e n t  of the amount of tax r e v e nu e

15 c ol l e c t e d  in the m u n i c i p a l i t y  f r o m  taxes levied u n d e r  [BY] this c h a p­

ter;

(2) to each city located within, a borough, 25 percent of

the amou n t of t ax r e v e n u e  c o l l e c t e d  in the city f r o m  taxes levied

u nd er  [BY] this chapter; and

(•3) to ea ch  b o r o u g h

(A) 50 perc en t  of the amou nt  of tax reven ue  c o l l e ct ed

in the area of the b o r o u g h  outside cities f r o m  taxes levied u n d e r  

23!j [BY] this chapter; and

24' (B) 25 p e r c e n t  of the a mo un t of tax r e ve nu e c o l l e ct ed

25 | in cities located w i t h i n  the b o r o u g h  f r o m  taxes l evied u n d e r  [BY]

this chapter.

11

12

13

14

16 |

17 ij
11

18

19

20 

21

26

27 * Sec. 2. AS 43.75.130 is amended b y  a d d in g n e w  subsections to read:

28

2 9

(d) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  (a)(2) a n d  (a)(3)(B) o f  

this s e c t i o n ,  the c o m m i s s i o n e r  s h a l l  p a y

-1- C S H B  2 2 6 fResl _



(1) to each city that is loca te d in a b o r o u g h  i n c o r p o r a t e d  

after the ef fe ctive date of this Act the fo ll ow in g pe rc en t a g e s  of the 

tax r e v e n u e  co ll ec te d in the city from taxes levied u n d e r  this c h a p­

ter:

(A) 45 percent of the taxes co ll e ct ed  duri ng  the

cal en da r year in w h i c h  the b o r o u g h  is incorporated;

(B) 40 percent of the taxes c o l l e ct ed  duri ng  the first 

c a l e nd ar  ye ar  after the calendar year in w h i c h  the b o r o u g h  is 

incorporated;

(C) 35 percent of the taxes co ll ec t ed  during the

second c alendar year after the calendar yea r in w h i c h  the b o r o u g h

is incorporated; and

> (D) 30 percent of the taxes c ol le c t e d  d uring the third

1 c al en d a r  y a a r  after the calendar y e a r  in w h i c h  the b o r o u g h  is

incorporated; and

’ (2) to each b o r o u g h  that is in co r p o r a t e d  after the e f f e c­

tive date of this A c t  the following p e r c e n t a g e s  of the tax reven ue

co l le ct ed  in the cities located w i t h i n  the b o r o u g h  f r o m  taxes levied 

11 u nder this chapter:

J (A) 5 percent of the taxes c o l l e c t e d  during the calen-

-1: dar y e a r  in w h i c h  the borou gh  is incorporated;

(B) 10 percent of the taxes c ol le ct ed  during the first 

calendar y e a r  after the calendar y e ar  in w h i c h  the b o r o u g h  is 

incorporated;

(C) 15 percent of tht. taxes c ol le ct ed  duri ng  the

second calendar year after the calend, r year in w h i c h  the b o r o u g h

is incorporated; and

(D) 20 percent of the taxes c ol le ct ed  during the third 

calendar year after the calendar ye ar  in w h i c h  the b o r o u g h  is

C.SHB 2 2 6 (Res) -2-



incorporated.

(e) No tw it h s t a n d i n g  the p ro vi s i o n s  of (d) of this section, a 

city m a y  adopt an ordinance to transfer a p o r t i o n  of the funds r e­

ceived u n d e r  (d)(1) of this section to the b o r o u g h  in w h i c h  the city J 

is located.

Sec. 3. This A ct takes effect i m me di at el y  u n d e r  AS 01.10.070(c).

i
i
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