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SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 1
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVE LARSON

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED
"An Act relating to the incorporation of boroughs, to annexation of certain areas, and to

the committee on municipalities; and providing for an rJTective date.”

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

* Section 1. COMMITTEE ON MUNICIPALITIES, (a) A committee on municipalities is
established in the Department of Community and Regional Affairs consisting of the commissioner of
community and regional affairs or the commissioner’s designee, the chair of the local boundary
commission or the chair’s designee, and the following members appointed by the governor:

(1) a member of the senate;

(2) a member of the house of representatives;

(3) an employee or official of a borough or unified municipality;

(4) an employee or official of a city in the unorganized borough;

(5) a member of a regional educational attendance area school board;

(6) a resident of an unincorporated community in the unorganized borough who is a

member of a local governing body organized under 25 U.S.C. 476 or a traditional village council of a
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Native village that meets the requirements of the Alaska Native Claims Settlement Act (43 U.S.C. 1601 -
1628); and
(7) a representative of the Alaska Municipal League.
(b) Members are not entitled to receive compensation, but the members appointed under (a)(3) -
(7)of this section are entitled to per diem and travel expenses authorized for boards and commissions
under AS39.20.180.

(c) The commissioner of community and regional affairs or the commissioner’s designee shall
serve as committee chair. The committee shall consider means to eliminate or reduce disincentives and
enhance incentives for the formation of boroughs. The committee shall also consider ways to ensure
greater equity in the distribution of Financial aid to all municipalities. The committee shall submit a
report of its findings and recommendations to the legislature and to the local boundary commission by
January 1, 1994. The Department of Community and Regional Affairs shall make copies of the report
available to all municipalities.

(d) The committee terminates upon submission of its report under (c) of this section.

* Sec. 2. BOUNDARY STUDY, (a) The local boundary commission shall conduct a boundary study

of the unorganized borough to determine
(1) which regions meet the standards set out in AS 29.05.031 for borough incorporation;

and
(2) which areas should be annexed to existing boroughs or unified municipalities.

(b) In conducting the boundary study, the local boundary commission shall consult with existing
municipalities, regional educational attendance areas, and coastal resource service areas. The commission
shall conduct at least one public hearing in each region found to have met the standards for borough
incorporation and in each area the commission determines should be annexed. The study must be
completed by May 1, 1994.

*Sec. 3. ANNEXATION OR BOROUGH FORMATION, (a) After completing the boundary study,
the local boundary commission shall notify the director of elections of each region the commission
determines should be incorporated as a borough and each area the commission determines should be
annexed. Within 30 days after notification, the director ¢/ elections shall order an election in each
region and area to determine whether the voters desire borough incorporation or annexation in
accordance with the boundary study. The elections shall be held “fore December 1, 1994,

(b) The director of elections shall supervise each election in the general manner prescribed by
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the Alaska Election Code (AS 15). The state shall pay all election Eosts.

(c) The director of elections shall certify the election results. 1f an annexation is approved, the
annexation is effective when the election, results are certified. If a borough incorporation is approved,
incorporation is effective in accordance with sec. 7 of this Act

(d) If an annexation is disapproved, the local boundary commission may submit the proposal for
annexation to the legislature under AS 44.47.567 - 44.47.583. If a borough incorporation is disapproved,
the commission may submit the proposal for incorporation to the legislature during the first 10 days of
the First Regular Session of the Eighteenth Alaska State Legislature. A proposal for borough
incorporation may be disapproved by a concurrent resolution adopted by a majority of the members of
each house within 45 days after the proposal is submitted to the legislature. If it is not disapproved,
borough incorporation becomes effective in accordance with sec. 7 of this Act.

* Sec. 4. PROVISIONAL HOME RULE CHARTER, (a) By March 1, 1995, the Department of
Community and Regional Affairs shall prepare a provisional home rule charter for the boroughs to be
incorporated under this Act. The charter must provide that each new borough exercise only those powers
a home rule borough must exercise by law.

(b) The voters of a region scheduled for incorporation under sec. 3(c) or (d) of this Act may
petition the department for an amendment to the provisional charter for that new borough. If the
department determines that at least 15 percent of the number of voters who voted in the last general
election in the region have signed the petition, the department shall submit the proposed amendment to
the director of elections.

* Sec. 5. CHARTER COMMISSION, (a) If a borough incorporation is approved under sec. 3(c)
of this Act, the director of elections shall schedule a charter commission ejection in the region to be held
by March 1, 1995. Any- person who has been qualified to vote in the region for at least one year
immediately preceding the date set for the charter commission election may become a charter
conimission candidate by notifying the director of elections. The notification must be received by the
director at least 30 days before the election date. If at least seven candidates have not notified the
director by the deadline, no charter commission election may be held. If an election is held, the seven
candidates receiving the highest number of votes immediately organize as a charter commission.

(b) The Department of Community and Regional Affairs shall provide staff and administrative
assistance to each charter commission organized under this section. Charter commission members serve

without compensation, but are entitled to per diem and travel expenses authorized for boards and
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commissions under AS 39.20.180.
(¢) The charter commission shall prepare a proposed home rule charter. The charter must be
signed by a majority of the commission members and filed with the director of elections. The
commission shall hold at least one public hearing on the chaiterbefore signing andfiling it. The
director of elections shall submit the proposed charter to the votersat an election held beforedie first
Tuesday in OctGber 1995. If the charter is approved, it becomes effective on the first Monday following
certification of the election of initial borough officials.
(d) If no charter is prepared and approved by the voters under this section, the provisional
charter prepared under sec. 4 of this Act, together with any proposed amendments adopted at the election

of initial officials, operates as the charter for the new borough.

11* Sec. 6. ELECTION OF INITIAL OFFICIALS. On or before the first Tuesday in October 1995,

12
13
14
15
16
17
18
19

the director of elections shall hold an election of initial borough officials under AS 29.05.120 in each
borough scheduled for incorporation under this Act Unless a thorough has already adopted a charter
under sec. 5 of this Act, any proposed amendments to the provisional charter of the borough received
by the director under sec. 4(b) of this Act shall be submitted to the voters at the election of initial
borough officials.

* Sec. 7. INCORPORATION OF NEW BOROUGHS, (a) A region is incorporated as a home rule
borough on the first Monday following certification of the election held under sec. 6 of this Act. The
home rule charter adopted under sec. 5 of this Act or the provisional home rule charter prepared by the
Department of Community and Regional Affairs under sec. 4 of this Act, together with any charter
amendments approved by the voters, operates as the charter for the new borough.

(b) AS 29.05.140 and 29.05.190 - 29.05.210 apply to boroughs incorporated under this section.

* Sec. 8. This A.ct takes effect immediately under AS 01.10.070(c).
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March 13, 1991

POSITION PAPER

RE: SPONSOR SUBSTITUTE FOR HOUSE BILL 1
SPONSOR: Representative Larson
Program Effect?.” of B ill:
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Comments;

SSHB 1 has evolved from legislation considered by the Fifteenth
and Sixteenth Alaska Legislatures and House B ill 1 currently
before the Seventeenth Alaska Legislature. The Department has
provided extensive comments on all of these bills. The
comments offered here focus on the Sponsor Substitute of the
bill before the current legislature, while in some cases

observing the differences from past proposals.

Section 1. COMMITTEE ON MUNICIPALITIES. While the Committee
consists of members representing appropriate bodies to carry
forward its tasks, it would benefit from the inclusion of a
representative from both the Department of Revenue and
Department of Education, as provided by HB 1. The SSHB 1
Committee adds a representative from a city in the wunorganized
borough, a representative of the Alaska Municipal League, a
representative of a .regional educational attendance area school
board and a member of a local governing body organized under 25
U.S.C. 476 or a traditional village council of an ANCSA village
to the Committee envisioned by HB 1.

However, as commented on HB 1, the Department believes that the
representative of a city in the wunorganized borough (added by
SSHB 1) should be from either a first class or home rule city.
Several such municipalities expressed interest in reclassifying
to second class status over the last year in order to eliminate
their current obligations for education services. A
representative from a city in this situation could offer
valuable insight on ways to provide equity in state funding for
local services.

The Committee should also provide a representative from
regional governments of defined population (one with fewer than
10,000 residents and one with more than 10,000 residents).
Because the, ;issues of impact to governments can differ
significantly by the size of the municipality, the Department
encourages representation by both sectors.

Section 2. BOUNDARY STUDY. As noted by the Department in

comments on HB | and its predecessors, the Local Boundary
Commission (LBC) is actively -engaged in a study essentially
identical to the one outlined in Section 2 (a) and (b) . The

only distinction is that the LBC's efforts focus on boundaries
to the intentional exclusion of matters relating to the
financial viability of prospective boroughs. The project s
scheduled for completion in June of 1992,
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With respect to financial viability, the Department completed a
series of borough feasibility studies for nearly all regions of
the wunorganized borough in 1988 and 1989. Thus, the study
requested by this proposed legislation could in fact De
accomplished by completion of the LBC's 'model boundaries
study' in conjunction with an update to the Department's
earlier borough feasibility studies.

Section 3. ANNEXATION OR BOROUGH FORMATION. This section of
SSHB 1 differs from HB 1 by providing for mandatory borough
incorporation through submittal of a proposal from the LBC to

the legislature failing incorporation by popular vote. The
Department appreciates the opportunity of the populace to
incorporate. 't further believes however, that the
incorporation process should not move forward to legislative
mandate if the electorate fails to approve the referendum. The
Department and LBC have long maintained that boroughs should be
created through popular vote. In point of fact, the Commission
has counseled against mandatory incorporation on several

occasions while supporting local initiative.

Section 4. PROVISIONAL HOME RULE CHARTER and Section 5, CHARTER
COMMISSION. The process proposed by Sections 4 and 5 of the
Sponsor Substitute strikes the Department as unnecessarily
complicated, redundant and out of synchronization. For
example, the Section 4 provides that the Department shall
prepare a provisional home rule charter by March 1, 1995 for
each region incorporated wunder the act, (Voters are allowed to
petition for amendments to the charter.)

Section 5 establishes that a proposed charter election (as
compiled by a charter commission) in the region in which a
borough is incorporated through popular vote, shall be held no
later than October, 1995  If no charter created by the charter
commission is approved by voters, then the provisional charter
prepared Dby .the Department and any proposied amendments will
operate as the charter for the new borough. Thus for boroughs
created either through legislative mandate or local election,
it is conceivable that there will be no borough <charter in
place until at least March of 1995.

However, Section 3 (a) establishes that borough incorporation

elections shall be conducted sometime between May 1 and
December 1, 1994, Further, Section 3 (d) provides that,
failing the election, a recommendation for borough

incorporation may be submitted to the legislature during the
first 10 days of the First Regular Session of the Eighteenth
Alaska State Legislature. This would place the date of
submittal in January, 1993,
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Not only s the latter impossible (submittal of a
recommendation to the 1993 legislature following an election
that may not occur before May of 1994) but any borough formed
before March of 1995 either through legislative mandate or
local election may be operating without a charter.

The Department believes that it is important to have a basic
charter proposal and a means for wvoters to tailor it to their
specific needs at the time the borough incorporation election
occurs. This could be accomplished by eliminating the charter
commission, establishing the creation of a provisional charter
by May, 1992, and simply allowing the new borough to operate
under the provisional ~charter as written or amended by the

residents of the borough, following incorporation. This would
simoplify an already complex process, eliminate redundant
measures, and reduce the fiscal impact of this bill since the

Department would be relieved of the responsibility to provide
staff and administrative assistance to each charter commission
provided by Section 5 (h).

Other processes contained within the provisions of this bill
are likewise out of sequence.

General Comments;

Regional government in Alaska IS facing major change.
Economic, political and flegal forces are Ilikely to bring about
the incorporation of numerous boroughs during the current
administration. It is important that the State of Alaska
anticipate this development and be prepared to respond.

The economic forces include declining State revenues and the
resulting need for greater local participation in the funding

of services. ‘'Political pressures stem principally from growing
frustration among urban residents who perceive that services in
unorganized ‘areas are delivered in a wasteful fashion. (In

January, 1991, the Anchorage Daily News reported on the front
page that the State pays $150,000 to operate a school in Paxson

which serves only 3 students — all of whom are children of the
teacher.) Political influence of organized areas is due to
increase substantially following the pending reapportionment of
the legislature. Legal forces include actions such as the

Matanuska-Susitna Borough's effort to overturn the State
education foundation formula (Case No. 3PA-86-2022 CIV) ,

The Department of Community and Regional Affairs is not alone
in its perception of the changes facing regional government in
Alaska. In fact, officials of the Department of Education have
urged the administration to consider forming 3rd class boroughs
throughout all unorganized areas of the state.
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Given these circumstances, we believe that it is imperative
that the State continue to plan forthe formation of new

boroughs. As a consequence of the Department's continuing
study of borough government, we have concluded that the
creation of regional governments, specifically home rule
boroughs, offers an effective means of improving the quality of
lives of rural Alaskans. For example, the formation of
boroughs would:

° Enhance Fulfillment of Constitutional intent: Article X,
Section 3 of the Constitution of the State of Alaska
requires all areas of the state to bhe divided into
boroughs. Areas which meet the standards for borough

incorporation (including financial resources) were intended
to organize.

° Improve local control: Home rule boroughs provide the most
effective means to transfer power to local residents.
Decisions about loca.i issues are made Dby local elected
officials.

0 Increase local revenue generating capacity: As State
revenues decline, the ability to generate local revenues
becomes more critical. Given their vast regional
boundaries, boroughs enjoy unrivaled <capacity to generate
revenues.

O Improve Tribal-State relations: Home rule governments
permit the greatest degree of cultural sensitivity to
traditional institutions and values. A home rule borough

would enable Alaska Natives to develop regional governments
which respond to many of the moral and cultural problems
facing villages today. This more acceptable and suitable
form of government would likely improve relations between
the State, and Native villages. This,,in turn, might opreempt
the development of a separate Tribal-Federal relationship
that excludes State participation,

° Create More efficient structures: In the past six years,
four new Dboroughs have formed." These new boroughs have
proven to be highly efficientservice providers, in some
cases saving several hundreds of thousands of dollars

annually through consolidation of r.chool operations and
other services.

° Provide greater local responsibility for service delivery:
Under current circumstances, local residents of parts of the
unorganized borough pay nothing for government services. In
some instances, this has led to a diminished concern at the
local level —about the cost of such services. Borough
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government would require local support for certain services and
thus bring a measure of increased responsibility in the
delivery of services.

Conclusion. The foundation for the creation of borough
governments in Alaska was laid thirty-five years ago during the
Constitutional Convention. In spite of the fact that Alaskans

have objected to borough formation over the ensuing years, this
form of regional government has proven to be an effective and
efficient service provider,

For the reasons cited above, the Department supports the policy
directions of parts of SSHB 1 and opposes others. The
Department intends to offer related proposals during the
current session.
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STATE OF ALASKA

OFFICE OF THE QOVERNOR
BILL ANALYSIS
DEPARTMENT DIVISION BILL NUMBER SPONSOR .
C&RA MRAD SH1 Representative Larson

SHORT TITLE OF BILL

Act relating to incorporation of boroughs, annexation of certain areas, committee on munis

DEPARTMENT POSITION

COMMISSIONER'S SIGN MjURE DATE

PREPARED BY DATE
Dan Pockhorst 3/14/91 14/91
SUMMARY? " -
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUP(S) AFFECTEO BY BILL
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
FISCAL IMPACT: O NONE FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

See attached

ANALYSIS OF BILL/PROGRAM EFFECTS

See attached

AMENDMENTS PROPOSED

See attached

PLEASE ATTACH A SEPARATE SHEET FOR ADOmONAL COMMENTS OR ANALYSIS.
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Background/Legislative Intent

SSHB 1 has evolved from legislation considered by the Fifteenth
and Sixteenth Alaska Legislatures and House Bill 1 currently
before the Seventeenth Alaska Legislature. It creates a
"Committee on Municipalities”™ to consider means to eliminate or
reduce disincentives and enhance incentives for the formation
of boroughs and to consider ways to ensure greater equity in
the distribution of financial aid to all municipalities.

The SSHB 1 also calls for a boundary study of the unorganized
borough to determine which regions meet the standards for
borough incorporation and which should be annexed to existing
regional governments. It provides for annexation and home rule
borough incorporation by the legislature under the terms of
Article X, Section 12 of the Constitution, wupon failure of the
referendum for annexation and borough 1incorporation by popular
vote.

It further provides that the Department of Community and
Regional Affairs will prepare a provisional home rule charter
for boroughs to be 1incorporated by the act. And it 1introduces
the provision for =election of a charter commission in the
regions approved for borough incorporation by popular vote.
Staff and administrative assistance will be provided to the
charter commissions by the Department of Community and Regional
Affairs.

Analysis of Bill/Program Effects

Section 1. COMMITTEE ON MUNICIPALITIES. While the Committee
consists of members representing appropriate bodies to carry
forward 1its tasks, it would benefit from the 1inclusion of a
representative” from both the Department of Revenue and
Department of Education, as provided by HB 1. The SSHB 1
Committee adds! a representative from a city 1in the unorganized
borough, a representative of the Alaska Municipal League, a
representative of a regional educational attendance area school
board and a member of a local governing body organized under 25
U.S.C. 476 or a traditional village council of an ANCSA village
to the Committee envisioned by HB 1.
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Analysis of Bill/Program Effects (continued)

However, the representative of a city in the unorganized
borough (added by SSHB 1) should be from either a first class
or home rule city. Several such municipalities expressed
interest 1in reclassifying to second class status over the last
year in order to eliminate their current obligations for
education services. A representative from a city in this
situation could offer valuable insight on ways to provide
equity in state funding for local services.

The Committee should also provide a representative from
regional governments of defined population (one with fewer than
10,000 residents and one with more than 10,000 residents).
Because the issues of impact to governme.,LS can differ
significantly by the size of the municipality, the Department
encourages representation by both specters.

Section 2. BOUNDARY STUDY. The Local Boundary Commission (LBC)
is actively engaged 1in a study essentially 1identical to the one
¢ "tlined 1in Section 2 (@) and (b) . The only distinction is
that the LBC"s efforts focus on boundaries to the intentional
exclusion of matters relating to the financial viability of
prospective boroughs. The project is scheduled for completion
in June of 1992.

With respect to financial viability, the Department of
Community and Regional Affairs completed a series of borough
feasibility studies for nearly all regions of the unorganized
borough in 1988 and 1989. Thus, the study requested by this
proposed legislation could in fact be accomplished by
completion of "the LBC"s "model boundaries study* in conjunction
with an update to the Department®s earlier borough feasibility

studies. i

Section 3. ANNEXATION OR BOROUGH FORMATION. This section of
SSHB 1 pro.vides mandatory bcrough incorporation through
submittal of a proposal from the LBC to the legislature failing
incorporation by popular vote. The Department appreciates the
opportunity of the populace to incorporate. It further
believes however, that the 1incorporation process should not
move Tforward to legislative mandate if the electorate fails to

approve the referendunm. The Department and LBC have long
maintained that boroughs should be <created through popular
vote. In point of fact, the Commission has counseled against

mandatory 1incorporation on several occasions while supporting
local initiative.

Section 4. PROVISIONAL HOME RULE CHARTER and Section 5. CHARTER
COMMISSION. The process proposed by Sections 4 and 5 appears
to be unnecessarily complicated, redundant and out of
synchronization. For example, the Section 4 provides that the
Department shall prepare a provisional home ru)o <charter by
March 1, 1995 for each region incorporated iv.der the act.
(Voters are allowed to petition for amendments to the charter.)
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Analysis of Bill/Program Effects (continued)

Section 5 establishes that the election of a proposed charter
(as prepared by a charter commission) , shall be held no later
than October, 1995. If no charter created by the charter
commission 1is approved by voters, then the provisional charter
prepared by the Department and any proposed amendments will
operate as the charter for the new borough. Thus, for boroughs
created either through legislative mandate or local election,
it is conceivable that there will be no borough charter in

place until at least March of 1995.

However, Section 3 (a) establishes that borough incorporation
elections shall be conducted sometime between May 1 and

December 1, 1994. Further, Section 3 ()] provides that,
failing the election, a recommendation for borough
incorporation may besubmitted to the legislature during the
first 10 days of the FirstRegular Session of the Eighteenth
Alaska State Legislature. This would place the date of

submittal 1in January, 1993.

Not only is the latter impossible (submittal of a
recommendation to the 1993 legislature following an election
that may not occur before May of 1994) but any borough formed
before March of 1995 either through legislative mandate or
local election may be operating without a charter.

The Department believes that it is important to have a basic
charter proposal and a means for voters to tailor it to their
specific needs at the timethe borough incorporation election
occurs. This could be accomplished by eliminating the charter
commission, establishing the creation of a provisions| charter
by May, 1992, and simply allowing the new borough to operate
under the provisional <charter as written or amended by the
residents of the borough, following incorporation. This would
simplify an already complex process, eliminate redundant
measures, and, teduce the fiscal 1impact of this bill.

Other processes contained within the provisionsof this bill

are, nld'mkeenwt'sseProéjp}osoefd sequence.

The Department wurges vrevisions to SSHB 1 ae discussed herein.

Notably these relate to composition of the Committee on
Municipalities, provisions for legislatively mandated borough
incorporation, time sequencing of certain events, and

elimination of home rule borough charter commissions.



FISCAL NOTE

STATE OF ALASKA BILL NO. ss wus 1
1991 LEGISLATIVE SESSION
Revision Date: Department Affected: Community S Regional Affairs
, Jltle; "An Act relating to the gpy-. Local Government Assistance
incorporation of boroughs..." Component: Local Boundary Commission

Sponsor: ReP ~ rson
Requestor: COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FYS®6 FY 97
PERSONAL SERVICES 114.6 57.7 -0- -0- -0- -0-
TRAVEL 57.9 3.2 -0- -0- -0- -0-

' * CONTRACTUAL 18.1 -0- r -0- -0- -0- -0-
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OPERATING 190.6 60.9 -0- -0- -0- -0-
CAPITAL
REVENIJE 190.6 60.9 -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERAL FUND 190.6. 60.9 -0- -0- -0- -0-
FEDERAL FUNDS
OTHER
TOTAL 190.6 60.9 _0- -0- _0- -0-
POSITIONS:
FULL-TIME \ 2 2
PART-TIME 1 1 0 0 0 0
TEMPORARY *

Estimate Of current year impact: There is no fiscal impact for FV 91

ANALYSIS: (Attach a separate page ifnecessary.)

Plense see attached.

n i
Prepared By: Remond Henderson, Director Phone: 465-4708
Division:  Administrative Services Date: 3/14/91
Approved by Commissioner:
Agency: Community & Regidndl Affairs Date: 3/14/91

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 10/90 Page. of



SSHB NO. 1: FISCAL NOTE ANALYSIS

The following analysis addresses only the activities specified
by the bill. These <consist of operational expenses of the
Committee on Municipalities (Section 1), the Boundary Study
Section 2) and the Charter Commissions (Section 5).

Fiscal impact to the State in terms of borough organizational
grants, state revenue sharing, municipal assistance, savings
resulting from borough formation, etc. 1is not included. It is
impossible to project these amounts at this time since their
totals will depend upon unknown variables such as the number of
new boroughs, the population of the boroughs, the number of
students in each borough, local tax effort and the total
assessed valuations of the boroughs.

COMMITTEE ON MUNICIPALITIES (SSHB 1, Section 1)

Staff Positions:

Funding 1is provided for staff support to the COMMITTEE ON
MUNICIPALITIES. Figures are based wupon the assumption that
staff members are employed 12 months in FY®92 and 6 months in
FY193.

FY 92 FY 93

1 Full-Time LGS IV (Range 19) $ 60,077 $ 30,772

1 Full-Time Admin Ass"t (Rng 12) 39,222 19,108

1 Half-Time Clk Typ 111 (Rng 80 15,321 7,847
$114,620 $ 57,727 TOTAL: $172,347

Travel and Per Dien:

The following figures assume that the COMMITTEE ON MUNICIPALITIES

will conduct four meetings in FY®"92 and two 1in FY"93. Meetings will
be held 1in six different regional centers 1in the state. The figures
include travel and per diem for the 1local government representatives
only. Travel and per diem are estimated at $800 per meeting for each
of the two members. Costs of others will e borne by existing
agencies.
FY 92 FY 93

Travel and Per Diem: 6,400 $ 3,200 TOTAL: $ 9,600
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SSHB No. 1: FISCAL NOTE ANALYSIS (continued)

BOUNDARY STUDY (SSHB 1, Section 2)

Funding will complete the LBC"s "Model Boundaries Study™ and wupdate
the findings of the Department®s Borough Feasibility Studies. Staff
costs will be assumed by the Department.

FY 92
Travel: $ 51,500
Teleconferences: 6,600
Public Notices and
Publications 11,500
$ 60,600 TOTAL: $ 69,600

CHARTER COMMISSION (SSHE 1, Section 5)

The following figures assume that five CrARTER COMMISSIONS are

elected; it will cost $300 1in travel and per diem per member per
meeting; and that each <commission meets twice in FY"95 and three
times in FY"96. Cost of providing technical assistance to

commissions will be borne by the Department using existing staff.

FY 95, Y 06
Travel and Per Dien: ~$ 21,000 $77>1,500 TOTAL: 52,500

TOTAL FISCAL IMPACT:$304,047
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Tosilicn Title Local Government Specialist IV No. of Positions 1 flange /Step 10/A Barg. Unit 56U
Time Status Staff Months Location 1 Election District
Full time 12 Anchorage

TYPE OF EXPENDITURE Amou'i Justification

Salary 44.5 To perform research & analyses of ways to reduce

Benefits 15.6 ° disincentives & to enhance incentives for borough

Premium Pay formation S to investigate ways to provide greater equity
Other in the distribution of state funds among municipalities.
! Thtal Personal Services 60. 1 Findings will be presented to the Committee on Munici—
Havel 57, & palities in formal reports & recommendations. Staff shall
Contractual 10.1 also provide technical support in terms of drafting
Commodities correspondence for the Committee, responding to inquiries
EauiDment from local elected & appointed officials regarding i
Other Committee activities, maintaining records of Committee
! Thtal Cost 136.1 activities. This position will supervise the Adminis—

FUNDING SOURCE FOR TOTAL COST trative Assistant | and Clerk Typist Ill assigned to the

Federal Receiots 1002 Committee.

G.F. Match 1003

General Fund 1004 116.1

I-A Receipts 1007

CIP Receipts 106)

Other

_ _ ) 92
Request For AGENCY Community & Regional Affairs

New Position HRH Local Government Assistance

COMPONENT Local Boundary Commission



Position Title No. of Positions Range 15tep liavg. Unit
Local Government Specialist TV GGU
Time Status 1 Staff Months Location Election District
Part time | 6 Anchorage
TYPE OF EXPENDITURE Amount Justification
Salary 22.8 To perform research & analyses of ways tc reduce
Benefits §.0 ) disincentives & to enhance incentives for borough
Premium Pay formation and to investigate ways to provide greater
Odier equity in the distribution of state funds among
! Thtal Personal Services 30.8 municipalities. Findings will be presented to the
"Havel 3.2 Committee on Municipalities in formal reports and
Contractual recommendations. Staff shall also provide technical
Commodities support in terms of drafting correspondence for the
Equipment Committee, responding to inquiries from local elected
Other and appointed officials regarding Committee activities,
Thtal Cost maintaining records of Committee activities. This
FUNDING SOURCE FOR TOTAL COST 34.0 position will supervise the Administrative Assistant I
Federal ReceiDts 1002 and Clerk Typis.t. Il assigned to the Committee.
G.F. Match 1003
34.0

General Fund 1004

|-A Receiots 1007
1 CIP Receipts 1061
1 Other

Request For
New Position

AGENCY Community & Regional Affairs

BRU Local Government Assistance

COMPONENT Local Boundary Commission

Page 5_
Revised Date:
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l'osilion Title ] ]
Administrative Assistant |

Time Status j Staff Months
Full time 12

TYPE OF EXPENDITURE
Salary

Benefits

Premium Pav
ther _
Thia! Personal Services

Travel
Contractual
Commodities
Eoulpment
Other,

Thtal Cost
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
CF. Match j00i
General Fund 1004
1-AReceipts 1007
CIP Receipts 1061

Other
Request For AGENCY
New Position BRU

COMPONENT

rat No. of Positions

Location

B _Anchorage
Justification

Range 15tep Barg. Unit
12/A

GGU
Election District

To assist the LGS 1V in research and analyses activities.
This position will attend to the needs of the Committee
in terms of coordinating and organizing meetings and

39.2 publishing public notices.

The position will also be

responsible for arranging travel of Committee members
and drafting minutes of the Committee®s meetings and

public hearings.

39.2

Community & Regional Affairs
Local- Government Assistance

Local Boundary Commission

Page

Fy 92

.of
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}Posmon TItleAdministrative resictant | No. of Positions b }Range/Step12 B %Barg. Unit el
Time Status Staff Months Location =« Election District
Part time 6 Anchorage

TYPE OF EXPENDITURE Amount Justification

Sala_ 14.1 To assist the LGS IV in research and analyses activities.
Bengfits 5.0 ° This position will attend to the needs of the Committee
Premium Pav in terms of coordinating ¥:d organizing meetings and
Other ) publishing rublic notices. The position will also be

Thtal Personal Services 19,1 responsible for arranging travel of Committee members

Havel and drafting mJnutes of the Committee®s meetings ard
Contractual public hearings.

Commodities
Eounment

Other

1 Thtal Cost

FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
GF. Match 1003
General Fund 1004
|-A Receipts 1007
CIP Receipts 1061
Other

Request For

New Position

19.1

AGENCY. Community S Regional Affairs F Y ] |
BRU. Local Government Assistance Page .Of
COMPONENT Local Boundary Commission Revised Date:

1

J



Position Title

Clerk Typist Il
Time Status Staff Months
Part time
TYPE OF EXPENDITURE -Amount
Salary 10.6
Benefits 4.7
Premium Pay
Other
Tbtal Personal Services 15.3
TYavel
Contractual
Commodities
Equipment
Other
Tbtal Cost
FUNDING SOURCE FOR TOTAL COST
ww Federal Receipts 3002
= G.F. Match 1003
= General Fund 1004 15.3
I-A Receipts 1007
CIP Receipts 1061
Other

Request For
New POSition 8RU Local

COMPONENT Local Boundary Commission

Government Assistance

No. of Positions

Location

Range | Step 8/A Uarg. Unit eel

Election District
Anchorage

Justification
To assist the LGS IV and Administrative Assistant in

providing staff support to the Committee on
Municipalities. This will include typing Committee
correspondence, maintaining files and clerical back-up
to other staff members.

AGENCY Community & Regional Affairs

Page _of

Revised Date:



Position Title }
Clerk Typist 111

Time Status j Staff Months
Part Time |

TYPE OF EXPENDITURE

Salary
Benefits
Premium Pav
Other

Tbtal Personal Services
'Havel
Contractual
Commodities
Eauinment
Other

Tbtal Cost

5.4
2.4

FUNDING SOURCE FOR TOTAL COST

Federal Receiols 1002

G.F. Match . 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other

Request For
New Position

Amount

7.8

7.8

No. of Positions Range / Step Harg. Unit
1

Location * Election District

Anchorage

Justification
To assist the LGS 1V and Administrati ve Assistant in

nrovidina staff support to the Committee on Municipalities
This will include typing "ommittec correspondence,
maintaining filei and clerical back-up to other staff

Lambers.

AGENCY Community & Regional Affairs

BRU,

Local

Government Assistance Page g of i

COMPONENT Local Boundary Commission Revised Date:
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) CITY OF SKAGWAY

GATEWAYTO THE GOLD RUSH OP '=ge”

P.O. SOX 418

SKAGWAY, ALASKA $9640

IPHONE) 807-983-2297

(PAX) 907*%303-2151

March 14, 1991

Representative Jerry Hackle
E.9. Box V
Juneau, AK 99811

RE: S§§ HB 1

Dear Representative Mackie;

Via Facsimile Transmittal

The City of Skagway wishes to make 1its position on House
Bill 1 known to you, as chairman, and to the other members of

the Community and Regional

Attached 1is a 5/16/90

City to the Local Boundary

Affairs Committee.

letter written on behalf of the
Commission. The letter expresses

the City of Skagwayls serious doubts that 1inclusion of
Skagway in”aj”prough *fill have a beneficial effect,
Skagwg"";e%a”first-class city, -with an established local

_D%kkk

5/16/90 letter points
Haines borough would
lessS governmental

"when local “governments are
s« saddled® with more and more :
hoiry v~e~ui“femehts and. are doing-

AMsd*hsei”of- -accountability with «>74

Manager-j e e
r*"YlAC*, o A »H'S)\*

to



CITY OF SKAGWAY

GATEWAY TOTHB <30U> HUSH Of "9 8
P.O.60**19 3KAQWAY. 99H40
(PHONE) 907*983;2297
(PAX) 907*9fI3-21Sil

VIAFACSIMILE TRANSMITTAL: ORIGINALTO FOLLOW

May 16,1990

LBC Component HAY 25 -,
Department of Community and Regional Affairs Dept, of

949 E, 36thAvenue, Room 405

Anchorage, AK 99508 Ked- Asii

Dear Sirs;

The City of Skagway, in commenting on the draft report to the Local Boundary
Commission concerning "‘ldeal boundaries™ of existing and prospective boroughs in Southeast
Alaska, wishes to object to the conclusion that Skagway be included in an expanded Haines
Borough.

The critical question is, if existing boundaries do not place Skagway in the Haines
Borough, what change has or will occur that would compel its inclusion now or in the future?

Inclusion of Skagway in die Haines Borough might be advantageous if there is a clear
indication that this would resultin efficiencies in the delivery of local governmental services. As
in most regions in Alaska, however, the extremes of natural geography and weather-not artificial
governmental boundaiies~often decide if the local governmental structures are efficient or not. It
is the opinion of the City than, the delivery of area-wide services in Skagway by a borough
government based in Haines would not enhance the delivery of governmental services.

Transportation services between Skagway and Haines are developed to the extent allowed
by the Marine Highway budget, terrain and local weather conditions. The communities are
connected by road, but the journey requires going into Canada and driving a distance equivalent to
traveling from.Seattle to Idaho. The weather and the severe natural terrain often mock the apparent
proximity of the towns and create a sense of separation far in excess of the fifteen miles between
Skagway and Haines. This "‘distance’ imposed by natural geography and weather conditions acts
as a significant dctcrenrto a sharing of services between the two towns and would exert the same
pressures-and costs-on any attempts to provide borough services to Skagway.

' L'Forexample, the operation of the local school is a matter of significant local concern and
pride. Under a borough, Skagway's school district would become part of the Hainer Borough
school district- Skagway would lose an important sense of local control and oversight;- of school
administration- by having its voice diminished, if effect, by trading a local school board for
minority representation on a borough school board.

The notion that expanded boroughs would make for more efficient operatiomof small
districts is false in Skagway's case. The Skagway school district presendy operates at aminimum
level of staffing necessitated not by what is perceived as an inherent inefficiency of small school
districts but by inequities in the state's funding formula that do not provide Skagway and other
small districts with the proper level of funding. This is a matter of prime importance in Skagway
and it is an issue that inclusion in a borough will not address.  If inclusion in a boiougbrvvfil.do
anything to education in Skagway, it will increase district costs due to travel required;fdrscSodr?

board members, staff and administrative personnel. ‘ Ci
e . vw m"vy 7
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LBC Component
5/1600
Page Two

The delivery of other area-wide government services in Skagway by a Haines Borough
would require abandonment of the present third-class status of the borough in favor of a first- or
second-class boroKﬂh. The delivery of services would encounter difficulties similar to those
shown above, expanded borough would increase administrative requirements for tax
assessment and collection and planning and zoning;. The economical, small-scale and, in
Skagway's case, pan-time manner in which these services are presently performed would evolve
into alarger and more costly adminisr itive process. In addition to concern over higher service
delivery costs, Skagway would be concerned that these costs be fairly apportioned, so that
Skagway will not incur a disproportionate burden of funding area-wide services.

The economy of Skagway shares similarities with that of the Haines Borough, but there
are significant differences. Skagway is dependent upon transportation and tourism. The Haines
area is dependent upon timber and fishing. While diversity provides strength to a regional
economy, it may also generate conflicts. Although Skagway recognizes the interdependence of
regional economies, the historic independence of Skagway and its ability to pursue economic
initiatives is a prized local asset Inclusion in a borough; might be seen generally as a dilution of
Skagway’s ability to plan and implement its economic goals.

In theory, there arc broad, commendable reasons for including Skagway in an expanded
Haines Borough. If the details of actual practise are examined, however*, it is clear that this
prospect would increase service costs and cause a loss of local control over important local
services. To include Skagway in the Haines Borough would impose an unnecessary
administrative structure upon an efficient and cost-effective local government

Thank you for the opportunity to comment on the draft report If you have any questions,
please advise.

Sincerely,

Thomas Healy
City Manager
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DIVISION OF ELECTIONS
OFFICE OF TIIE COVEItNOII PO, BOXAF

JUNEAU, ALASKA 99811-0105
PHONE (907) 465-4611

FISCAL NOTE NARRATIVE

The fiscal impact of this bill on the Division of Elections
can only be estimated because pending completion of the boundary
study?7 the number of possible incorporation or annexations can only

be projected.

However/ based on discussions with the Local Boundary
Commission staff it can be theorized that 12 regions may
incorporate and 5 annexations may occur.

INITIAL ELECTIONS-(FY93):
Based on: 12 proposed incorporations
5 proposed annexations

1. Borough 1incorporation election-average cost
(X number of boroughs proposed by study)

$7.8 X 12 proposed boroughs =

2. Annexations - local election cost
Per single community or precinct involved
(Anticipating 2 precincts/communities per
annexation proposed X 5 proposais =

SUBSEQUENT ELECTION FOR EACH BOROUGH
ACTUALLY INCORPORATED:

Based on: 3 Additional borough elections each
1. Charter commission election
2. Initial officers election
3. Run-off election

Average cost of each borough election
(X 3 subsequent elections)

$7.8 X 3 subsequent elections = $23.4
$23.4 X 12 possible incorporations = $ 280.8

EACH SUBSEQUENT REAA/CRSA REAPPORTIONMENT ELECTION 5.1
REAA/CRSA Reapportionment Election
Average cost per single community or precinct
(Anticipating 3 precincts/communities per
REAA/CRSA reapportionment

TOTAL $ 396.5



Sponsor Substitute for HB 1

Sponsor Substitute for HB 1 is an effort to provide procedures and
incentives for borough incorporation. A vital part of this new
approach is the Ianﬂuage in Section 3 that allows residents within a
region to vote on wnether or not they wish to incorporate as an
organized borough (ie. "optional" rather than "mandatory" borough
incorporation).

The following is a brief by section on the draft for SSHB1:

Section 1. Forms a 7 member committee on municipalities within
the Department of Community & Regional Affairs. The committee
shall consider means to reduce disincentives and enhance incentives
for borough formation, review means to ensure equitable
distribution of financial aid to municipalities, and shall submit its
report to the Legislature,

Section 2. Directs the local boundar% commission to conduct a
study on possible boundaries for new Dboroughs and possible
annexations by existing boroughs. In conducting the study, the local
boundary commission shall consult with existing municipalities,
regional attendance areas, and coastal resource service areas. At
least public hearing shall be held in each region meeting the
standards for borough incorporation or annexation.

Section 3. Upon completion of their study, the local boundary
commission notifies the director of elections in each region meeting
the stanaards of incorporation or annexation. Within 30 days, an
election shall be ordered whereby the residents within that region
elect whether or not to become incorporated or annexed. If the
incorporation or annexation is disapproved, the local boundary
commission mav submit their recommendation to the legislature.

Section 4. For those re?ions to be incorporated, the Department of
Community & Regional Affairs is directed to preﬁare a provisional
home rule charter for the region. The voters of the region may
petition to amend the provisional home rule charter.



Section 5. |If the voters of a region approve borou?h incorporation,
the director of elections shall schedule an election for selecting a
charter commission for a region. The seven candidates receiving the
highest number of votes organize as the charter commission an

shall prepare a proposed home rule charter. Residents of the region
then vote on whether or not to accept the home rule charter. If no
charter is formed or approved, the provisional charter prepared
under Section 4 operates as the charter.

Section 6. Establishes the first Tuesday in October 1995 as the
date of election for the first borough officials.

Section 7. Following certification of the election in Section 6, the
region becomes a home rule borough, and the charter for the borough
is established.

Section 8. Provides an immediate effective date for SSHBL.
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SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 1
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVE LARSON

[ntroduced:
Referred:

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to the incorporation of boroughs, to annexation of certain areas, and to
2 the committee on municipalities; and providing for an effective date."

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

* Section 1. COMMITTEE ON MUNICIPALITIES, (a) A committee on municipalities is

established in the Department of Community and Regional Affairs consisting of the commissioner of

commission or the chair’s designee, and the following members appointed by the governor:

4
5}
6 community and regional affairs or the commissioner’s designee, the chair of the local boundary
7
8 (1) a member of the senate;

9

(2) a member of the house of representatives;

10 (3) an employee or official of a borough or unified municipality;

11 (4) an employee or official of a city in the unorganized borough;

12 (5) a member of a regional educational attendance area school board;

13 (6) a resident of an unincorporated community in die unorganized borough who is a

14 member of a local governing body organized under 25 U.S.C. 476 or a traditional village council of a

-1- SSHB 1
- -..-.; [DELETED TEXT BRACKETED!
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT WORK DRAFT

Native village that meets the requirements of the Alaska Native Claims Settlement Act (43 U.S.C. 1601 -
1628); and
(7) a representative of the Alaska Municipal League.

(b) Members are not entitled to receive compensation, but the members appointed under (a)(3) -
(7) of Lhis section are entitled to per diem and travel expenses authorized for boards and commissions
under AS 39.20.180.

(c) The commissioner of community and regional affairs or the commissioner’s designee shall
serve as committee chair. The committee shall consider means to eliminate or reduce disincentives and
enhance incentives for the formation of boroughs. The commi tee shall also consider ways to ensure
greater equity in the distribution of financial aid to all municipalities. The committee shall submit a
report of its findings and recommendations to the legislature and to the local boundary commission by
January 1, 1994. The Department of Community and Regional Affairs shall make copies of the report
available to all municipalities.

(d) The committee terminates upon submission of its report under (c) of this section.

* Sec. 2. BOUNDARY STUDY, (a) The local boundary commission shall conduct a boundary study

of the unorganized borough to determine
(1) which regions meet the standards set out in AS 29.05.031 for borough incorporation;

and
(2) which areas should be annexed to existing boroughs or unified municipalities.

(b) In conducting the boundary study, the local boundary commission shall consult with existing
municipalities, regional educational attendance areas, and coastal resource service areas. The commission
shall conduct at least one public hearing in each region found to have met the standards for borough
incorporation and in each area the commission detennines should be annexed. The study must be
completed by May 1, 1994.

* Sec. 3. ANNEXATION OR BOROUGH FORMATION, (a) After completing the boundary study,
the local boundary commission shall notify the director of elections of each region the commission
detennines should be incorporated as a borough and each area the commission determines should be
annexed. Within 30 days after notification, the director of elections shall order an election in each
region and area to determine whether the voters desire borough incorporation or annexation in
accordance with the boundary study. The elections shall be held before December 1, 1994.

(b) The director of elections shall supervise each election in the general manner prescribed by

-
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the Alaska Election Code (AS 15). The state shall pay all election costs.

(c) The director of elections shall certify the election results. If an annexation is approved, the
annexation is effective when the election results are certified. If a borough incorporation is approved,
incorporation is effective in accordance with sec. 7 of this Act

(d) If an annexation is disapproved, the local boundary commission may submit the proposal for
annexation to the legislature under AS 44.47.567 - 44.47.583. Ifaborough incorporation is disapproved,
the commission may submit the proposal for incorporation to the legislature during the first 10 days of
the First Regular Session of the Eighteenth Alaska State Legislature. A proposal for borough
incorporation may be disapproved by a concurrent resolution adopted by a majority of the members of
each house within 45 days after the proposzJ is submitted to the legislature. If it is not disapproved,
borough incorporation becomes effective in accordance with sec. 7 of this Act.

* Sec. 4. PROVISIONAL HOME RULE CHARTER, (a) By March 1, 1995, the Department of
Community and Regional Affairs shall prepare a provisional home rule charter for the boroughs to be
incorporated under this Act. The charter must provide that each new borough exercise only those powers
a home rule borough must exercise by law.

(b) The voters of a region scheduled for incorporation under sec. 3(c) or (d) of this Act may
petition the department for an amendment to the provisional charter for that new borough. If the
department determines that at least 15 percent of the number of voters who voted in the last general
election in the region have signed the petition, the department shall submit the proposed amendment to
the director of elections.

* Sec. 5. CHARTER COMMISSION, (a) If a borough incorporation is approved under sec. 3(c)
of this Act, the director of elections shall schedule a charter commission election in the region to be held
by March 1, 1995. Any person who has been qualified to vote in the region for at least one year
immediately preceding the date set for the charter commission election may become a charter
commission candidate by notifying the director of elections. The notification must be received by the
director at least 30 days before the election date. If at least seven candidates have not notified the
director by the deadline, no charter commission election may be held. If an election is held, the seven
candidates receiving the highest number of votes immediately organize as a charter commission.

(b) The Department of Community and Regional Affairs shall provide staff and administrative
assistance to each charter commission organized under this section. Charter commission members serve

without compensation, but are entitled to per diem and travel expenses authorized for boards and

3 SSHB 1
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commissions under AS 39.20.180.

(c) The charter commission shall prepare a proposed home rule charter. The charter must be
signed by a majority of the commission members and filed with the director of elections. The
commission shall hold at least one public hearing on the charter before signing and filing it. The
director of elections shall submit the proposed charter to the voters at an election held before the first
Tuesday in October 1995. if the charter is approved, it becomes effective on the first Monday following
certification of the election of initial borough officials.

(d) If no charter is prepared and approved by the voters under this section, the provisional
charter prepared under sec. 4 of this Act, together with any proposed amendments adopted at the election
of initial officials, operates as the charter for the new borough.

* Sec. 6. ELECTION OF INITIAL OFFICIALS. On or before the first Tuesday in October 1995,,
the director of elections shall hold an election of initial borough officials under AS 29.05.120 in each
borough scheduled for incorporation under this Act. Unless a borough has already adopted a charter
under sec. 5 of this Act, any proposed amendments to the provisional, charter of the borough received
by the director under sec. 4(b> of this Act shall be submitted to the voters at the election of initial
borough officials.

* Sec. 7. INCORPORATION OF NEW BOROUGHS, (a) A region is incorporated as a home rule
borough on the first Monday following certification of the election held under sec. 6 of this Act The
home rule charter adopted under sec. 5 of this Act or the provisional home rule charter prepared by the
Department of C  munity and Regional. Affairs under sec. 4 of this Act, together with any charter
amendments approved by the voters, operates as the charter for the new borough.

(b) AS 29.05.140 and 29.05.190 - 29.05.210 apply to boroughs incorporated under this section,

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

SSHB * o&
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Official Business P.O. Box V
State Capitol

Juneau, Alaska 99811

HUBM{fIBMffliM February 6, 1991

T0: House Community & Regional Affairs Committee
FROM: Representative Ronald L. Larson

RE HB 1, Borough formation

Once again | have introuuced HBI, legislation dealing with borough
organizaiton in the unorganized boroughs of Alaska.

Unlike versions of HB1 that have been introduced in the past, the hil
before you today does not mandate borough formation. Rather, it mandates
the Local Boundary Commission to conduct a study to determine which
areas should be incorporated as new horoughs and which should remain in
the Unorganized Borough. During the study* the Commission is required to
consult with existing municipalities, regional attendance areas, coastal
resource service areas, and would be required to hold at least one public

hearing in. area.

Provisions within HB1 are based largely upon the recommendations made
by the Local Boundary Commission in their report Statement on Borough
Government in Alaska (see attached). The Local Boundary Commission has
also exEressed their suPport for h'B1 to be considered by the Legislature.
While their preference for borough formation has always been for citizen
intiative, the Commission recognizes that this is not likely to occur
"without significant changes to the existing structure of regional service
delivery in Alaska." It is important to note that over 90 per cent of those
Alaskans who live in boroughs live in boroughs that were mandated by the

State.

Thank you for your time and consideration of this issue.



STATE OF ALASKA

LOCALBOUNDARY COMMISSION

949 EAST 36TH AVENUE, SUITE 405, ANCHORAGE,ALASKA 99508
TELEPHONE 561-8586

CB. BETTISWORTH, CHAIRPERSON
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STATEMENT ON BOROUGH GOVERNMENT IN ALASKA

The Local Boundary Commission (LBC) was established
under Alaska™s Constitution to deal with, certain critical
local government matleis. Itsconstitutional a,u), statutory
duticsincludemaking studiesoflocalgovernment boundary
problems and judging proposalsfor borough incorporation
and annexation. The LBC consists of five members ap—
pointed by theGovernor. Itisindependent ofall Stateugen-
ciesami other boards.

Duetoasubs lan tial increase in interestconcerningborough
government, conflictsover regionaljurisdictionhave begun
to surface in several areas of the state (e.g. annexation by
existing boroughs vs. incorporation ofnew boroughs). The
L B C feelsthat deal ingvtithsuchmattersona piecemeal basis
is neither efficient nor effective. Therefore, the LBC has
developed thisstatement inan effort togenerate discussion
among citizens of thestate, policy makers and lawmakers
concerningfuture regional servicedelivery inAlaska. This
statement was formal lyadovted by the LBC on December 2,
1S88.

INTRODUCTION

The structure for the delivery of regional services in
Alaska isin need of improvement It can be argued
that the evolution of regional government over the
past thirty years appears to have fallen short of the
intentofthe State Constitution. The presentsystem for
the delivery of regional services is inequitable and, in
some respects, inefficient. While thereisa strong need
tochange the system inorder toimprove the delivery
of local government services to all Alaskans, substan-
tial barriers stand in the way.

CONSTITUTIONAL INTENT FOR THE
FORMATION OF BOROUGHS1

The State Constitution provides the framework for
borough governments. Article X, Section 3 of the
Constitution provides that "The entire state shall be

divided into boroughs, organized or unorganized."
Senator Vic Fischer,a member of the Committee on
Local Governmentat the Constitutional Convention,
wrote that the initial principles set forth by the Com -
mittee included the guideline that “provisionshould be
made forsubdividingall Alaska into local units (boroughs)
based on economic, geographic, social, and political factors;
initially not all need be organized" (em phasis added)?

It was clearly the position of the Local Government
Committee that "although voluntary incorporation v<as
preferable, organized boroughs should be created without
approval in thearea ifconsidered necessary by the state.”
Further, the Committee believed that "the state may
want tomandate incorporation ifan area isdeemed tohave
reached a positionwhere "itshould take on theburden of its
own governmentV'3

INTENT VS. IMPLEMENTATION
During the first four years of statehood, only one
borough had formed. The area encompassed by that
borough was a mere 873 of Alaska's 586,400 square
miles. By 1963, the need for the creation of boroughs
inotherareas of the state became so apparent that the
Legislaturewaswilling toadopt "oneofthemost contro—
versial statutes ever passed by an Alaskan legislature” —
the Mandatory Borough Act.4 This act required the
formation of boroughs in the regions encompassing
Ketchikan, Juneau, Sitka, Kodiak, the Kenai Penin-
sula, Anchorage, the Matanuska and Susitna Valleys,
and Fairbanks.

Presumably, boroughs were mandated for those re-

gionsbecause, in the words of the Local Government

Committee, they were "considered necessary by the

slate” and each area was “deetited to have reached a

positionwhere itshould takeon the burden of itsown gov—
ernment.”

CH



Following the Mandatory Borough Act, only four
more horoughs were formed. Today, more than 30
years after Alaskans ratified the State Constitution,
only one-third of the stale lieswithin boroughs.

THE PRESENT SYSTEM OF
GOVERNMENT IS INEQUITABLE

Flawsin the presentsystem becomeapparentwhenan
examination ismade of who bears the burden of pro-
viding municipal services. Boroughsare obligated by
law to provide certain services, including education.
Educationisthe largestexpenditure of virtually every
borough. Thebudgetsofsome boroughsdedicate as
much as90% ormoreoftheirtotal revenuesforeduca-
tion.

Residentsofmunicipal school districtswill contribute
more than $125 million statewide tosupporttheopera-
tion of theirschools during this year.5 Substantial ad-
ditional local funds will be spent on debt service for
capital improvements to educational facilities in mu-
nicipal school districts.

However, those who live outside municipal school
districtspay no taxesinsupportofschooloperationsor
capitalconstruction. Asaconsequence, the Statehas to
provide substantially higher financial aid to the non-
municipalschooldistricts. Infact,25% ofthe total State
aid for operation of schuols is dedicated to non-mu-
nicipal school districts. The student population of
these districts equals 12.7% of the total student popu-
lation .in the state.6

Ironically, one of the principal factors leading to the
1963 Mandatory Borough Actwas the desire to "pro—
videfor taxequalization." Representative John L. Rader,
theauthorofthe Act,noted that, "iftaxequalizationwas
to bemeaningful, ftcould not be piecemeal. Mandatory in—
corporation of boroughs would be necessary in all areas
which could fessibly be included within u borouvh and

which did not incorporate on local initiative'7 (emphasis
added).

While education funding epitomizes the inequities in
the current structure, italone-isnot the only disparity”.
Similarconcerns can be expressed over public safety,
maintenance of transportation facilities, public plan-
ningand otherservices. Thereareanumberofregions
in Alaska where no taxes are levied in support of
public services.

THE DISTRIBUTION OF
RESOURCES IS INEQUITABLE

A recentstady by the Departmentof Community and
Regional Affairsnoted vastinequities in the resources
available tosupportexistingandpotentialboroughsin
thestate. Nowhereisthismoreevidentthanin thearea
of property available for taxation. On the prosperous
end of the spectrum, one borough in Alaska enjoys a
property taxbaseequal to$11,024,197perstudent. The
tax base of the borough on the other end of the spec-
trum is less than 2% of that figure (§143,583 per stu-
dent).

Like boroughs, some unincorporated regions of the
state have substantial resources and some have few.
Forexample,one unincorporated region has a poten-
tial tax base amounting to $2,654,954 per student.8 A
number of otherunincorporated regions of the state
have so little in the way of resources, that there is
‘irtunlly no potential that any borough could be
formed under thepresentstructure. However, property
valuesare not theonly measureofaregion'sability to
supportaborough. A numberof regions may have
Limited property values but contain substantial re-
sources (e.g. fish and timber) which could serve asa
means to support a borough. The disparities in re-
source distributionare amajorimpediment to the for-
mation of boroughs in several regions throughout
Alaska.

STATE FINANCIAL AID PROGRAMS
NEED MODIFICATION
SomeoftheState'smostimportantmunicipal financial
aid programs (e.g.school foundation formula, munici-
pal assistance, state revenue sharing and state-shared
fisheries taxes) have traits which warrant examina-

tion.

The inequity of the school foundation formula with
respect to unincorporated regions vs. municipal
school districts wasdiscussed earlier. However, there
are othersignificantinequitiesin thatprogram. For ex-
ample, municipal school districts are required to con-
tribute to theirschools, the lesserof: 1" equivalent
of ad mill properly taxor" * el of "basic
need" calculated by the State. .0f the state's
thirty-three municipal school districts fall under the
requirementtocontribute the 4 millequivalent. How -
ever,in'other two fall under the optional provision.9
Both of these municipalities enjoy relatively high
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property values. Inone case, the law requires that the
borough contribute a millage rate equivalentofonly
033 mills in support of education. This isonly one-
twelfth of the amount required for the 31 other municipal
school districts. Elimination of thisinequity would save
the State in excessof $10 million annually.10

Inequities are found in programs other than those
relating to education. The Municipal Assistance Pro-
gram haselementswhich arenotonly inequitable,but
extremely arbitrary. Under thatprogram, a borough
formed after June, 1977 with a population outside of
citiesranging from 2,207 to 4,097 would receive vastly
greateraid overwhatitwould receiveifitspopulation
wereeitherhigherorlowerby evenoneperson. Thus,
a new borough with a population of 2,207 would
receive nearly $1.4 million in annual program funds
while aborough witha population 0of2,206 would re-
ceive less than $200,000 in annual payments.

Policy concernsabound with respect to factorsused in
the State Revenue Sharing Program (e.g. population
and local ta« effort determinations). Concerns over
perceived inequitiesin thisprogram have led to court
challenges in the past.

Thestructureofthe State-shared fisheriestaxprogram
actually serves as o substantial disincentive to the
formation of boroughs in certain areas of the state.
Underthepresentlaw i'omecitiesoutsideofboroughs
would loseseveralhundredsof thousandsofdollarsin
annual program payments if their regions incorpo-
rated.

SOME BOROUGH BOUNDARIES
ARE NOT REASONABLE
Some of today's boroughs have boundaries which
present unique problems for efficient delivery of re-
gional services. An interesting example of this is the
Haines Borough. Klukwan, which is located well
within thebordersoftheborough, existsasa "jurisdic-
tional hole" in the borough. Educational services in
Klukwan are not provided by the borough, but by the
State operated Chatham Regional Educational Atten-
dance Area (REAA). The seat of the school district is
located in Angoon, a community approximately 170
airmiles distant. Itisapparent thata more reasonable
approach to serving Klukwan's education needs
would likely be through the borough surrounding it.

It should also be noted that the boundaries of four of
the eightboroughs formed pursuant to the mandatory

Borough Actwerenotoriginally setaccording to stan-
dards used today. Rather, those boroughs had their
boundaries setalong State election district lines. The
LBC substantially modified the boundaries of one of
those boroughs upon petition shortly afterincorpora-
tion. However, the boundaries of the remaining three
boroughs are substantially unchanged.ll Their bor-
derswould notnecessarily meet today'sstandards for
the formation of boroughs. Boundaries of other bor-
oughs in the state have not necessarily kept pace with
development within their regions.

CURRENT STRUCTURE IS INEFFICIENT

The present configuration of school districts sur-
rounded by otherschooldistrictsisoneexampleofthe
inefficiencies of the current structure. Regardless of
the size of each district (which canbe eitheran REAA,
a first class/home rule city in the unorganized bor-
ough, or a borough) each maintains independent
administrative structures. Establishing boroughs
throughout the state would consolidate many of the
smallerschooldistrictsand producemillionsofdodars
in savings throughout the state. The most dramatic
example Ofthiscan be found in Southeast Alaska. Ifa
borough were formed along the lines of the Southeast
Island REAA (including Metlakatla), eight separate
school districtswould be consolidated into one. Itis
projected that savings from reduced administrative
costs from this one consideration alone would total
$1,400,000"

BARRIERS TO CHANGE

Unless there are overwhelming advantages to entice
residentsofaregion to form aborough, itseems clear
thatifmost Alaskanswere givenachoice, theywould
prefer to remain outside any regional government.
Before the mandatory creation of their borough, resi-
dentsof Anchorage rejected aproposal to incorporate
byamarginofmore than3 to 1. ResidentsofFairbanks
also rejected a voluntary borough by a margin of
nearly 3to2.13 Itiseven more telling that today nearly
96% ofborough residents live inboroughswhichwere
formed under the Mandatory Borough Act.

CONCLUSION AND
RECOMMENDATIONS

The LBC has formed the following conclusions:

4 Because of the disparity of re-
sourcesand problemswith current
State aid programs, a comprehen-

V.



sive evaluation of formulas for
State aid to municipalities and re-
lated mattersis warranted.

* Itislikely that there are unincorpo-
rated regionsof the state which are
presently able to support borough
government. A restructuring of
funding programs could lively ex-
tend financial viability for oorough
formation toallregions o', the state.

* Theconceptofhome ruleboroughs
seems tooffer the greatestopportu-
nity for residents of a region to tai-
lor the form of government to best
meettheirneeds. Underhomerule,
residents of each new borough
would adopt a charter
(constitution) establishing the
powersand duties of the borough.
State law requiresonly thatahome
rule borough provide areawide
education and planning (as well as
tax assessment and collection, if
necessary).

* Few regionsof the stateare likely to
seek formation of boroughs
through the local initiative process.

* Thereisa need to re-examine exist-
ing boroughboundaries.

Therefore, the LBC recommends that the legislature
carefully consider the circumstances discussed in this
statementand examinealternative means to deal with
the issues raised. Although there may he several
others, the following alternatives would seem appro-
priate for consideration: 1) identifying and eliminat-
ing disincentives for the formation of boroughs, 2)
revising State laws and programs to provide greater
equity inthedistributionoffinancial aid tomunicipali-
ties, 3) providing for the incorporation of boroughs
only in those areas which are presently financially vi-
ableand which otherwise meet the standards for bor-
ough formation and 4) providing for the formation of
boroughs in all parts of the state, coupled with a
mechanism to ensure thatall boroughs created in this
fashion are financially viable.

TheserecommendationsoftheLBC havenotheen
made lightly. Itisrecognized thatanyproposal to
change thestatusquo iscertain to generate intense
opposition. Further,itisrecognized thattheissues
and problemsidentified in this statementwill not
be resolved overnight and will require the com -
mitment of substantial resources. Nonetheless,
this statementisissued asa good faith attempt to
carryouttheconstitutional and statutory duties of
the LBC and toseek improvementsin the delivery'
of regional services throughout the state.

While thisstatementhas focused largely on prob-
lemsconcerning the currentstructure, readersare
encouraged toconsider the positive aspectsofthe
issue. The creation of boroughs throughout the
state would provide residents with a meaningful
responsibility and interest in the development of
each region. Boroughs offer effective tools to deal
with a number of the social problems affecting
many parts of Alaska (e.g. alcohol control and
mental health).

Further, by improving economies of scale,a bor-
ough may be able to offer vastimprovements in
the deliveryofservices within aregion. Improve-
ments to the structure of service delivery will
becomeevenmorecritical as State funds available
for public services continue to shrink.

FOOTNOTES

1 As used in this statement, the term "bor-
ough" meansorganized boroughs and unified
municipalities.

2 Victor Fischer, Alaska's Constitutional
Convention (Fairbanks: University of Alaska
Press, 1975) p. 119.

3 Ibid, p. 120.

4 Ronald C. Cease and Jerome Fi. Saroff, The
Metropolitan Experiment in Alaska - A study of
Borough Government (New York: Frederick A.
Praegcr, Publisher, 1968) p. 32.

S Department of Education, Alaska Public
School Foundation Funding Program (March 21,
1988), p. L.



4 1bid, pp. 1 & 3 (proposed FY 89 State aid to
REAA schools is $110,224,629 oif the total of
$442,643,697); (projected FY 89 averagedaily member-
ship for REAA schools is 12,826.5'] while projected
average daily membership for total schools is
100,904.05).

7 Cease and Saroiif, p. 94, (see also pp.87-89,93,
117).

8  Department of Community and Regional Af-
fairs, Regional Government Study (Anchorage; Janu-
ary, 1988) p. 28. Seealso, pp.4 -7 foradiscussion of
disparities in the distribution of other resources
within boroughs and unincorporated regions

9  Technically, a third municipal school district
falls raider the 35% rule, however, the difference be-
tween itsrequired contribution and the 4 mill equiva-
lentisamere $3,01L. In fact, itsrequired contribution
istheequivalentofa3.999228 mill tax. Thus, in effect,
itispaying a4 millequivalent.

10 By requiring each municipal school district to
contribute the lesser of: 1) a 4 mill equivalent or 2)
"basic need" less federal aid (deductible PL-874), a
savingsof$10,234,157would resultinthecurrentyear.
Sucharequirementwould still have the districts with
large tax basespaving far less than a4 mill equivalent
(0.95millsinonecaseand 2.42 mills in the other case).
Itisbelieved thatthischange in the formula could be
made without violating federal equalization require-
ments relating to local supportof schools.

1L The boundaries of the Fairbanks North Star
Borough originally included some 23,110 square
miles. Two days afterthe borough was incorporated
undertheMandatoryBorough Act, theLBC approved
the detachment of some 17,082 square miles to the
southand theannexationofsome 1,333square miles to
the west. Thebound.: ‘esoftheKenai, Anchorageand
Matanuska-Susil'a boroughs remain largely un-
changed from those established 25 years ago

12 See Table C.4 of A New Mandatory Borough
Act: Local Education Costsand Potential Revenues of
Newly Created Boroughshy House Research Agency
of the Alaska State Legislature, February, 1988.

13 Cease and Saroff, p. 30.

(page6isamap of Alaska showing which regions
0f the Stateare incorporated and which are not.)



Unified Home Rule Municipalities

1. Municipality of Anchorage
2.City and Borough of Juneau
3.City and Borough of Sitka

Home Rule Boroughs

4. North Slope Borough
5. Northwest Arctic Boroueh

Second Class Boroughs

6. Aleutians EastBorough

7. Bristol Bay Borousg

8. Fairbanks'North Star Borough
9. Kenai Peninsula Borough

10. Ketchikan Gateway Borough
11. Kodiak Island Borough

12. Matanuska-Susitna Borough

Third Class Boroughs
13. Haines Borough
Note: The Unorganized Borough

consists of the unshaded
area.

Regional Educational Attendance Areas

A. Bering Straits
B.Lower Yukon
C. Lower Kuskokwim
D. Kusg

E. Southwest Region
F.Lake & Peninsula
G. Aleutian Region
H. Pribilof Islands
|. Adak Region

J. Iditarod Area

K. Yukon - Koyukuk

L. Yukon Flats

M. Railbclt

N. Delta/Grecly
0. Alaska Gateway
P. CopperRlver
8 Chatham
Southeast Island

S. Annette Island

T.Chu H

U. Kashunamiut (not to scale)
V. Yupiit (not to scale)

* Location of First Qass
and Home Rule Cities
situated in the
Unorganized Borough

Route of the Trans-Alaska

Oil Pipeline
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OFFICE OF THE COMMISSIONER

February 6, 1991

POSITION PAPER

RE: HOUSE BILL 1

SPONSOR: Representative Larson

Program Effects of Bill

The bill calls for a study by the Local Boundary Commission to
determine which areas of the unorganized borough should be
incorporated as new home rule boroughs and which areas should
be annexed to existing boroughs. Proposals for annexation and
incorporation would be submitted for consideration by the
legislature under the terms of Article X, Section 12 of the
Constitution. A committee would be formed to examine
inequities in State funding for local services.

Comments

This bill has evolved from legislation considered by the
Fifteenth and Sixteenth Alaska Legislatures. The Department
previously provided extensive <comments on those bills. The
comments offered here focus on the current bill, while in some
cases observing the differences from past proposals.

Section 1. Boundary Study, The Local Boundary Commission
(LBC) is actively engaged 1in a study essentially identical to
the one outlined in Section 1 (a) and M) . The only

distinction 1is that the LBC"s efforts focus on boundaries to
the intentional exclusion of matters relating to the financial
viability of prospective boroughs. The project is scheduled
for completion in June of 1992.

With respect to financial viability, the Department completed a
series of borough feasibility studies for nearly all regions of
the wunorganized borough in 1988 and 1989. Thus, the study
requested by this proposed legislation could in fact be
accomplished by completion of the LBC"s "model boundaries
study* in conjunction with an update to the Department®s
earlier borough feasibility studies.

21-PILH ..
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Section 1(c). This subsection of HB 1 differs from CSHB 1
(C&RA) considered by the 1990 legislature by providing for
mandatory borough 1incorporation through submittal of a proposal
from the LBC to the legislature. While the Department
appreciates the efficacy of thisapproach, the Department and
LBC have long maintained that boroughs should be <created

through popular vote. In point of fact, the Commission has
counseled against mandatory incorporation on several occasions
while supporting local initiative. The success of this

approach however, may depend to a large degree upon the
effectiveness of the Commission®s call for the examination of
State funding formulas to promote equity among vregions and to
eliminate disincentives for borough formation and annexation.

Sections 2 through 4. These sections appear to incorporate
suggestions raised 1in the past by the Department in review of
earlier versions of the bill. It streamlines a process that

was originally much more complex.

Section 5. While this section of the bill incorporates past
suggestions from the Department, it vraises new concerns. The
current version <creates a "Committee on Municipalities” to
consider means to eliminate or reduce disincentives and enhance
incentives for borough formation. While the Committee consists
of members representing appropriate bodies to carry forward its
tasks, the committee falls short of comprehensive
representation. The Committee should 1include a representative
from a regional education attendance area, either an elected or
paid official. It would also benefit greatly from the
appointment of. a representative from a first class or home rule
city in the unorganized borough. Several such cities expressed

interest in reclassifying to second class status over the last
year in order to eliminate their current obligations to fund
education services. A representative from a city in this
situation could offer valuable insight on ways to provide
equity 1in state funding for local services.

Additionally, Section 5 fails to provide for distribution of
the Committee®s report to anyone other than the legislature.
As in past comments on similar versions of the bill, the report
would benefit greatly from <circulation to all municipalities
and other interested parties.

General Comments

The extension of organized borough government to wunorganized
areas of the state offers both attractions and challenges.

Among them are:

< Fulfillment of Constitutional 1intent: Article X, Section 3
of the Constitution of the State of Alaska requires all
areas of the state to be divided 1into boroughs. Areas which

meet the standards for borough incorporation (including
financial resources) were 1intended to organize.
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Improved local <control; Home rule boroughs provide the
most effective means to transfer power to local residents.
Decisions about local issues are made by Jlocal elected
officials.

Greater local revenue generating capacity; As State
revenues decline, the ability to generate local revenues
becomes more critical. Given their vast regional

boundaries, boroughs enjoy unrivaled capacity to generate
revenues.

Improved Tribal-State relations: Home rule governments
permit the greatest degree of cultural sensitivity to
traditional institutions and values. A home rule borough

would enable Alaska Natives to develop regional governments
which respond to many of the moral and cultural problems

facing villages today. This more acceptable and suitable
form of government would likely 1improve vrelations between
the State and Native villages. This, in turn, might

preempt the development of a separate Tribal-Federal
relationship that excludes State participation.

More efficient structure: In the past six years, four new
boroughs have formed. These new boroughs have proven to be
highly efficient service providers, in some <cases saving
several hundreds of thousands of dollars annually through
consolidation of school operations and other services.

0 Greater local responsibility for service delivery; Under
current <circumstances, local residents of parts of the
unorganized borough pay nothing for government services.
In some instances, this has led to a diminished concern at
the 1local 1level about the cost of such services. Borough
government would require local support for certain services
and thus bring a measure of increased responsibility 1in the

delivery of services.

Conclusion. Historically, Alaskans have objected strenuously
to borough formation. In fact, most organized boroughs owe
their existence to a 1963 mandate from the legislature. More
than 95% of borough residents live in boroughs formed under the
1963 Mandatory Borough Act. Nonetheless, boroughs have proven
to be effective and efficient service providers as envisioned
by the Constitutional Convention delegated when they 1laid the
foundation for this unique form of 1local government thirty-five

years ago.

For the reasons cited above, the Department supports the policy
directions of parts of House Bill 1 and opposes others. The
Department intends to offer related proposals during the

current session.

Edgar Blatchford, Commissioner
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EMPLOYEE DAYCARE
GRANT INCOME
SALES/DAY CARE

TOTAL TNCOVE

Advertls, (ng/Promo
Auto Expenses
BANK FEES

CASUAL LABOR
Dues/Subscriptions
FOOO SUPPLIES
Insurance
Legal/Accounting
Misc. Expense

O ffice Jupplies
Payroll Taxes
Postage

Rent Paid v
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Salaries/Wages
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Telephone
TOYS/EOOKS
TRAINING
Travel/Entrtainmnt
U tilitie s BONBAB

TOTAL EXPENSE

NET INCOME

JAN
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FISCAL YEAR ENDING IN 1991

APR
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15
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105
752

546
153

328

1000
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MAY JUN
INCOME
540 300

10041 10450
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JUL
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9631
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110
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1000
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