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ATTACHMENT ||

The tables below illustrate how revenues.would be shared with
Llic liiUlvl'Juol viuiea In Llje aaw auiuuuti ir no 220/5D 132 id

adopted. If this bill 1is net adopted, revenues would
immediately be shared as indicated in year 3 of these tables.
This sharp one year drop in revenues would seriously effect
each city"s ability to deliver services, and Mady negatively
effect potential borough formation.

AKUTAN - 3235,000 in FY 37
approximately 50% of Akuta.n"s Budget

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%)
coLo 3A'1 - 37,200 i ft" 37
approximateiy 10% of Cold Bay "s Budget
City Bcrouah
Year 1 3 5,340 (45%) 3 720 15% 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%)
KING COVE - 3327,000 in FY 37
approximately 33% of King Cove®"s budget
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 POINT - 3114,000 in ?Y 37
approximately 10% of Sand Point"s budget
City Bcrcuch
Year | 3102,500 (45%) 3 11,400 (5%)
Year £ 91,200 (40%, 22,300 (10%;
Year w 79,300 (35%) 34,200 (15%,
Year 4 53,400 (30%) 43,500 (20%)
Year B ,008 (25%) 57,000 (25%;

The c¢=* nur.ities of False Pass and Nelson lagoon, which are
also .. the Aleutians East area, do net oresencly receive
3rate ish Business Tax revenues because they ara
mines-pcratad. 7he State or.ly shares ccase revenues with
moor CO™™3“36 C---28S.
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CITY Or XING COYS

P.O. Box 37 . King Cova. Ala3ka 9S612 « (907) 497-2240

Aoril 7, 1987

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

The communities of the Aleutians East region, Akutan, Cold
Bay, False Pass, King Cove, Nelson lagoon and Sand Point, ask
for your support of SB 162/H3 225, an Act relating to
Fisheries Business Tax refunds. Cur region 1is presently
circulating the petition required to establish a borough
government, and we view passage of S3 152/HB 226 as critical
to formation of the new Aleutians Bast borough.

53 162/HB 225 will enable the phased transfer of fish tax
revenues between existing cities and newly established
boroughs, This transition would occur over a period of five
years and would allow the cities tc adjust existing service
delivery to the decrease, in the amount and percentage of fish
tax revenues they will receive.

Alaska Statutes stipulate that the State equally share its
fish tax revenues with cities in the unorganised borough for
fish delivered tc processors in city boundaries. However, if
a borough exists, the State retains its 50% 3hara, but the
cities (25%) and the borough (25%) equally share the ether
50%. Thus, under existing statutes, when the Aleutians Bast
Borough is established, the citias will lose one-half cf the
fish tax revenues they have traditionally received.

The amount of fish tax the cities receive varies each year,
but the loss of one-half of this tax would generally result

in a 15% - 20% decrease in Akutan®"s 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 with losses in State Revenue Sharing, Municipal
Assistance, Federal Revenue Sharing and other traditional
sources of city revenues, 1is difficult to adjust to in one
vaar. S3 13C/HS zzz would proviis a pr.aocs rive v;si
adjustment period "ey reducing the percentage cf city fish tax
revenues each year by 3% until the equal sharing of revenues
with the borough is obtained. Attachment 1 illustrates the
total amount of revenues to be shared between the borough sr.d
cities, and Attachment Il 1illustrates mis snaring of
revenues with each citv.



Also, this legislation will not negatively affect the newly
established borough®s ability tc meet service delivery
expenses. The borough, because cf its larger boundaries,
will be receiving fish tax revenues that the State has not
previously shared with cities. These revenues will be
collected from the area that was in the unorga zed borough.
SB 162/H3 226 structures fre phase in of revenues so that as
the borough undertakes delivering service which were
previously done by the Cities, 1its percentage cf revenues
will 1increase and the city share cf revenues will decrease.
In year five, the borough will receive its full share.
Attachment 1 identifies new revenues that will be available
to the Aleutians East Borough.

In addition, as 23 152/H3 225 addresses one cf the
disincentives that affects borough formation, 1its passage may

encourage cities in areas other than the Ale-uci-ans Eust to
consider eatafalishiri'j a borough. The Aleutians Zaal isyidii
is pursuing Borough formation because or decreases in Sta.:
and Federal expenditures, and the region"s desire to continue
good quality service delivery. Other ?raas may need to
pursue borough government for similar reasons.

V7ie ask for vcur support of S3 1S2/HB 225 to remove one of the
disincentives affecting borough organization, particularly

in the Aleutians Host 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 Stats revenues. In addition, it aces not require

Cn behalf of the Aleutians East ccmmuni-j.es.



ATTACHMENT 1

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) 1in the Aleutians East region was £805 ,06C. This
tax repr3sents 10%-50% of each of the citias general
operating revenues. Under existing statutes, 1if 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, 1illustrates 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 1
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 O 563,500 (35%) 241,500 (15%)
Year 4 432,000 (30%) 322,000 (20%)
Year 402,500 (25%) 402,500 (25%)

Starting in year 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 1in
new revenues that none of the existing cities receive. These
revenues, when combined with the borough®s share of fish tax

icvgiiuc”n iucnU irleU lu Tab 1e X, will ba alJauuabe ba mcc U

anticipated borough expenditures. The S1,200,000 mainly

LuuaialLa uf the Cullwwltt” idevsjjue auuilaa;

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

c S70C,000 1in sales/use tax revenues. The Borough plans
tc levy a 2% salas/use tax as its main method cf local
taxation.

s 5100,000 in Stats revenue sharing ana municipal
assistance monies and other shared revenues.
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ATTACHMENT 11

The tables belew illustrate how revenues.would be shared witi
LSt« itividivliJual ululca 1In Llje aew ut.uuul|] £ .10 zz0O/'ZzD 102 -a

adopted. IT this bill 1is not adopted, revenues would
immediately be shared as indicated m vyear 5 of these tabls
This sharp one year drop in revenues would seriously effec=
each city"s ability to deliver services, and may negatively
effect potential borough formation.

AKCGTAN - S355,000 in ?Y 37
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 - ?7,200 in TV 97
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%)
KING COVE - S327,000 in FY 37
approximately 35% cf 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
Vo3w 3102,500 §Jt§a)‘ 3 11,400 3%
Year 2 31,200 /1M 22,300 ti:v
Year 79,300 (35%; 34,200 (15%,
Year 4 é§”480 (30%) 45,500 (20%)
Year /30T (25%) 57,000 (25%;

The ccmmur.ities cf Faise Pass and Melsen Lagcc.n, which are
also 4= the Aleutians East area, do r.cc presently receive
State ish Business Tax rever.ues because they are
unincorpcrated. The 8cate cr.ly shares these revenues with
income rated cities.
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any of xjng covs
P.O. 3o0x 37 . King Cove. Alaska 38652 . 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|_ng Cove, Melscn lagocn and mmit =4 ‘s / @07
for your supporw Wi, SB 152/HB 2C0, an Act rala-

Fisheries Business Tax refunds. Cur region is presently
circulating the pe ifion requirad to establish a borough
covernmer.t, and we view passage Of SB 152/HB 225 as cri-l-al
to formation of th0 new Aleutians Sast borough «

53 152/HB 225 wi 11 enable the ?hased transfer S
revenues between existing cities and newly as ) .
boroughs. This transition would occur over a 04llCC OF TrIvVe
years and would allow the cities to adjust e,

delivery to the decrease in the amount end pe

tax revenues they will receive.

Alaska Statutes stipulate that the State equally snare its
fish tax revenues with cities in the ".organised borough for
fish delivered tc processors 1in city boundaries, However, if
a borough exists, the State retains its 50% share, buit 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 1lose one-half cf the
fish tax revenues they have traditionally received.

The amount of fish tax the cities receive varies each ye"",
but the 1loss of one-half of this tax would generally result
in a 15% - 20% decrease 1in 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 with losses in State Revenue Sharing, Municipal
Assistance, Federal Revenue Sharing and other traditional
sources of city revenues, 1is difficult tc adjust to in one
vojr. S3 131/MS 320 would provide eieiee e pr.eeed five

adjustment period ov reducing the percentage of city fish tax
revenues each year by 5s until tr.e equal sharing of revenues
with the borough is obtained. Attachment | illustrates the
total amount of revenues to be shared between the borough ar.d
titles, and Attachment Il 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 1in 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, 1it3 percentage of revenues
will 1increase and the city share of revenues will decrease.
In year five, the borough will receive its full share.
Attachment 1 identifies new revenues that will be available
to the Aleutians East Borough.

In addition, as S3 152/H3 226 addresses one cf the
disincentives that affects borough, formation, 1its passage may

encourage cities in areas other than the Aleutians Ea-st ro
consider iaCchiiching a borough. The AlcuU-auo lasL 1isyiu/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.

Vie 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.

» t AN

Sincerely

Wayne/Martha 11 I”mar® J . Cottar.
City Manager f1IZy Administrator
City of King Cove Cipy of Sand Point

Cr. behalf of the Aleutians East communities.



ATTACHMENT 1

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,0CC. 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 1, below, 1illustrates 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 (&%)
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 will 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
ji.vcitucs iU culL iricu I'n ts I1c |1, n il 1l Lie alcuuais Lo irecl,

antjciEated borough expenditures. The 31,200,000 mainly
wuiialslts uf Llic Culluwlj;» ;evsiiue suuiueai

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

o 3700,000 1in sales/use tax revenues. The Borough
to levy a 2% salas/use tax as its main method of local
taxation.

m 3100,000 in Sistc revenue :hsnno end municipal
assistance monies and other shared revenues.
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ATTACHMENT T

The tables belew illustrate how revenues.would be shared with
“lie 11iUiviJual viuiess 1in tins asw S"-auuyli if£f XD Z2G/5D 132 is

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 (&%)
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
approximataiy 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 37
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 37
approximately 10% of Sand Poi.nt"s budget
. V‘””’ Bcrcuch
Year ! 3102,500 (45%) 3 11,400 (3%)
vear 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 Aleutians East area, dc net presently receive
State ish Business Tax revenues because chav are
mine orpcraiad. The State only shares chese revenues wtth

mcor po*3“3C CZ..1.Ws.
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> 43,75.034 Revenue and Taxation 43.75.130

Sec. 43.75.034. Tax credit report (Repealed effective Febru-
ary 15. 19921. Not later chan the Loth legislative day of each regular
legislative session the Department of Revenue, in conjunction with
the Department of Commerce and Economic Development, shail -ub-
nnt to the legislature a report on the fisheries business tax credit
program under AS 43.75.032. The report shail describe the expendi-
tures for which a credit was approved during the previous tax year
and. if possible, the increase in employment and processing capacitK
by the fisheries businesses for which the credit was approved, is 2 ¢
79 SLA 1986: r 58 ch 79 SLA 1986’

Postgoned repeal, section 3, :h. 79, Editor's notes. — Section 6. 'n 79.
SLA 1386 repeais this section, etfeetive ~ SLA 1986 provides that the first tax credit
"ebruarv 15. 1992, _ report under this section is oue February

Effective dates. — Section 3. ch. 79, 2, 1987 and shall describe the expendi-
SLA 1956 makes this section effective tures for which credit was aoproved aur-
Juiv 1. 1986. me 1986 for the 1987 tax year.

Article 3. General Provisions.

Section
130. Refund, to local governments
140. Definitions

Sec. 43.75.130. Refund to local governments. <a/ The commis-
sioner of revenue shail pay

W) to each unified municipality and to each city located in the unor-
ganized borouPh. 50 percent of the amount of tax revenue collected in
the municipality from taxes levied by this chapter;

12) to each city located within a borough. 25 percent of the amount
of(tjax revenue collected in the city from taxes levied by this chapter:
an

131 to each borough

IA) 50 percent of the amount of tax revenue collected in the area of
the norough outside cities from caxes levied by this chapter: and

iB» 25 Eercent of the amount of tax revenue collected in cities lo-
cated within the borough from taxes levied by this chapter.

ib) For Furposes of this section, tax revenue collected under AS
43.75.015 from a person entitled to a credit under AS 43.75.032 shall
he calculated as if the person’s tax had been collected without apply-
ing the credic.

'0 [Repealed effective January 1 19921 Within 60 days after a
iredit is approved under AS 43.75 032 for a capital expenditure in-
volving a snore-hased fisheries business facility or cooperative seafood
industrial park located or to be iocated :n a municipality, the munici-
pality may adopt an ordinance directing the department to reduce the
municinaliiv's refund under this section over a ner.od of not more

261
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April 2, 1987

POSITION PAPER

RE: HB 226 - "An Act relating to fisheries business tax
refunds to local government; and providing for an effective
date."

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 Tfive-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.

Comments:

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



HB 226
April 2, 1987
Page Two

The state fish tax provides a significant and relatively stable
portion of total vrevenues for many cities presently located

outside of organized boroughs. The formation of a borough
which would 1include such cities would result 1in 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 1is 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 1in effect andrelatively simple in
their implementation. The Departmenttherefore supports the

expeditious passage of this bill.

David/c. Horrman, coisirussioner



STATE OF ALASKA 1957 LEGISLATIVE SESSION

FISCAL NOTE

Bill Version: HB 226
REQUEST: _ Publish Date

Revision Date: , Agency Affected -Community S Regional A ffairs
Tide: "An ACT. TIsheries business fax BRU: )

refunds etc"
Sponsor:  Keo. Herrmann Components :
Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 37 FY 38 FY 39 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANDi STRUCTURES

GRANTS, CLAIMS

MISCELLANEQUS 1

TOTAL OPERATING -0- -0- -0- -0- | -0- [ -0-
CAPITAL

REVENUE

FUNDINC: (Thousands of Dollars)

GENERAL FUND -0- -0 - -0- -0- -0- -0-
FEDERAL FUNDS

aniER

IYTTAL.

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Preparedby:Cy jh in ¢ Phone
Division © wmuniSisalP.ecioral Assistance Date: -m

Approved by Commissioner: Qate.  *[]ly71

Agency: Community £ Regional Affairs

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agencyiies) P35e --ee-mm- of
Senate Secretary




Fiscal Mote Analysis
House Bill 226
Prepared 4/3.37

The communities of Sand Point, Kins Cove, Akutan, False Pass and
Meison Lagoon will soon be incorporating to fora a new borough within the
state. AS <12 .75 .130(a) currently provides that to e3ch unified
municipality and to each city located within an unorganised borough, 50
oercer.t of the amount of fisheries business tax revenue collected 1in the
municipality will be refunded by the Commissioner of P.evenue to these

agencies. The cities named above have 1iIn past years received this 50
percent share. However, when a city lies within an organised borough,
the city and borough each receive a 25 oercent share. Therefore, in

order to phase in an anticipated reduction 1in shared revenues to these
areas, HB 226 amends AS 43.75.130 by adding a new subsection (d) to
minimise the revenue impact on the impacted cities.

AS 42.75.130(d) provides that the Commissioner of Revenue shall pay
to each city in a borough that is 1incorporated after the effective date
of this Act: 45 percent of the taxes collected during the calendar year
in "which incorporation occurs; 40 percent of the taxes collected during
the first calendar year following the year of incorporation; 35 percent
of the taxes collected during the second calendar year; and 30 percent of
the taxes collected during the third calendar year.

Subsection (d) also provides that the Commissioner shail pay to each
borough that 1is 1incorporated after the effective date of this Act; 5
percent of the taxes collected during the calendar year in which the
borough 1is 1incorporated; 10 percent during the first calendar year after
incorporation; 15 percent during the second calendar year; and 20 percent
during the third calendar year.

The Act 1is to take effect immediately under AS 01.10.070(c).
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BILL WCRt -hHC

Bill *: HB 226

Lite Sch.ed.: HCRA Committee? Wednesday L.pril 8, 1987

Title: "An Act relating to fisheries business ta.". refunds
to local government"

Soonsc [ s: P=u . Herrmann and Sen. ZTharoff 1Sp 1he'

Info Attached: Cop/ of Sill

c=itior. gapel :r*jii .e tm uo mgnlt. [@*
AIUiCTs i x ve *5

Fi 510 Metoxf

Letter to Senate Later arn Comme>ce f-om 3
Aleutians East cities

Aleutians East borcugn brochure - Aleutians Ea=!
Coastai Resource ja” ica r -eq

Sponsor’s Briefing? Intent/purpose:
To lemove a cieinc&rtila tc Dorough teririction.

Effect of Sill:

3=c. | — lechnicai Changes
Hakes 5 minor technical language changes in
existing statute.

Sec. E — Ta- Apportio.nment

provides for a phased—in reappcrttonme =t ‘om
€unicipal raw 7isL to” receipts in newly ftermed
oc-roughs (not retroactive) . Current 1/« State law
provides that cities in the unorganised borough
receive a 50*. share of raw fish ta- receipts
collected within their boundaries. Upon
incorporation, extant law provides that the locs’
50v1 share of raw fish tax receipts be divided
equallv between a municipality and the bo'Ough.
each receiving a E5%» share.

This bill phases m this reapportionment over a
five year period. Tr.e borough, would recieve less
than it s eventual entitlement uu"irj th.ose eari.
.aare when it will rscie.e orga“*siZa.io*al g*ant
monies from the State.

YEAR BOROUGH CIT

1. 5V A5

E. 107 -0

3. 15V. 35

e\ 3c

Fiscal Impact:



Proponents:
Arapc ‘errs jf hne —leutiars tisSa o.rajCr plan
Pep. Herr 7i-arn.

Opponents:
<5 scoBlr n

tr

Analysis of Bill’'s effect. . b/ staff;
The Pill was introduced particularly to remo/e dismcent
to borough formation in the Aleutians East Area. °"ooor;
of the legislation hold that ".n;; eaitit:ea /nil if"
tr ough o<¢ganioatior> tnat a"eafX>.ir fa*es aval lab .e
bcroughi will cauture law tiit ta*es rron outside
mr.jni-ioatities. thus enlarging the pie.

~is o0i 11 convanlLgntlv phases in increments to ooroug

p.tri"io o 35 Oi'Cin1Zat iuHfl | iots5 fCDE «rtr B 0"s

The bill will favcabl / affect otner coastal areas
State wnich may eventually choose to organise SPrince

‘‘mJill ism Sound, for example*.

Icmmittee Report:



AN ALEUTIANS EAST BOROUGH—
WHY IS IT BEING CONSIDERED?

JANUARY, 1987



|XTRUDC'CTtOX

Ivo vcars .mo the Aleutians liast CRSA .niiJ Recional strat-
hoard imjtated j studv on .'orminc arational ao”erti-
nt ahorniich forthe Mctititm*- Hast recmn_ Flic stud"
completed this past March. anti the question « Is it a
c0..u tlea tor the rem<in* communities it) orcam/e as a
hornuch uiivernment’ ' non heinu discussed hv commu-
nttv leatiers the til. in reasons oruani/annn of a horottah
is heme considered are

* The fallinc price of crude oil that has caused the
state to substantially reduce both its capital and
operatiiti' hudaets and thus its financial contri-
butions to coilin’ mitics for education, capital
improvements and general yovernment opera-
tions.

combination of the lualuska. Kina Cove s;llui
Point. Aleutians RF.AA. Pribilot REAA and other
area school districts into a sinale ichool district.

« Achanaed emphasis in federal spendina patterns
which has resulted in substantial cuts in federal
apprognanons lor community water, sewer, air-
port. hiahway and other uses.

In the lace hi these circumstances, the Meuuans Hast 'trai-
ea\ hoard and conir.iiinttt leaders ;rom .vkutan Loid Hav
false Pass Kina Cove \r!>on lac..011 and sand P unt -net
in Anchonae on November Id Ivhfi to

+ examine the important chances tha; are t.iknie place - or

o heme proposed - and how tile' will .trfect tile Meuuans
* Proposed chanties in the state's schoo| founda- Hast tension:
tion fundinu formula that would provide more
money for retiional school districts, such as lior-
ouehs. rather than the snialler school districts
séchVhVas Sand Point. Kinc Cove and the Aleutians

+ take a closer look at tile : rO'pect sw an Aleutians fast
Borouch to assist m overcominc tile financial problems
facme tile rectoti. and

+ see "hat lellow residents from tlie rctsion think should

* leeislative proposals that could result in the |se done to overcome these difficulties

Persons attendtni; the mcc-tinc included

NAME COMMUNITY REPRESENTING
Donald \ Me <.ilium Kinc Cove AH CRSA. KC Citv Council
Debra Dusiikin s.ind Point hv of sand Paint (Tity Clerk
Mana 1 1>Keefe "md Point AE CRSA s> Piann Comm
Paul R tironlioidi sand Point sand P unt Citv Council
Ravmoild Koso Kmc t.ove Kmg Cove Citv (.ouncil
Paul |- (iundersen Nelson l.jcoon tonim Rep NI tnrp
Dick lacobsen sand Point sand Point Ctt' Counctl.
William R Eubank w1 Point tnmni Rep iloaril of Hd
Wav nt- Marshall Ktnj: t ove ‘i ot Kuyc Love Mer
lames troukl Kinc | ove Commumtv Rep )
Dean tmuld Kmc <ove Kmc Love Citv Council

Carol sjnuielson Kinc Cove «ify of Kmc t.ove. De-p Clerk

Cimlua s.tmueisoii Kmc Love (It ot Kinc <ove. <it' 1lerk
[l L Cumhcfhdece sand Point sand Pmni Citv Louncil
Dave | Wethack sand Point s.md Point tit" t iuiiu.il
Per lonsson False Pass Lommuntt' 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 itv ot sand Point M.tvor
Martin &mn_dersen sand Point sand Point Cm Council
Jennie Robinson vkutan »it" ot Akutan

Florence \nder>un \kutan vkutan

Frtk | Trttreminel Akutan { it' 01 Akutan - \lcr

lacoh Mepetm \ktit.ui it' ot Akutan Mavor
Anna Mctii.tsheti Akutan 1:t" ot Vkutan Citv 1 lerk
ilenrv D larscn Ir Kinc 1ove Kmc love lat" *. tilicil
Edward t. Jackson Kmc 1 ovy Vleiitians Hast t I<sv

ilorce larsen False "ass Vleuli.tti' fast t RS.v

Ken lonnson ‘and Point . vleun.ms fast 1 itsv

Ulan Nelson Nelson Lico.iti Viteuiialis fitst 1 Rsv

llex s.tmuelsoti Kmct ove Litv ot Kmc 1mm Mm

lav ton ilro'vu Lol ll,n <18 Via'or Pres Vil'i)

tRov 1"veils Mlciior.ice 'upt  Vicutihl RIAv ~
Marioric Doilavvav s.md Point Pr.acr.am L. .oritm.itur vie"tails

In summnrv. conference participants aenerallv

aareed: _ _

and examined before community leaders make 1
tinal decision on if die area should incorporate

« there are a number ot serious iiiianci.il. capital
01 Ucuiians fast horooch:

improvement, political and otlu-r problems lac-
inn the rcuioiu ] o
¢« 11 Vleutians fast lloroiii'h is probahly the best

way for residents to address inanv of tile recioiis

« conference participants should meet iviain i-ttrlv
los" problems; and

In Tos" to make a more intormed decision 0l
horouisli ortsani/ation: _ _ _
+ the incorporation of an Meutians fast Horooch

more up-to-date iiilnrinutiim should be catlu-rcd *>0r may 'non lie necess.trv.



TERMS VOL SEED TO AW'OH'

This brochure makes repeated use ot several words or
phrases i.umun to tne -ubicct o1 local government in
viu-ka These include

Areawide Powers: respoiisihilities and services ic a cd-
ucation plannine. taxation etc Lthat a horniich provides
ever'where within the hornuch x boundaries . mcludinc
ile area attain the boundaries of cities

Assem bI)(: the lecislattve bod" o! a borouch whose mem-
bers arc elected to oli'tcc

Borouch: arectotul local covernment and muntcipal cor-
?oratmn with lecislattve _resdpoasmtllty and executive au-
hor::" to earrv out required and desired powers v Ivor-
ouch is a political subdivision ot the state

City: a communm tint jig> formally incorporated as a

first or second class municipal:!" or taken on home rule

status under the laws of the state or viaska, A city is a

political subdivision ot the state Akutan and ( old_llav are

gﬁceosnd class cities Kmc Cove and sand Point are tirst cljss
[

Aleutians East Coasral Resource Service Area
(CRSAL: :s the orcunizatinn established in lose to prepare
a coastal management procram tor the Aleutians East Re-
gion The t Rs.\ is governed b> u locallv elected seven-
member board |lie Aleutians East Regional strategy Board
has worked as part ot the CRSA to do planninc for the
reguin

Local Boundary Commission: is the state hodv com-
posed of ctti/cil members appointed In the covettior. that
consider petitions tor the incorporation of borough gov-
ernmeiiis and decide it such requests -Mould be put to a
vote of the peaple in the area requestmc the tnrmtiunii of a
horouch covernment

ISr

Mandators Powers; powers "inch must he exercised by
amunieipahtv ie aborouuti or citv. as required In law

Ordinance: alocal law enacted In the borouch jssemhlv
or ett" council

Personal Property: propertv other titan real propertv,
such as merchandise and -lock-in-trade. machtner’ and
equipment furniture and fixtures motor vehicles, boats
atid vessels and aircralt

Real Property: land and improvements and all posses-
sor) r:chts and privtleces appurtenant to the propertv and
inc utdes personal property aiftxed to the land or improve-
ments

School Board: the elected representative body ot a mu-
mcipaht' ue borouch or cttyi which is responsible tor
c.xercistne certain educational powers dctmed by 2"

Stare Board of Education: is the state body composed
of em/en members appointed In the covernor. that s re-
sponsible tor overseetn.it the states educational pro.cram

PROPOSED BOROUGH
BOUNDARY

S :SL VMY



WHAT WOULD A BOROUGH DO?

\n organized horough must win- -tate lan  cm ti.im - at ica-t
three arcawide responsibilities taxation. planning and ed-
ucation These arc iiuud.ilorv power- -it a borough

However "tie law pmviUcs [fiat a borough call delegate its
?Iannmg mil zonm% responsibilities luck to the cine- in
he borough Also. there are wa-.' a borough van give a

great deal  t- responsibilities lor edueatmn hack to the
individual i-miniumnc- within it -tor example each vom-
mnnitv decide’ which teacher' should he hired!

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

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

I1"i ii. revenues and spend_mF were to remain at FY " 'TY
s» level' there- would he little

horough However as descrihed below there are mum
change' which are occurring or protected to occur which

e need to consider tornnng a

will 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

HOW HAS STATEAID TO COMMUMTIES FOR GE.SF.RAL GOVERSMEST

PURPOSES BEES AFFECTED?

‘Lite revenue' and the state budget have heen on the de-
cline tor the past several vears bécause -it tailing crude oil
prices For example, the FY o ilulv_| - hine si).
los~i state budget was r2 {vbllllon File proposed budget
for next vear FY ss  wl! he about si S billion Thus,
the budget will decline hv over -it)", in iust one
vear,

This re luction in oil revenues to the state as illustrated in
the toll 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 'tale revenues means maior reduc-
tions m state grants and 'iate spending in communities in
tilt- Aleutians "Fast Region |samples of liiis decline in-

clude

* 't'tc 'Chooi funding support has decreased hv about
Tic i in the last two tears and additional cuts of 15"
s0 + are proposed for next tear This means considera-
bly Ic" monies to operate all schools in the region

state Revenue Sharing has decreased hv go  m the last
two tears and is expected to decrease an additional
IS next tear. This reduction arfects all communities
m the region

* Municipal Assistance has decreased hv 2ir, in the last
two tear' and is proposed to he complctclv eliminated
next tear This reduction mostlv.atfects Akutan (‘old
liav King Cove and ‘and Point

GENERAL FUND UNRESTRICTED REVENUES



HOW HAS CAPITAL IMPROVEMENT PROJECT FINANCING BEEN AFFECTED?

‘tan- 'milling lor capital improvements docks harbors
roads tic iconstruction has likewise been Jrisnc.illv cur-

tailed For example, slate appropriations lor e.ipnal im-

provement- Have fallen rrom ahigh 0 s1 2 billion'in I'M-
and i*i.si to nnlv siso million tor the current ti-cal tear

In's, ort. state monies for capital improvement pro-

jects have decreased PC"', in three years.
h is impossible to calculate precisely what tin- means to

the Meuuans Fast region since politics plav- an important
role in :he legislatures decision making on capital im-
provement allocations There can lie no doubt, how-
ever. that the region faces a rather significant drop
in the appropriation of state funds for community
facilities. Especially, when it i- remembered titat the six
communities m the Aleutians East region +alone received
well over >2- million lor capital improvements construc-
tion between 1'iss and 1,50

HOW HAS COMMUNITY EDUCATION/FINANCING BEEN AFFECTED?

Tile problems associated with the deliver' of education
scrv ice- in tiic Aleutians Hast area are troublesome state
funding for education is being_ stibstanliailv_reduced be-
cause 0| die tail in oil price- Thus local -ciiool districts
must conic up with more local money to cover these state
reductions nim to maintain educational services at past lev-
els \nd it this i-n i h.id enough, the -tate is requmn? local
school districts to  ntribtitc a greater proportion of their
education budget from local sources

On another front mam pconlc in the state believe mat the

way the state distributes educational monies to city, bor-

ough and REAA schooi districts is not equitable. Thev
propose that regional borough school districts get a bigger
slice of the educational financial pie - at the exPense of
smaller -chonl districts such as >and Point King (love and
the Aleutians REAA Also a number ot state” legislators
have suggested that the state must consolidate school dis-
tricts because of administrative inefficiency

Most significantly, these problems affect the Uemiaiis East
region &s follows

+ state aid for education in sand Point has dropped from
j,S son per student to 5" 200 per student, and is ex-
pelled to drop to %.lo0 next vear

sun- .ml tor education in King t ove ha- dropped from
§')"no per student, to_ i" Sof) per student, and is ex-
pected lo drop to .'0.oiio next year.

state aid for education in the Aleutian REAA has heen
reduced bv $i00.00il. and is expected to decrease an-
other *I"s 000 next year

The Sand Point King ﬂove. I'nalask.t. Aleutians REAA.
Prihilm REAA anil other school districts could all he
combined into a single school district

Last vear the state Hoard of Education proposed a new
formula for the distribution <f state education dollars
This new torniula highly favors organized borough gov-
?r_n{nent ‘Chool districts over citv and REAA school dis-
ricts

« Finally, there is a lawsuit _challen%i_ng the present for-
mula ‘winch would result in less hinds to REA.Vs and
small city school districts,

In_short, each ot the school districts in the region has and
will continue to experience sign cam decreases in funds
Formation of a horough is one wav the region can take to
lessen the net ctfcet of these funding decreases and avoid
state efforts to force a consolidated School district

HOW HAVE FEDERAL FUNDS FOR LOCAL USE BEEN AFFECTED?

Over ;he past ‘cver.il vear' the t-deral government has
made substantial iiit- m tedc... ‘sendlitires for commu-
nity water sewer, airport h|?hw.|v and other capital facili-
ties construction protects Eltev have al-o made substantial
cuts in HIA ticnerj! \"istanee Indian Health service, and
minster payment programs that aid individuals in the re-

Pwn And have made attempts to reduce or eliminate
ederal hind" 1 education associated with the amount of
federal land « tun the area Finallv the' nave completely
eliminated mcr lcder.il revenue sharing e 'grain that
brou?_ht_ *ver -, 'onoo m .a-h to .imT - n the
Meutiaiis 1.0t feesat in lose



WHAT WOULD AS ALFUTIASS /.IS/"BOROUGH GOVERSMEST COST?

An updated :ui.iTiciil .uulims lur tn Aleutians | is! Bur
mil ill.itexercises onlv the mandatnrv taxation. ctliic.i-
Tliin. .Hid planning respimsiliiliiii-s slums the lollow inti

All Figures m Thousands .it ImILirsi

[Ssn IS H [S"S
okt Mliliss >MNg s &SIJ S Bm
vr.ri: 1 ni»

f.isiis ro . o -
mmol (ate el idjsH ims &

s-S -otO.H +5 AU5.k *e S shy. 1

* Various '[.itc program funds tnd shared revenues Midi .is
"lured lisli u\ revenues, revenue sliarutj!. etc

I'roiei led borough ensls vwuuid tiidude die toll.iw mg as-
semhls travel and meetings inavor s.Uarv dplanuml_:depart-
ment accounting stall'. légal expenses and education

NOTE that the horough would receive more in slate
funds Illian it costs to operate the borou?h govern-
nieni. some peoFIe have suggested these exira muds &
well as other local revenue-- could he used to make up the
state reductions in lunds lor hadli needed continuum  cap-
ital improvement’

Il the borough is required to raise additional revenues a
sales use lax "+ not property taxes - is the most cost et
fective way to raise local revenues required to pai tor bor-
ough . icT.itions It is estimated that a |~ horouuh sties
usé tax would generate approximatelv iojs 000 per 'ear

UOW WOULD ESTABLISHISG .1 BOROUGH AFFECT LOCAL CO.STROL IS EDUCATIOX.
PLASSISG. ASD EXISTISG CITY GOVERSMESTS?

Three ot the more important issues facing Aleutians liast

resident’ in Jecidinu whether to seek horouuh incorpora-

tion will have to do with local control over education,
platinum and city government

Etlncatinn

Fdticatinnal services in the Aleutians liast area are cur-

rent!" provided hv the sand Point Citv school District, the
King Cove (.it" School District, and the Aleutians RFAA
ifor «ehoo|s at Akutan Cold Bay. False Pas', and Nelson
lagmnil. latch of these school districts is governed hv its

iiwn school hoard comEt)sed of members mini die resgec-
ur-

tive communities or RFAA area If an Aleutians Fast
undi were iormed. all of these schools would become part
of a'mule Aleutian' Fa'i Burundi School District This

district would he uoverned In a sinule school hoard com-

posed ot elected members from the horouuh
While this larger school district itiax not he desired, it

should be remembered that it is likely a hill will he intro-

duced ill die state legislature to con3olidate some of the
smaller school districts around the -tate If this were
done, it is not unhkely that the Sand Point. Kinu
Cove. Aleutian REAA. 'nalaska. Pribilof REAA and
other school districts could he combined into one

district. Certatnlv an Aleutians East Horouuh school Dis-

trict would he more acceptable to residents of the region.

It should al'o he noted that it would he possible for the

horouuh school district to give certain responsibilities to
the ~inuies Powers such as the liiriou and
firing .. ic: eli-rs and program plauninu could be
contracted back to the local school hoards.

Planning

Another function of horouuh uovernment that many Peo-
ple feel should he locallv controlled is planning and land
use re%ulanon. Fortunately, state law allows a bor-
ough to delegate planning and land use regulator

Powers to cities. The four cities in the hortvgli could,
herclore he delegated the responsibilities to au™ -'t. hear,
decide and enforce all ?Ians, zoning ordinances, zoning
matters subdivision matters, and codes adopted with-n
their houndaries

In other communities in the borough, local advi-
sory committees could be established to guide the
horough in planning for those areas.

Clty Gorenirurt

Four of the six communities in tile Aleutians East region
h" . established citv governments .is a wav oi obtaining
local control lia borou%h is established, each ot the cities
will continue to deliver the scrvices they prescitlv deliver
The -ole exception is education services Thus the citv
governments will remain much .is the' are tod.lv

HOW WOULD .1 BOROUGH AFFECT SATLVE ILASDS/TAXATLOS?

Federal law provides diit undeveloped Native lands can-
inii lie taxed hv citv mhorouuh %pvernments until loo I or
until TO "Mrs alter the corporation has received convey
.nice trnni the federal government  whichever comes
later Furthermore. it ativ undeveloped N.iii'e lands are
accepted into a ledertl land hank ~the' too ..iniiiit he
taxed I" anv local government

Remember i > also recommended that an '+ 'itiatts Fast
borout};h should not levy anv real or perxt. ml prop-
erty taxes because it is not a com effective w.v to .mv
required local revenues Thus the prospects -or 'ropertv
taxation on either private it Native corporate i lands
would 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-i t ' ‘-inreijie ' .mrt s one-man mme vote
ieci‘iott 'Ihts could t cm that an Aleutians | ast ilormigit
would h.ivi: . ~persnii Asscnit'lv is toilovvs

+ Nelson lagoon lahe I1!" and vkutan would elect 1

« lold Bav would elect i representative

¢ King i ive «would elect 1 representatives and



WHERE WOI'Ll) THE HOROL'GH SEAT HU LOCATED?

Mtm people luve questioned winch communitv would
become the home 01 the new borough government 1his
decision is made hv the borough assemble hv passage ol .in
ordinance In discussions to dale, n appears there i" a pret-
erence to split the responsibilities of the hornuith between
the ilitlerent communities Thit o have the horouuh ad-

ministration located tn one communitv and the school ad-
ministration located in another communitv |bis is pernus
sihle under the law and would divide the economic
growth associated with locating a borou,?h in two eomttui-
nities rather than nisi a stnule communitv

LOCAI/REGIOSAL POLITICAL CLOL'T - MORE OH LESS?

It the Meuuans Fast region or(t;am_zec_l a borouuh uovern-
uient the area would no doubt luid itself with increased
ﬁol.ncal clout file Anchorage area presently elects over
alt ot the state senators and Tepresentatives, and the state
must be reapportioned in mot) Thus Anchoraue and the
railhelt area will likely increase their hold on the legisla-

ture As this legislative balance shifts more to An-
choraue. areas such as the Aleutians I-ast can expect
to get less out of Juneau, The organization of an
Aleutians East llorouuh is one way of trvinu to
counteract such circumstances.

HOW 1)0 WE 1ISCORPORATE /FORM) 1 HOROCGH GOVERSMEST?

There are a number ot petition, hearing and notice proce-
dures that must he followed before a borouuh cm be in-
corporated hv local initiative. The more important consid-
erations are

Fifteen percent of the number of residents who voted In
the last -late general election in the Aleutians |ast re-
Ellon must 'sen a petition requestln% the 'tate Local

ound.!rv Commission to allow them to form a horough
hefore the Commission will consider allowing residents
to vote on the question

Public notices hearings on the question of horouuh in-
corporation would he held in the Aleutians Fast Hcgion
before ihe ¢ mmissum would decide :! it is going to let

WHERE DO WE GO FROM HERE?

At the conclusion of the Anchorage t (inference it was deter-
mined that

more up-io d.iie information should he gathered .Itd ex-
amined henhv a tinal decision is made on_whether the
area should trv io incorporate an Vicutians Fast Horough.

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

some otficials trom ‘lie me ‘'tale administration legisla-
WeAciraiiun a Uiistrpun wes piumici| b imui
@ »nnmﬁﬂv anli Resmﬂ‘ vInes

t11- 1t -SIHIsll.stls MMSisct 'Sin- 1"-" tssin-

i

people m the region vote on the question.

« |l the Commission allows residents to vote on the ques-
tion of horouuh incorporation, a majority of those vot-
ing on the question in the region must approve it or the
inCorporation fails

« If any one communitv vote against the incorporation
ot the borough, but a minority of the total voters ap-
Prove the question the incorporation is approved and
he communitv that voted against incorporation is soli
m the borough

QOverall, the process of incorporating a horough will prob-
ahlv take S to 11 months

ture. and the newly tormed V'orthwvesl 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. If
vou should desire more detalled miormation about anv "tib-
|eet matter contained in this brochure, please contact her at.

Aleutians East CHSA

P.0. BOX 00

Sand Point. Alaska OOhtal

Phone t00" i CS'-2(0)0

B g e



FISH TAX REVENUE Reoresentative Her!"'3

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

BOROUGH15 - when a Soroug-.-n
is formed, cities are required to share half
of their fish tax revenue with the new Sorco"

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_j;ains 25. and returns 2.7

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 iIn the new borough boundaries. Those additional revenues will be snared
50" state / 502 Borough
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“‘:i THE WOTISE 3Y THE HESOURCE3 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: IAn Act relating co fisheries business ten refunds to
local government; and providing for an effective
e . "
BS IT EXACTED 3Y THE LEGISLATTIR.EE OF THE STATE OF ALASKA:
* Section 1. AS 43.75.130(a) 1is amended to read:
(a) Except as provided in (d) of this section, the [THE] commis—
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 1in the municipality from taxes Levi-d under [3Y] this chan—
ter;

2 to each city located within 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 out3ide cities from taxes levied under
[BY] this chapter; and

(2) 75 percent of the mount of tax revenue collected
in cities located within the borough from taxes levied under T3Y]
this chapter.

mh Bee. 2. AS 43.75.130 1is amended bv adding new subsections to read:

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

this section, the commissioner shall pay

-1- CSHB 7:26 (Res)



¢)) to each city that ic located "in a borough 1incorpor

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

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

*) 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 which “he borough 1is
incorporated;

© 35 percent of the taxes collected during the
second calendar eeecar after the calendar year in which the borough
is incorporated; and

(D) 30 percent of the taxes collected curing the third
calendar year after the calendar year 1in which the borough is

incorporated; and

3) to each borough that 1is incorporated after the ef

tive date of this Act the following percentages of the tax revenue
collected in the cities located within the borough frcn tuxes levied
under this chapter:

(A) 5 percent of the taxes collected during the calen—
dar year in which the borough 1is 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 st 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 borough 1is

rswe 126(7,hs) -



incorporated.

(e) Notwithstanding the provisions of (d) of this section,
city may adopt an ordinance to transfer a portion of the funds re
ceived under (d)(1) of this section to the borough 1in which the cit
is located.

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

CSHB 226(Res 1



CITY OF KING COVE
P.0. Box 37 . King Cove. Alaska 99612 « (907) 497-2340

February 23. 1987

Honorable Fred Ilharoff
Alaska State Senate

Box
Juneau, Alaska 99311

RE: Recuest for Fish Tax Legislation to Support Aleutians
East Borouch 1Incorporation

Dear Senator Ilharoff:

The Aleutians last region requests your support 1in submi ccir.q
legislation to enable a phased transition of fish ousir.ess
tax revenues between cities and a borough when an Aleutians
East 3crough is established. Enclosed 3 3 COov or .anouage
prepared by the Department of Community and Regional Affairs
that amends the existing statute to allow this phased
transition. The region supports this language and recommends
it be used in the legislation.

As we have discussed, the regional representatives that met
at the February 3 meeting in Anchorage support the phased

ansition of fish tax revenues to resolve one of the
disincentives affecting transition to a borough government,
This transition is of particular concern to the Cities of
King Cove and Akutan, which would lose a significant amount
of their operacing revenues from establishment of a borough,
He believe this legislation will present opportunities for
-ne cities to gradually adjust to decreased revenues and tha;
it is the best way to ensure the region™ residents that the
Borough will comply with this phased transfer.

We will also explore opportunities for the Borough to address
this phased transition of revenues 1in 1its 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 bcrouchs.

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

337
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n IN THE HOUSE BY THE RESOURCES COMMITTEE
2; CS FOR HOUSE BILL NO. 226 (Resources)
3! IN THE LEGISLATURE OF THE STATE OF ALASKA
4, FIFTEENTH LEGISLATURE - FIRST SESSION
5# A BILL
01 For an Act entitled: "An Act relating to fisheries business tax refunds to
7 local governmentj and providing for an effective
8 date."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10J * Section 1. AS 43.75.130(a) 1is amended to read:

n (a) Except as provided in (d) of this section, the [THE] commis—
12 sioner of revenue shall pay

13 D to each unified municipality and to each city located
14 in the unorganized borough, 50 percent of the amount of tax revenue
15 collected in the municipality from taxes levied under [BY] this chap—
16 | ter;

17% (2) to each city located within, a borough, 25 percent of
18 the amount of tax revenue collected 1in the city from taxes levied

19

under [BY] this chapter; and

20 («3) to each borough

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

in the area of the borough outside cities from taxes levied under

23§ [BY] this chapter; and

24" (B) 25 percent of the amount of tax revenue collected
25 | in cities located within the borough from taxes levied under [BY]
26 this chapter.

27 * Sec. 2. AS 43.75.130 1is amended by adding new subsections to read:

28 (d) Notwithstanding the provisions of (a)(2) and (a)(3)(B)
29 this section, the commissioner shall pay

-1- CSHB 226 fResl
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(1) to each city that is located in a borough 1incorporated
after the effective date of this Act the following percentages of the

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

ter:

(A) 45 percent of the taxes collected during the
calendar year in which the borough 1is incorporated;

(B) 40 percent of the taxes collected during the first
calendar year after the calendar year 1in which the borough 1is
incorporated;

© 35 percent of the taxes collected during the
second calendaryear after the calendar year in which the borough
is incorporated; and

> (D) 30 percent of the taxes collected during the third

1 calendar yaar after the calendar year 1in which the borough 1is
incorporated; and

z (2)to each borough that 1is incorporated after the effec—

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

collected in the cities located within the borough from taxes levied

1 under this chapter:
J (A) 5 percent of the taxes collected during the calen-
-1 dar year 1in which the borough 1is incorporated;

(B) 10 percent of the taxes collected during the first
calendar year after the calendar year 1in which the borough 1is

incorporated;

©) 15 percent of tht. taxes collected during the
second calendaryear after the calend, r year in which the borough
is incorporated; and

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

calendar year after the calendar year 1in which the borough is

C.SHB 226 (Res) -2-



incorporated.

(e) Notwithstanding the provisions of (d) of this section,
city may adopt an ordinance to transfer a portion of the funds re—
ceived under (d)(1) of this section to the borough 1in which the city J

is located.

Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

-3- CSKB 226 (Res)





