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Senator John Torgerson

COMMITTEE SUBSTITUTE FOR SENATE BILL 280(FIN) am
SPONSOR STATEMENT

The Alaska Constitution states "that all persons are equal and entitled to equal
rights, opportunities, and protection under the law; and that all persons have
corresponding obligations to the people and to the State." (Article 1, Section 1)
Unfortunately, this is not the case today, particularly in regard to local efforts
required for state programs. Education is just an example of where one part of
the State does not have to contribute anything, while others are required to
contribute large amounts.

The constitution also states that "The entire State shall be divided into
boroughs, organized or unorganized.” (Article X, Section 3) It requires that
boroughs formed embrace an area and population with common interests to the
maximum degree. Alaska statutes further stipulate that the borough population
be "integrated as to its social, cultural, and economic activities." The
unorganized borough of Alaska fails to meet this criteria. Itis recognized that it
embraces an area thatis greatly diverse in interests and activities.

CSSB 280(FIN)am is the first step in resolving the above conflicts and concerns.
The Department of Community and Regional Affairs is directed to subm it third-
class borough incorporation proposals for all areas of the unorganized borough
to the Local Boundary Commission. These proposals are to be based upon the
model borough boundary report issued by the Local Boundary Comm ission.
Once aproposal isaccepted by the commission, elections are held in the regions
to see if the residents wish to become incorporated. |If so an election for
assembly members and the selection of borough powers is held and the boroughs
are formed upon the certification of the election.
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If a region chooses not to incorporate, it becomes a separate unorganized
borough. On January 1 of the following year, an annual tax of six mills or the
equivalent of such is levied on the full and true value of taxable property in that
region. The department of Community and Regional Affairs is directed to
present proposed methods of levying and collecting taxes in the separate
unorganized boroughs to the legislature by January 1,1998.

This legislation differs from previous state attempts at incorporation in that it
references a specific report as a starting point, sets a deadline for the boundary
proposals to be submitted, provides a timeline for the process of borough
incorporation, gives the residents the choice of incorporating, and allows for
state taxation of the unorganized borough in the event residents choose not to
incorporate.

The incorporation of the imorganized areas of the state into boroughs has many
advantages both to the state and to the areas themseives. The formation of
boroughs and the transfer of duties and responsibilities from the state allow
greater local involvement in decision making that directly affects the residents.
Currently these residents mustdepend on lawmakers to make these decisions for

them .

W hile a certain amount of revenues, as well as costs, will be shifted to local
governments, there can also be substantial savings realized by the consolidation
of services that could occur through borough formation. In the long run, the
organization of the entire state into boroughs is the most cost-effective way of
providing comparable and equitable services to all the residents.
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Senator John Torgerson

COMMITTEE SUBSTITUTE FOR SENATE ETLL 280 (FIN) AM
SECTIONAL ANALYSIS

Section 1: Legislative finding and purpose

Section 22 Amends AS 29.05.031(a) "Incorporation of aborough or unified
municipality” to include third classboroughs

Section 3: Requires the Department of Community and Regional Affairs
to submit third class borough incorporation proposals for all
parts of the unorganized borough to the Local Boundary
Commission. These proposals are to be based on the 1995
report entitled "Model Borough Boundaries." At least one
public hearing must be held in each community of at least 500 in
the region covered by each proposal.

Directs the state assessor to estimate the full and true value of
taxable property in the unorganized borough by January 1,
1997. The borough incorporation proposals are to be subm itted
according to the following schedule.

« by July 1,1997: modelboroughs with an FY 97 estimated full
property value of $550,000,000 or more

« by July 1,1998: modelboroughs with an FY 97 estimated full
property value of $350,000,000 or more

« by July 1,1999: modelboroughs with an FY 97 estimated full
property value of $75,000,000 or more

« by July 1,2000: modelboroughs with an FY 97 estimated full
property value of less than $75,000,000 or more
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Section 4:

Section 5:

Section 6:

Requires the commission to make a determination on each
borough proposal within 6 months of its receipt. Directs the
commission, after accepting each proposal to notify the
director of elections of its acceptance.

Directs the Division of Elections, within 30 days after receiving
notice from the Local Boundary Commission of its acceptance
of an incorporation proposal, to order an election in the
proposed borough to determine whether the voters desire
incorporation, and if so, to elect the initial borough officials.
Requires the election order to specify the dates during which
nomination petifions of election of initial officials may be filed.

States that if a majority of the voters voting on the question
approve incorporation, aregion isincorporated as a third class
borough on the first Monday following certification of the
election.

States that AS 29.05.130-29.05.150 (Integration of special
districts and service areas; Transition; and Challenge of
legality) and AS 29.05.190-29.05.210 (Organization grants to
boroughs; Organization grant fund; and Transitional
assistance to boroughs) apply to the boroughs formed by the
legislation.

Stipulates that if the voters in a region disapprove
incorporation, the region becomes a separate unorganized
borough on the first Monday following certification of the
election.

Further stipulates that on January 1 of the year following the
election's certification, an annual tax of six mills is levied each
year on the full and true value of taxable property in that
unorganized borough. Money from the taxes levied may be
appropriated for funding for regional educational attendance
areas.



Section 7:

Section 8:

The state assessor is directed to assess the property; collect the
taxes levied and deposit them in the general fund; and perform
the mandatory duties of a municipality, a board of
equalization, or a municipal officer under AS 29.45.010-
29.45.500. except that the state assessor may not act through
the adoption of an ordinance or grant exemptions from
taxation not required under AS 29.56.010-29.45.500.

Directs the department of Community and Regional Affairs to
develop a proposed method of levying and collecting taxes in
the separate unorganized boroughs, proposed rates of
taxation, and a proposed method of establishing boards of
equalization,

The department is to submit draft legislation to the legislature
by January 1998 which establishes a tax system, rates of
taxation and a board of equalization in each of the
unorganized boroughs. The legislation is to conform the
statutes to this act, hov/ever it may modify the property tax
imposed under this legislation.

Repeals AS 29.05.011(a)(5) which requires a community that
wishes to incorporate to show a demonstrated need for city
government;

Repeals AS 29.05.021 "Limitations on incorporation of a city."

Repeals AS 29.05.031(b) which prohibits the incorporation of a
third class borough

4



CS SENATE BILL 280(FIN)am

The Local Boundary Commission report entitled "Model Borough Boundaries”
creates 19 new boroughs, expands 5 existing boroughs and leaves 11 boroughs
unaltered. Senate Bill 280 directs the Department of Community and Regional
Affairs and the Local Boundary Commission to follow this report in creating
boroughs in the unorganized part of the state, while allowing the commission
modify the borders to account for recent developments,

Organized Boroughs and Unified Municipalities Unaltered by Report

Aleutians East Borough Kodiak Island Borough North Slope Borough
Municipality of Anchorage Lake & Peninsula Borough Northwest Arctic Borough
Kenai Peninsula Borough M atanuska-Susitna Borough City & Borough of Sitka

City & Borough of Yakutat

Organized Boroughs Expanded by the Report

Denali Borough Haines Borough Ketchikan Gateway Borough
Fairbanks North Star City & Borough of Juneau

Organized Boroughs Created by the Report

Aleutian-Military \Combine Glacier Bay Prince William Sound
Aleutians-W est / Iditarod Region Pribilof Islands
Annette Island Reserve Kuspuk Southwest Region
Bering Straits Lower Kuskokwim Upper Tanana Basin
Chatham Lower Yukon W rangell/Petersburg
Copper River Basin Prince of Wales Island Yukon Flats

Yukon-KoyuKuk



Schedule of Incorporation

o By July 1,1997, those model boroughs with an FY 94 estimated full property
value of $550,000,000 or more.

« By July 1,1998, those model boroughs with an FY 94 estimated full property
value of $350,000,000 or more

« By July 1,1999, those model boroughs with an FY 94 estimated full property
value of $75,000,000 or more

« ByJuly 1,2000, those model boroughs with an FY 94 estimated full property
value of under $75,000,000.

E TROUGH FY 94 FULL VALUE POPULATION PER CAPITAVALUE YEAR FORM
Prince William Sound 1,272,675,200 7,613 167,171 1997
Copper River Basin 668,865,000 2,935 227,893 1997
Upper Tanana 554,095,700 5,160 107,383 1997
Yukon Koyukuk 522,226,500 3,318 157,392 1998
Yukon Flats 435,075,000 1,485 292,980 1998
Aleutians West/Military 361,910,300 4,505 80,335 1998
Wrangell-Petersburg 350,186,100 6,352 55,130 1998
Lower Kuskokwim 339,446,800 13,009 26,093 1999
Bering Straits 235,140,200 8,763 26,833 1999
Prince of Wales 138,869,900 5,290 26,251 1999
Dillingham-Nushagak 171,120,300 4,356 39,284 1999
Lower Yukon 94,081,000 6,491 14,494 1999
Pribilof Islands 59,525,400 793 75,064 2000
Glacier Bay 56,598,300 2,059 27,488 2000
Chatham Region 34,490,300 1,594 21,638 2000
Kuspuk 31,950,000 1,575 20,286 2000

Iditarod 30,600,000 1,545 19,806 2000



Schedule of Borough Incorporation based on FY 94 estimated full & true property values

July 1,1997: Borough incorporation proposals for the Copper River Basin, Prince
William Sound and Upper Tanana

* Local Boundary Commission accepts borough proposal by January 1,1998;

« Division of Elections holds election for incorporation as third class borough by March
31.1998

« Borough incorporation if approved occurs approximately mid-April 1998
Organizational grants, transitional assistance and phase in of required local
contribution begins and occurs over a four-year period.

* Leving of Tax if incorporation was disapproved begins January 1, 1999.

July 1,1998: Borough incorporation proposals for Aleutians Military/W est, Yukon
Flats, Yukon-Koyukuk, and Wrangell-Petersburg

 Local Boundary Commission accepts borough proposal by January 1, 1999;

e« Division of Elections holds election for incorporation as third class borough by March
31.1999

« Borough incorporation if approved occurs approximately mid-April 1999
Organizational grants, transitional assistance and phase in of required local
contribution begins and occurs over a four-year period.

e Leving of Tax if incorporation was disapproved begins January 1, 2000.

July 1,1999: Bering Straits, Lower Kuskokwim, Lower Yukon, Prince of Wales,
Southwest Region (Dillingham-Nushagak)

e Local Boundary Commission accepts borough proposal by January 1, 2000;

« Division of Elections holds election for incorporation as third class borough by March
31.2000

» Borough incorporation if approved occurs approximately mid-April 2000
Organizational grants, transitional assistance and phase in of required local
contribution begins and occurs over a four-year period.

e Leving of Tax if incorporation was disapproved begins January 1, 2001.

July 1,2000: Chatham, Glacier Bay, lditarod, Kusupuk, Pribiloff, Annette Island
Reserve

e Local Boundary Commission accepts borough proposal by January 1, 2001;

« Division of Elections holds election for incorporation as third class borough by March
31.2001

» Borough incorporation if approved occurs approximately mid-April 2001
Organizational grants, transitional assistance and phase in of required local
contribution begins and occurs over a four-year period.

e Leving of Tax if incorporation was disapproved begins January 1, 2002.



Borough Name

Unchanged Boroughs

Aleutians East
Anchorage
Bristol Bay

Kenai Peninsula
Kodiak

Lake & Peninsula
Mat-Su

North Slope
Northwest Arctic

Sitka
Yakutat

New Boroughs
Prince William

Copper River

Upper Tanana

Yukon Koyukuk

Yukon Flats

Aleutian West

Wrangell/Petersburg

Lower Kuskokwim

Bering Strait

CONSOLIDATION OF SCHOOL DISTRICTS UNDER CSSB 280(FIN) am
If entire unorganized borough incorporates

REAA/School
District

Aleutians East
Anchorage
Bristol Bay

Kenai

Kodiak

Lake & Pen
Mat-Su

North Slope
Northwest Arctic

Sitka
Yakutat

Chugach
Cordova
Valdez

Copper River

Alaska Gateway
Delta/Greely

Tanana
Galena
Yukon/Koyukuk

Yukon Flats
Adak
Aleutian Region 1

Unalaska

Petersburg
Wrangell

Lower Kuskokwim
Yupiit

Bering Strait
Nome

Notes

Consolidate 3
districts into 1

Consolidate 2
districts into 1

Consolidate 3
districts into 1

Consolidate 3
districts into 1

Consolidate 2

districts into 1

Consolidate 2
districts into 1

Consolidate 2
districts into 1

Borough Name

REAA/School

District

Expanded Boroughs

Fairbanks
Juneau
Ketchikan

Haines

Denali

Prince of Wales

Dillingham

Lower Yukon

Pribilof

Glacier Bay

Chatham

Kuspuk
Iditarod

Annette

Fairbanks
Juneau
Ketchikan

Haines
Skagway

Denali
Nenana

Craig
Hydaburg
Klawock
SE Island

Dillingham
SW Region

Kashunamiut
Lower Yukon
St. Mary's

Pribilof

Hoonah
Pelican

Chatham
Kake

Kuspuk
Iditarod

Annette

/

/

\
/

\

\

Notes

Consolidate 2
districts into 1

Consolidate 2
districts into 1

Consolidate 4
districts into 1

Consolidate 2

districts into 1

Consolidate 3
districts into 1

Consolidate 2
districts into 1

Consolidate 2
districts into 1

Total of 20 Schools could be consolidated, changing the total number of school districts from 54 to 34
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MODEL BOROUGH

PURPOSE OF THE MODEL
BOROUGH BOUNDARY STUDY

Article X, Section 3 of Alaska's

constitution requires the entire state to be

divided into boroughs, organized or
unorganized. It further provides that
each borough mustembrace an area and
population with common interests to the
maximum degree possible.

To carry out the constitutional
mandate that the state be divided into
boroughs, the 1961 legislature passed a
law providing that all areas not within the
boundaries ofan organized borough

constitute a single unorganized borough.1

At the time the law was passed, no orga-
nized borough existed. Thus, all of
Alaska was originally within the unorga-
nized borough. The establishment ofa
single residual unorganized borough was
seemingly done to preserve maximum
flexibility in the setting of boundaries for
organized boroughs.

From its beginning, the unorga-
nized borough has always embraced an
area and population with greatly diverse
interests. Some take the position that the
constitutional r@n&i;ate that each bor-
ough embrace an area and population
with maximum common interests was
neverintended to apply to unorganized

1 Thatlaw is currently codified as AS 29.03.010.

BOUNDARIES

boroughs. However, others take the
opposite view.2

In the late 1980’ four boroughs
attempted to annex portions of the unor-
ganized borough. Several factors precipi-
tated those actions. Among them were
declining State aid to local governments
and local concerns over the allocation
and development ofresources.

The unorganized borough’s lack of
maximum common interests among its
parts also contributed to the borough
annexation frenzy. Insome instances,
the annexation petitions precipitated the
filing of competing proposals to incorpo-
rate new organized boroughs.

In October of 1988, the Kodiak
Island Borough petitioned to annex an
estimated 12,825 square miles. That
prompted residents of the Alaska Penin-
sula to petition for the incorporation of
the Lake and Peninsula Borough. The
proposed Lake and Peninsula Borough
contained an estimated 16,675 square
miles, including much of the territory
proposed forannexation to the Kodiak
Island Borough.

In May of 1989, the Fairbanks
North Star Borough petitioned to annex
216 square miles. The area in question
contained substantial taxable property,

2 The appendix lists the basis for some of the
opposing views.
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comprised principally of pump station #7
of the trans-Alaska oil pipeline and some
16 miles of the pipeline. Residents of the
adjacent area were hostile to the pro-
posed annexation. While the annexation
petition prompted the adjacent region to
conduct a study of the feasibility of form -
ing a borough, no competing

petition was ever

filed.

InJune of
1989, the City
and Borough of
Juneau peti-
tioned to annex
140 square
miles. The area
in question contained the Greens Creek
Mine. Again, while the annexation pro-
posal was resolutely opposed by inhabit-
ants of the adjacent region, no competing
borough proposal was filed.

InJune of 1989, the Matanuska-
Susitna Borough petitioned to annex an
estimated 9,844 square miles to and
including Healy. In October of that year,
residents of the Railbelt Regional Educa-
tional Attendance Area filed a competing
petition for the formation of the Denali
Borough. The boundaries of the pro-
posed Denali Borough encompassed an
estimated 9,406 square miles, including
much of the territory proposed forannex-
ation by the Matanuska-Susitna Borough.
That same month, another group of '
residents filed an unprecedented third e
competing petition forincorporation of
the Valleys Borough. The Valleys Bor-
ough proposal look in an estimated
14,900 square miles, including most of
the proposed Denali Borough as well as
the community of Nenana.

Amid the intensive activity, it was
readily apparent that three groups had a
significant stakes in any borough bound-
ary decision. These were residents
within the proposed boundaries, people
of the adjacent areas and the state as a

whole. Further, itwas amply
evident that proposals for the
formation of new boroughs or
the expansion of
boundaries of
existing boroughs
are sensitive issues
in Alaska. Law-
suits or long-
standing boundary
disputes tend to
erupteach time a borough incorporation
orannexation proposal isadvanced.

On the basis of such factors, the
Commission concluded that, rather than
examining borough boundaries only
when petitions are lodged, itwould invite
public testimony from throughout the
entire state and adopt ‘model borough
boundaries’throughout the unorganized
borough. Such ‘model’boundaries were
to used as a frame ofreference in the
evaluation of future petitions. They were
to be considered when existing orga-
nized. boroughs seek to annex unorga-
nized borough territory orwhen unorga-
nized borough residents petition for
borough incorporation..

The Commission and its staff
provided by the Departmentof Commu-
nity and Regional Affairs (DCRA) began
planning the model borough boundary
study in mid-1989. They focused first on
the areas of the state forwhich borough
annexation or incorporation petitions
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were pending. The effort to determine
specific boundaries began in earnest in
1990 and was completed by the end of
1992. Specific funding for the project had
been appropriated by the Alaska legisla-
ture.

Because borough formation and
annexation proposals are often very
emotional issues in Alaska, the
Commission’s reason forpursuing the
model borough boundary project was
occasionally misunderstood. The pur-
pose of the study wa. *otto force the
incorporation of new troughs or to
promote annexation to existing boroughs.
Instead, the study was intended to enable
the Commission and DCRA to be better
prepared for future borough petitions
through the information and public com -
ment obtained in the study process. The
study also encouraged communities in
the unorganized borough to consider
where future boundaries should be
drawn, as well as give guidance to peti-
tioners on the factors which go into
borough incorporation decisions.

The Commission adopted two
provisions in its
regulations relating
to model borough
boundaries. Both
provisions were
adopted prior to
the completion of
the model borough
boundaries project.

The first
provision relates to
incorporation of

new boroughs. 19AAC

0iC.060(b) provides that, “Absent a spe-
cific and persuasive showing to the con-
trary, the commission willnotapprove a
proposed borough with boundaries
extending beyond the model borough
boundaries adopted by the commission."
[effective 10/12/91, register 120]

The second provision relates to
borough annexation proposals. 19 AAC
010.190(c) provides, “Absent a specific
and persuasive showing to the contrary,
the commission, in its discretion, will not
approve a proposed borough or unified
municipality with boundaries extending
beyond the model borough boundaries
adopted by the commission and identi-
fied in the 1992 Interim Reporton Model
Borough Boundaries.” [effective 7/31/92,
register 123]

The provisions in the regulation
make itclear that the model borough
boundaries are not rigid or unchange-
able. Petitioners forborough incorpora-
tion or alteration of existing borough
boundaries can successfully propose
different boundaries ifthey make a spe-
cific and persuasive showing to the
Commission why other boundaries are
more appropriate.

STUDY PROCEDURES

The Commission began its study of
each area by sending outan eight-page
tabloid which explained the study and set
out the questions the Commission ex-
pected to consider in its decision-making
process. Each tabloid included a map on
which recipients were requested to draw
suggested boundaries. DCRA prepared
and widely distributed a report of its

Page 3



findings and recommendations for the
area, and then the Commission held
hearings in as many communities as
resources allowed. Atthe completion of
the project, hearings had been con-

ducted by the Commission in 88 commu-

nities (either in person or by teleconfer-
ence).

The study prompted residents and
organizations throughout the state to
articulate where they believed future
boundaries should be set. Municipal
governments and other public and pri-

vate local and regional organizations
helped execute the model boundaries
project. Many hundreds of interested
parties provided written comment or oral
testimony.

Completion of the study renders
the Commission and DCRA much better
prepared to evaluate future petitions. A
wealth ofinformation and public com -
mentwas obtained in the study process.

Maps and a briefdiscussion of
model borough boundaries adopted by
the Commission follow.
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MODEL BOROUGH BOUNDARIE9

Aleufians - Military Region. The Commission conducted a public hearing on
model boundaries for this region by teleconference with Adak on October 21,1992,
On November 21, 1992, the Commission set model boundaries for the region extend-
ing from the mid-point of Fenimore Pass to the boundary of the State at the western
end of the Aleutian Chain. The boundaries include the military settlements of Adak,
Attu and Shemya. In 1990, the area had a population of 5,345.

f Aleutians| Military
X] MpclerBprbUgh Boundaries :
0__40Q_ao
Miles ;
q "Shomya 1 BERING SEA
S .y . ) N2$NAN
Amchltka> f AR

i PACIFIC OCEAN j

Aleufians Wesf Region. The Commission received testimony on model bound-
aries in this region "trough public hearings with teleconference participation from
Atka, Unalaska and Akutan on November 5,1992. The Commission set model bound-
aries forthe area on November 21,1992. The boundaries extend from the western
boundary of the Aleutians East Borough to the mid-point of Fenimore Pass, including
Atka. Nikolski and Unalaska. In 1990, the area had a population of 3,232.

leutians \Vest .
Model Borough g\éundanes ;

Milos

Oc& «/ BERING SEA (‘?'S
a«R?

Nikolski

PACIFIC OCEAN
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. Bering Straits Region. The Commjssion held two hearings on mode| houndaries
for this region in Octobér 1991 The hearings took glace in Nome and Unalakleet, with
teleconference sites in Elim, Koyuk, Stebbins and. avoon(T;a. Following the heanngs
the Commission approved DCRA's recommendation and formally defined the moel
boundaries for this region to follow the boundaries of the Bering Straits Regional Edu-
cational Attendance Area (REAA). Those boundaries also match the boundaries of the
Bering Straits Native Corporation, Bering Straits Coastal Resource Service Area, Nome
Censts District, Norton Sound Health Corporation and Bering Straits Economic Coun-

cil,

The model boundaries for a Bering Straits Region borough include an estimated
23013square miles of land and 52643(1ua_re miles Of water. The area contains two
school districts, the City of Nome School District and the Bering Straits REAA. The 1980
Federal Census indicates that the region had 8288 residents.

Bering Straits-
0] ' Model Borough Boundaries

* Halla

I
m - g
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/ Mcil

ST. Lawrakll(sim&y y
/ 'e-KOOiKk mf——
" Arunonak

Grayling

/ . St Mays
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Bristol Bay,Re?ion. The Commission conducted public hearings on model
borough boundries for the region in ,D|I,||ng1f1am Naknek and Togiak on November 23
& 241992 Kokhanok, Pilot point, Chignik, evelock Egegik, Newhalen, Nondalton
and Chignik Lake participated in the November 24 Dillingham hearlngb teleconfer-
ence. Most of the comment and testimony at Naknek urged that Bristol Bay Borgugh
boundaries be left unaltered. Testimony at Togiak suggested a local preference fora
Northwest Bristol Bay unorganized horough. Testimony at Dillingham suq%ested that
gggrnodparriﬁ% based upon existing Dillingham Census Aréa boundaries would be most

~ On December 4 1992 the Commission identified model boundaries encom-
Eassmg the existing Di Iwham Census Area. Dillingham, Aleknagik, Clark’s Paint,
kuk, Ekwok, Koliganek, Manokoktak, New Stuyahok, Portage Creek, Togiak and Twin
Hills are included in the model boundaries.

D illingham -N ushagak
oo my

REAA Boundaries

Model Borough
Boundaries

MLES

New Stuyahok

Ekwok ®7
leknegik ( i

I* ®TlTogiak

Manokota
Clarks Poi
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Chatham Region. In November 1990, the Commission conducted public hear-

ings throughout the central portion of Southeast Alaska. Individuals in Gustavus,

Haines, Skagway, Yakutat, Tenakee Springs, Pelican, Sitka, Elfin Cove, Port Alexander,
Angoon, Hoonah, Kake and Cube Cove participated. On May 8,1992, the Commission
adopted model boundaries for the Chatham region encompassing Kake and Angoon.

In 1990, the area had a population of 1,663.

Miles

Page 8



Copper River Basin Region. The Commission held a hearing on model bound-
aries in Glennallen on May 9,1992. Additional information concerning the model
boundaries for the Copper River Basin was provided to the Commission by residents of
the region in June. On November 21,1992, the Commission determined that the Cop-
per Basin model borough boundaries should follow the boundaries of the Copper
River REAA. Communities within the area include, Chistochina, Chitina, Copper Cen-
ter, Gakona, Glennallen, Gulkana, Kenny Lake, McCarthy, Paxson, Slana, Tazlina and
Tonsina. The area encompasses an estimated 20,649 square miles. In 1990, the area

had a population of 2,638.
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Demali Borough. The Commission conducted public hearings on model borough
boundaries for the region in conjunction with hearings on the competing petitions for
annexation of territory to the Matanuska-Susitna Borough, incorporation of the Denali
Borough and incorporation of the Valleys Borough. Hearings were held in Palmer and
Anderson on March 22, 1990. Three more hearings were held in McKinley Park, Fair-
banks and Cantwell on March 23,1990. Two additional hearings were held in Healy
and Nenana on March 24,1990. On April 21,1990, the Commission held a decisional
meeting on the boundaries and the petitions. The boundaries were defined to extend
from the northern boundary of the Matanuska-Susitna Borough on the south and from
the Delta-Greely Regional Educational Attendance area on the east. The area also takes
in that portion ofthe Denali National Park and Preserve not located within the Mata-
nuska-Susitna Borough. The boundaries border the Fairbanks North Star Borough on

the northeast

0 15|O
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Fairbanks North 9far Borough. 1He Commission conducted public hearm?_s on
model borough boundaries, for the region in conjunction the petition for annexation of
territory to the Fairbanks North Star Borou%h. Hearings were held in McGrath and .
Tanand, on May 181990 Two additional hearings were held in Livengood and Fair-
banks on May 19 1930 Two more hearings were held in Fort Yukon and Central on
May 201990, OnJuly 14 1990 the Comniission held a decisional meeting on the
model boundaries and the petition. The model boundaries of the Fairbanks North Star
Borough were defined to include the communities of L|venﬁ,ood, Central and Circle
Hot Springs. The model boundaries also encompass the White Mountain National
Recreation Area and the Stee e National Conservation Area. The model boundaries of
the Fairbanks North Star Borough encompass and estimated 4918square miles not
presently within the corporate boundaries of the Borough.

banks North Star Borough
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Glacier Bay Region. The Commission conducted hearings on model boundaries
for this region in Hoonah, Pelican and Gustavus in January 1992. On May 8, 1992,, the
Commission defined model borough boundaries for the region extending from Cape
Fairweather to Chatham Strait. These model boundaries encompass Glacier Bay and
the communities of Elfin Cove, Pelican, Hoonah, Gustavus and Tenakee Springs. In
11'90, the region had a population of 1,858.

G lacier
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Idiiarod Region. The Commission conducted a public hearing on model bor-
ough boundaries for the Iditarod region on May 8, 1990. The hearing was held in
McGrath, with teleconference sites established in Nikolai and Shageluk. On November
10, 1990, the Commission defined the model borough boundaries for the region to
follow the boundaries of the Iditarod Regional Educational Attendance Area, excluding
the territory within the model bo” ndaries ofthe proposed Denali Borough.



City and Borough of Juneau. The Commission conducted a hearing on the
model boundaries for the City and Borough ofJuneau in July, 1990, but delayed action
on the boundaries pending testimony from residents of adjacent regions. In Novem-
ber of 1990, the Commission held model boundary hearings in Kake, Hoonah, Cube
Cove, Angoon, Sitka, EIfin Cove, Port Alexander, Pelican, Tenakee Springs, Haines,
Skagway, Yakutat and
Gustavus (due to weather
conditions, the hearings
were conducted by telecon-

ference.)

In November, 1991,
the Commission defined the
model boundaries for the
City and Borough ofJuneau
to include the Mansfield
Peninsula, Glass Peninsula,
and Seymour Canal areas of
Admiralty Island. The model
boundaries extend south
along Stephens Passage to
Hobart Bay on the mainland.
From there, the boundaries
run due east to the Alaska/
Canada border. The bound-
ary continues northward
along the Alaska/Canada
border following the existing
boundaries of the City and
Borough ofJuneau.

The model borough
boundaries take in about

2,400 square miles of land
and water outside of the current boundaries of the City and Borough ofJuneau. The

area defined by the model borough boundaries had a 1990 population of 26,938 resi-
dents, all but 187 ofwhom lived within the established corporate limits of the City and

Borough of Juneau.
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. Ketchikan Gateway BOroUgh. The Commission held a hearing on model bound-
aries for the Ketchikan region in"September 1991 Residents of Meyers Chuck and
Hyder participated by teleconference. Additional information concerning the model
boundaries for the Ketchikan Gateway Borough was provided to the Commission in

November of 191

The model borough boundaries defined by the Commission for the Ketchikan
area ex eng from the State's southern boundary along Clarence Strait to Ermnest Sound.

There, the boundary
turns east, followin
the southern boundary Ketchikan Gatew ay
of the Wran eIIRan%er M odel Borough Boundaries
District and the north- % ¢ om | 1% o ‘.
ern boundary of the Wrangell
Misty Fjords National
Monument to the
Alaska/Canada border.
From there, the model
boundary line tums
south along the Alaska/
Canada horder to the
oint of be nning. loyars elchikan Gateway
?hesem,o el borough huck Borough
boundaries exclude the
Annette Island Indian Ward Covo, 0QuartE>A
Reservatlon. AKatchikai Hill \ |

The area in-

cludes an estimated
730square miles of
It%ng and wa_ter.t (l)f

at. approximately
1744square miles are y
a|read¥W|thm t'be > Modal Borough Boundarios
B%Uﬁgaﬁggpgfrtahg Existing Borough Boundarios

Ketchikan Gateway ,
Borough. According to the 1990 Federal Census, the area defined b>f the model hor-

oulgh boundaries isinhabjted by 13985 people, all but 1570fwhom ive within the
currentborough boundaries.
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Kuspuk Region. The Commission conducted a public hearing on model bor-
ough boundaries for the Kuspuk region in Aniak on October 23,1992. On November
21,1992, the Local Boundaiy Commission set the Kuspuk region model boundaries to
conform to those ofthe Kuspuk Regional Educational Attendance Area. The 1990
population for the region was 1,490 residents. Communities in the region consist of
Aniak, Chuathbaluk, Crooked Creek, Sleetmute, Stony River, Upper Kalskag and Lower
Kalskag.

Kuspuk Region
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Lower Kuskokwim Region. The Commission held model borough boundary
hearings concerning the Lower Kuskokwim region in Bethel on October 24, 1992. On
November 21, 1992, the Local Boundary Commission set model borough boundaries
for the region to conform to the boundaries of the Lower Kuskokwim Regional Educa-
tional Attendance Area (including the smaller Yupiit Regional Educational Attendance
Area). The 1990 population of the region was 12,125. The region encompasses 25
communities including Akiachak, Akiak, Atmautluak, Bethel, Chefomak, Eek,
Goodnews Bay, Kasigluk, Kipnuk, Kongiganak, Kwethluk, Kwigillingok, Mekoryuk,
Napakiak, Napaskiak, Newtok, Nightmute, Nunapitchuk, Oscarville, Platinjm,
Quinhagak, Toksook Bay, Tuluksak, Tuntutuliak, and Tununak.
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Lower Yukon Region. The Commission held model borough boundary hearings
for the Lower Yukon region in St. Maiy's on October 23, 1992. On November 21, 1992,
the Commission set Lower Yukon model boundaries to conform to the Lower Yukon
Regional Educational Attendance Area. The model borough boundaries include the
smaller Kashunamiut Regional Educational Attendance Area and the St. Maiy’'s City
School District. The area also includes the communities of AJakanuk, Chevak,
Emmonak, Hooper Bay, Kotlik, Marshall, Mountain Village, Pilot Station, Russian Mis-
sion, Scammon Bay, Sheldon Point and Pitka’s Point. In 1990, the area’s population

totaled approximately 5,791.
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Pribilof Region. The Local Boundary Commission conducted a hearing on
model borough boundaries for the Pribilof region on October 20, 1992. Testimony was
received by teleconference from St. Paul and St. George. The Commission set model
borough boundaries for the area on November 21, 1992. Those boundaries conform to
the PribilofIslands Regional Educational Attendance Area which encompass St. Paul

and St. George. That area had a 1990 population of901.

Pribilof lslands
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Prince of Wales Island Region. The Commission held its hearing on model
borough boundaries for this region in Klawock in September 1991. Additional com -

ments concerning model boundaries for this region were provided to the Commission

in November of 1991.

The Commission |
adopted model boundaries _
for this region to extend V Prince of Wales
from the southern hound- .Model Borough Boundaries
ary of the State of Alaska
along Clarence Strait and
Sumner Strait to an area
north of Point Baker (fol-
lowing the Wrangell
Rangér District boundary).
From there the boundary
extends due west across
Kuiu Island to the middle
of Chatham Strait where it
turns south, following the
State boundary back to the
point of beginning. These
model boundaries encom-
pass an estimated 8200
square miles of land and
water. Thisarea is all part
of the Southeast Island
Regional Edycational
Attendance Area, and has
4,650+ residents.
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Prince William Sound Region. The Commission conducted a public hearing on
model borough boundaries for the Prince W illiam Sound region in January 1992. On
May 8, 1992, the Commission set model boundaries for the area to conform to the
Chugach REAA, including Cordova City School District and the Valdez City School
District. The region also includes the City of W hittier and the unincorporated commu-

nities of Chenega and Tatitlek. In 1990, the area had a population of 7,189.

| Prince W illiam Sound

M odel Borough Boundaries
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City and Borough of Sitka. The Commission conducted public hearings regard-
ing model borough boundaries for the City and Borough of Sitka by teleconference in
November 1990. On May 8, 1992, the Commission set model boundaries for the City
and Borough of Sitka identical with its existing boundaries. That area encompasses an

estimated 4,849 square miles. In 1990, the area had a population of 8,588.

é . ‘o e’
City iand B orouah of SlitRloy,. .p o .
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Upper Lynn Canal - Haines Borough Region. On MaYS, 1992, the Comm|55_|0n set
model borough boundaries for the upper Lynn Canal area. The model boundaries
were defined to encompass the area within the present Haines Borough as well as the
adzapent CW of Skagway and the wllage of Klukwan. Klukwan is presently an enclave
within the Haines Borough. In 1990, the area had a population of 2,93s..

Upper Lynn Canal Region

M odel Borough B oundaries
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Upper Tanana Basin Region. The Commission conducted hearings on model
boroughb undaries for the region in Delta Junction on May 81982and in Tok on May
9and June 6 192 The Commission set model boundanes for the area on November
211992 The Upper Tanana Basin model boundaries were defined to encompass both
the Delta Greely and Alaska Gateway REAA areas. In 1990 the area had a population
of 6021 The model borough boundaries encompass an estimated 26235 square
miles, Communities within'the region include two second class cities, the City of Delta
Junction and the City of Eagle. Umncor orated communities In the area include
Boundary, Chicken, Dot Lake, D Cree the Native V|Ilaq<e of Eagle, Fort Greely, Healy
Lake, I\/Ientasta Lake, Northway, Tanacross, Tetlin and To

‘ Réx o7 'ALV-.
7. 1prperTa0ﬁ‘8’H9 PS%%WI

o *k

“Nithsi Dorouyn dc)unaanes

REAA Boundaries
i Model Borough Boundaries
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Wrangell/Pefersburg Region. The Commission conducted hearings on model
boundaries for the region in Wrangell and Petersburg in September 1991. After receiv-

ing additional comments in
November, the Commission
defined model borough
boundaries for this region to
follow the boundary of the
Wrangell Ranger District along
the Misty Fjords National
Monument to Ernest Sound

Wrangell-Petersburg
Model Borough Boundaries

and along Clarence Strait and

Sumner Strait to an area north

ofthe community of Point

Baker. From there, the model

boundary runs due north to CANADA
Hobart Bay then due east to

the Alaska/Canada border.

The boundary then turns south

follow.ng the border to the

pointofbeginning.

These model bound- PortProta

aries include an area ofap-

proximately 7,200 square miles

of land and water. The 1990

population of the area was

estimated to be approximately

6,000. The model boundaries

encompass two complete

school districts (Petersburg

and Wrangell) and portions of two others (Southeast Island REAA and Chatham

REAA).
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Yakutat Borough. The Commission set model borough boundaries for the Yaku-
tat region on May 8,1992. The boundaries are identical to those approved by the Com-
mission forincorporation of the City and Borough of Yakutat. The model boundaries
encompass approximately 4,224 square miles with boundaries extending from the
141st Meridian to Cape Fairweather. In 1990, the area had a population ofapproxi-

m ately 705.
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Yukon Flafs Region. The Commission conducted a public hearing on model
borough boundaries for the Yukon Flats region on May 20, 1990. The hearing was held

in Fort Yukon, with teleconference sites established in Rampart, Birch Creek, Beaver,

Arctic Village, Venetie and Stevens Village. On November 10, 1990, the Commission

defined the model borough boundaries for the region to follow the boundaries of the
Yukon Flats Regional Educational Attendance Area with the exclusion of the territory in
the model boundaries of the Fairbanks North Star Borough.
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Yukon Koyukuk Region. The Commission conducted a public hearing on model
borough boundaries for the Yukon-Koyukuk region on May 18,1990. The hearing was
held in Tanana, with teleconference sites established in Nenana, Ruby, Galena, Nulato,
Manley Hot Springs, Kaltag, Hughes, Allakaket and Betties. On November 10,1990, the
Commission defined the model borough boundaries for the region to follow the
boundaries of the Yukon-Koyukuk Regional Educational Attendance Area, excluding

the area within the model boundaries of the proposed Denali Borough.
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APPENDIX

The following lists certain of the
reasons why some believe that the provision
of Article X, Section 3 of Alaska's Constitution
requiring each borough to embrace an area
and population with common interests to the
maximum degree possible, applies to both
organized and unorganized boroughs.

Adirect reading of Article X, Section 3
isunambiguous in its application to unorga-
nized boroughs. The provision states in
relevant part, “The entire State shall be
divided into boroughs, organized orunorga-
nized. Thev shall be established ina manner
and according to standards provided by law ..
. Each borough shall embrace an area and
population with common interests to the
maximum degree possible...”

The Public Administration Service
(PAS) expressed the view that unorganized
boroughs had to conform to the borough
boundary standards.3 On page 52 of its Local
Government Under the Alaska Constitution
(January 1959) the PAS notes that'Returning
then, to the question ofthe propersize and
numberofthe initial unorganized bor-
oughs, itwould seem desirable to begin with
asmallnumber ofvery large boroughs. One
possibility would be to begin with only four,
which might correspondprecisely or substan-
tially to the four major senate districts. Since
these districts were drawn primarily on the
basis ofthe way in which the State is divided
into naturalkocio-economic’areas, with
drainage and other geographic factors
such as mountain barriers being consid-
ered in setting the boundary lines, this divi-
sion ofthe State might wellprovide a logical

3 The PAS, a non-profit organization, was
selected by the Alaska Statehood Committee
to provide research and consulting services in
conjunction with the efforts to develop
Alaska's constitution. (See Alaska’s Constitu-
tional Convention. Victor Fisher, pages 18 -
21.) The PAS also provided consulting ser-
vices to the First Alaska State Legislature in the
implementation of Alaska's constitution.

basis for the differential treatment of local
affairs which, as already indicated, the
borough system permits. Ifexperience
showed the need for further differentiation,
the large boroughs could be broken down
into somewhatsmaller ones. Itisimportant
to remember that itis always easier to
subdivide a political area than itisto com-
bine areas previously subdivided." (emphasis
added).

The Executive Director of the Alaska
Legislative Council held those same views.
Ina December 1, 1959 paper entitled Local
Government and the State Constitution -
Constitutional Intent, the John C. Doyle wrote
that, "Underthe terms ofthe proposed article,
all ofAlaska would be subdivided into bor-
oughs. Each would cover a geographic area
with common economic, social, and political
interests. Boundaries are to be established
by the state,... Three classes ofboroughs
might be sufficient, but the legislature is not
limited to three. ... The unorganized bor-
ough would be the third class borough... "4

Vic Fischer states on page 119 of

4 The paper was submitted to Representative
Peter J. KaJamandes, Chairman of the Alaska
Legislative Council with the following state-
ment, *Attached hereto you will find a report
on the local government article of the State
Constitution The report is the one which was
submitted by the Committee on Local Govern-
ment to the Constitutional Convention (1955-
56), but it has been revised to reflect Ike
amendments and thinking of the Convention
when the proposal was discussed and finally
approved on the floor. The Committee’ report
and comments, and the transcript of the
Convention’ proceedings were used in
preparing this revised report..." At the time
the report was submitted, two of the ten
members of the Alaska Legislative Council
had been delegates to the Constitutional
Convention. These were Senator Frank
Peratrovich, Vice Chairman of the Council,
and Representative Warren A Taylor.
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Alaska's Constitutional Convention (Univer-
sity of Alaska Press 1975) that one of the
initial principles set forth by the Convention's
Committee on Local Governmentwas that
"Provision should be made for subdividing all
Alaska into local units (boroughs) based on
economic, geographic, social, and political
factors; initially, notallneed be organized. "5

Thomas A. Morehouse and Victor
Fischerwrote iti Borough Government in
Alaska under the heading “Organized and
Unorganized Boroughs” that, "All ofAlaska
was to be subdivided into logical borough
units. Depending on readiness and capability
forgovernment, these would be classified as
organized orunorganized boroughs..."

Richard W. Garnett, Ill, wrote in a
paper for the Institute of Social, Economic
and Government Research Lhat, “77»e local
government article ofthe state constitution
calls for the division ofthe state into bor-
oughs, organized and unorganized. The
language ofthe articlepresupposes plural
unorganized units.6 The specific reference in
Section 6to 'maximum localparticipation
and responsibility’in unorganized boroughs

6 Vic Fischer was a Delegate to Alaska’s Consti-
tutional Convention and was also a member
of the Convention’s Committee on Local
GovemmenL He iswidely regarded as an
expert on Alaska's Constitution, particularly
the local government article.

6 Equalization of Local Government Revenues
in Alaska (ISEGR Occasional Papers, January
1973). Richard W. Garnett, Ill, is a former
Assistant Attorney General for the State of
Alaska. His remarks may have represented his
persona] views rather than those of the
Department of Law.

indicates that manageable units encompass-
ing communities ofinterest were contem-
plated for unorganized as well as organized
boroughs. Itis difficult to believe that the
single unorganized borough that now exists
complies with the intention expressed in the
constitution.™

The Local Boundary Commission
expressed views consistent with this interpre-
tation during its “Model Borough Boundary
Study”.7 For example, in the LBC’s paper
announcing the model borough boundary
study for the Aleutian/Pribilof Islands Region,
the LBC stated, "Clearly, the Unorganized
Borough does not meet the requirement of
Article X, Section 3 ofthe Alaska Constitution
that, ‘each borough embrace an area and
population with common interests to the
maximum degree possible.” (August 1991,
page A-2)

7 The LBCand its DCRA staff began the Model
Boundary study throughout the unorganized
borough in mid-1989. The goal of the study
was to “identify the best potential boundaries
for future boroughs.” The project was com-
pleted in 1992.
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TONY KNOWLES, GOVERNOR

GAXHTRUCE
S WESTI0THSTRET, SUTEAD
DEPARTMENT OF EDUCATION JINEAU AASKA 9S8
456230
OFFICE OF THE COMMISSIONER FA?(?V)M%

March 28, 1996

The Honorable John Torgerson
Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Senator Torgerson:

This purpose of this letter is to correct the record established on SB 280 during the Senate
Community and Regional Affairs committee meeting, March 13, 1996. It was estimated $17.7
million in annual savings would result from the consolidation of approximately 20 school
districts as boroughs are incrementally incorporated.

The information compiled by Ms. Deb Davidson, from your office, was researched from the
Department of Education’s June 1995 publication, “Summary of Alaska’s Public School
Districts’ Report Cards to the Public, School Year 1993-94.” The figure Ms. Davidson
estimated was totaled by adding the costs of “school administration” listed in an appendix within
the report. However, the figure does not reflect what was intended because the report includes
in the “administration costs” category, the expenses of site management services, i.e. the costs
associated with school principals.

Legislative Audit issued a report a few years ago which estimated cost savings, associated with
school district consolidation in the unorganized borough, could range from 5.5% (the percentage
referenced from a report conducted by the Institute of Social and Economic Research) to 8.5%
(Legislative Audit’s percentage associated with merging school districts.)1 Using DOE FY 94
audit reports, this translates into a potential savings of $3.36 million, at the low end, or $5.19
million, the high estimate. These figures more accurately portray the cost savings rather than the
$17.7 million reflected in the committee minutes. School districts would be the recipients of the
estimated cost savings, not the formula programs administered through DOE. Restructuring of
the administrative unit would be necessary at the local level.

Sincerely,

Shirley J. Holloway, Ph. D.
Commissioner
Attachment

cc: Dr. Jim Elliott, Director of School Finance
Senate Community and Regional Affairs Committee Members

1 Legislative Audit Report, B.otential For Administrative Savinas From School
District Consolidation. Hay 11, 1992: p. 17.



REPORT CONCLUSIONS

I'sir.g the assumptions, approach, adjustments, and analysis discussed further in this section,
we conservatively estimate that S5.3 million could be saved in district administration costs
from the consolidation of schools in the unorganized borough. Our estimates are based on
FY 90 expenditures as presented in the audit repons of the various Regional Education
Attendance Areas (REAAs) and city school districts submitted to the Department of

Education. Estimated savings also reflect the assumption that the Stye's foundation support

and local tax effort would remain unchanged.8

These estimated savings represent just over 8.5% of the total district administration

expenditures statewide. In terms of overall savings to the State the estimated S5.3 miillion

represents just over 1% of the total FY 90 Foundation Support of S488 million. In general,
our findings appear to be consistent with analysis reported by the Institute of Social and
Economic Research (ISER).9 In a September 1991 report ISER researchers observed:

Overall, our analysis suggests that if nvo districts merge to create a new
larger district, the combined school district can expect a savings ofno maore

than about 5 percentofoperating costs.

District administration savings of 5.5% used as starting place for statewide estimate

As discussed in the Objectives, Scope, and Methodology section, we used the recent
formation of the Aleutians East Borough as a case study to evaluate the impact of

consolidation on schools. The current superintendent of the new Aleutians East Borough

School District (AEBSD) reported that in may respects, the consolidation of schools involved

an optimum situation. The two major schools joining the borough district were previously

city school districts, with relatively "lean" distric: administration costs.0 Compared to

"Under the assumption used in the esimates, model boroughs consisting entirely of REAAs (such as the
Delta/Grecly. Alaska Gateway, and Copper River model borough) would not necessarily have any local taxing
authority or be required to make a local contribution for school operations. Similarly, model boroughs made up
entirely of incorporated communities (such as the Wrangell/Petersburg mode! borough) or by a combination of
incorporated communities and REAAs (such as the Calista model borough) wouid have the same taxing authority

currently in place.

"ISER rcicased a report in September 1991. funded by the Legislative Budget and Audit Committee entitled
Education Equity and Taxpayer Equiry: 4 Review of the Alaska Public School Foundation Funding Program. The
report examined in great detail the recent trends in public school funding and spending for all three types of schooi

districts operating in the State.
D For FY 90. when measured on per ADM basis, district administration expenditures for city school districts

in unorganized boroughs were about half of that for RIEAAs. .An informed observer felt that this reflected the added
accountability for city school districts, brought on by the required local tax effort.

Legislative Aucic Rept-t, £ ot?rtial For Admir.istrative Savinas "mm Srhnnl
D istrict Consolidation. May 11, 1992: p.



REAAs, city school dinrrico ger.oriily incur less cisrrict ocrr.ir.iscroove ccs: on a per student
basis. 1l

Almos: S5 million of the S5.3 million estimated savings are based on comparisons

Each projected consolidation involves a different combination of REAAs and city school

districts. After calculating a 5.5% savings for projected consolidated districts, we also

compared the projected average daily membership (ADM) (based on FY 90 reported figures)
of the new district to ADM of existing districts. When we identified existing districts with
roughly the same ADM. we then compared the projected administration costs of the district
with the actual FY 90 costs for the comparable district. This comparision allowed us to
assess the reasonableness of our estimated administrative cost savings.

Each projected hypothetical district involves a differing mixture of REAAs and city school

Depending on the "mix" of districts in the district, the amount of administrative

districts.
in the Schedule of

savings that may be possible fluctuates significantly. As reflected
Estimates beginning on page 24 the major part of the $5.3 million in estimated savings are
based on comparisons. As set out in the three following paragraphs, the comparisons in

administrative costs of the three new "consolidated" districts and existing districts yielded

more than,90% of the estimated savings. This illustrates the limitation of trying to

extrapolate the experience of AEBSD on a statewide basis, although the final figure does

appear to be consistent with other estimates.

Comparison method produced large projected savings for three new consolidated districts

The Calista Model Borough involves the most extensive, projected consolidation of current
REAAs and city school districts currently operating in the unorganized borough. Based on
FY 90 figures, this new large model borough would have an .ADM of more than 6,200.
Based on FY 90 enrollment figures, this would make the Calista Borough the fifth largest

district in the State, larger than the Juneau School District. The Fairbanks North Star

Borough School District has administration expenses of S5.5 million with more than twice
the enrollment. Another comparison is provided by the North Slope Borough which in
FY 90 had $4.6 million in district administration expenses for an enrollment of less than
1,400. Based on these comparisons wfe conservatively estimated that district administration
costs for the new borough would probably not exceed more than 55 million. Using such a
"ceiling" we projected savings of more than $3.3 million for the schools covered in the

projected new borough consolidation.

“ Based an FY 90 audited expenditures. REAAs spent an average of S1.400 in district administration per enrolled full-
time student (technically referred to as average daily membership or ADM) while city school districts spent on average,
just over Si.000 per ADM. City scnuol districts such as Petersburg and Wrangell with the relatively homogenous and
centrally located population had FY 90 administrative costs of S265 per ADM and S550 per ADM. respectively.

1 Legislacive Audit Report, Eptflati fll - Ec;: Acriinistrativp fiavinns Fmm c.ko.i
1 1

District Consolidation. May 11, 1 9 9
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TOK AREA CS FORBB 280 (fin)
LEGISLATIVEACHON COMMITTEE
HOXJOL
TOK, ALASKA 99780

'FAX# (907) 883-4601

FAXTO: 465-2381

CHAIRMAN JEANETTE JAMES
HOUSE STATE AFFAIRS COMMITTEE
ROOM 102

CAPITAL BUILDING

JUNEAU, ALASKA

DEAR CHAIRMAN JAMES:

| HEREBY REQUEST THAT YOU RESCHEDULE YOUR COMMITTEEHEARINGS
ON CSFOR S. B. # 280 FOR A LATER DATE.

THIS REQUEST STEMS FROM A MEETING HELD LASTNIGHT’AT THE TOK
CMC CENTER. THEMEETING WAS ATTENDED BY APPROXIMATELY 250

TOK AREA CITIZENS WHO WERE MADE AWARE OF THE SUBSTANCE OF SB280
FORTHE FIRST TIME. A REPRESENTATIVEFROM THE DEPARTMENT OF
COMMUNITY AND REGIONAL AFFAIRS WAS PRESENT TO HELP EXPLAIN THE
BEL AND ITS AFFECT ON THE UNORGANIZED BOROUGH WE WERE
SURPRISED AT HOW FAST THIS BILL MOVED THRU THE SENATE AND ISNOW
SCHEDULED FOR A HEARING IN YOUR COMMITTEE ON TUESDAY, APRIL

23RD.

I AM SURE THAT THE MEMBERS OF THE HOUSE STATE AFFAIRS COMMITTEE
WOULD APPRECIATE THE THOUGHTFUL AND IMPORTANT COMMENTS AND
OPINIONS OF THE PEOPLE WHO LIVEIN AN AREAMOST AFFECTED BY THIS
BILI.BEFORE A COMMITTEEVOTE IS TAKEN.

WE ARE WORKING AS FAST AS POSSIBLE TO GET ADDITIONAL INFORMATION
WEWEED TO FINALIZE OUR CITIZENS COMMENTS. BUT WE ONLY BECAME
AWARE OF WHAT THIS BILL MEANS FOR US DURING THE MEETING
SATURDAY EVENING. TODAY IS SUNDAY, LEAVING ONLY OBNDEADYAY TO GET



Administrative & Support Offices
F.O Bo:; 80210

4702 O1d Airport Way

Fairbanks. AK 99708

Glenn R. Olson 76132,2450@compuserve.com
Superintendent (%7) 474-9400
Fax 474-0657

April 17. 1996

Representative Jeannette James
State Capitol
Juneau, Alaska 99708

Dear Representative James:

Please do not support the formation of mandatory boroughs (SB 280) in rural
Alaska. The current bill if enacted this session docs not allow for sufficient
analysis of the educational impact on Alaska’s school children nor of its
economic effect on the citizens and government of Alaska.

The 1992 Audit Report entitled, Potential for Administrative Savings from
School District Consolidation, conducted by the Division of Legislative Audit
points to a litany of reasons why mandatory borough formation is not in the
best interests of Alaskans. Among the audits findings were:

« The state general fund savings generated by consolidation would be
relatively small. . .the relatively modest projected savings generated
by consolidation would net appear to be enough to warrant extensive
revamping of the state’s existing education structure.

Further, it is unclear to us. . .how a major consolidation of schools on a
statewide basis is necessarily related to improved school performance.

e We suggest that a more definitive case for improvement in school
performance must be made prior to undertaking any major school
consolidation solely for that purpose.

In comparing city and rural school district administrative costs, the auditors
did not examine the school district administrative costs of city and/or borough
school districts which arc covered cither wholly or in part by the city or
borough government (e.g., computing services, clerical support, fiscal
management, and facility, student and employee insurance). In most if not all
city/borough school districts, administrative functions which REAAs must
provide and pay for arc handled and paid for by the city or borough
government.  Also not considered by the auditors was the vast expanse of
REAAs and how this aloneincreases administrative costs in REAAs.

As forthe claim that rural Alaskans don’t contribute their fair share to the
funding of schools, please keep in mind two facts:
1) The statewithholds 90% of eligible impact aid money from REAAs. This
is money generated in lieu of local property tax and is local support
for schools! It is also a higher per student contribution to schools than
that provided by most if not all urban property taxpayers.
Furthermore, increasing the deduct s'mply harms the poorest
children in the state.
2) The wealth of Alaska is derived from iural Alaska. There are no oil
wells in Anchorage or Fairbanks.


mailto:2450@compuserve.com

I implore you to stop this bill from being passed into law. Before you dismantle
Alaska’s present educational system, please take the time to study and
understand the total impact on the children and economy of our great state.

As Americans, | ask that you support the premise upon which our school
system is based -- local control of schools. To again form enormous school
districts in Alaska with only token local control is a step backward. This was
tried before and proven a dramatic failure.  While today’s rural school districts
aren’t perfect, they arc a vast improvement over yesterday’s bureaucratic
system.

What will be the cost to all Alaskans be if boroughs arc mandated which do not
have the wealth necessary to support themselves?  Rural Alaskans
predominantly live a subsistence lifestyle. Where are they to come up with
the 6 mils to support a borough government? Is a system of bankrupt
boroughs really in the best interest of all Alaskans? What is the overall cost to
the state if mandatory boroughs are formed and the state loses revenue it
currently receives?  What is the impact of mandatory borough formation on
Alaska’s children and Alaska’s future?

Please take the time to answer all the myriad of questions surrounding the
formation of mandatory boroughs before acting. To act in haste is not in the
interest of anyone’s constituents, be they urban or rural.

Thank you for your thoughtful consideration.

Olson, Superintendent

cc: Governor Tony Knowles
Senator Georgianna Lincoln
Representative Irene Nicholia
YKSD Regional School Board Members
YKSD Community School Committee Members
YKSD Community Mayors
YKSD Village Chiefs
YKSD Principals
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PO Box 228
Healy, Alaska 99743 G
-~ et April 1, 1996
Dear Representative James:
While I am thjj3idjag~rout-*egi™” I wanted to let you

know that I am~tténgly 1in favor of SB 280 plating to mandatory
Borough formation” I hope that This gets some attention in the

House soon. The approach seems reasonable and while I am not
convinced a great deal of money would be saved, 1 believe the
perception would be that that woulu happen. It makes sense to

have more areas of the state contributing to local needs.

For what it"s worth, 1 also think that taxing tobacco would
result in fewer kids smoking. I like your idea of dedicating the
tax revenues for youth related expenditures. There already is a
mechanism in place by which the legislature annually appropriates
some tobacco tax revenues for school maintenance and construction.
We would welcome more dollars in that appropriation...

We appreciate your efforts in Juneau.

Sincerely yours,

Jgkr Novak
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Serving
CANTWELL - MCKINLEY - DENALI - HEALY - ANDERSON/CLEAR - NENANA

INCORPORATION?

. On Friday oflast week Senate Bill 280, spon-
sored by Senator John Torgeson, a Republican
from Kasllof, successfully passed in the Senate.
This week, the bill will move to the House of Repre-
sentatives.

Senator Torgeson says that the "main goai” of
Bill 280 is to consolidate the state’s 54 school dis-
tricts into 34 districts. According to Senator Randy
Phillips, a Republican from Eagle River, a byproduct
of this consolidation will be "more careftil" budgeting
by bush communities. Since neither of these men
represent a bush community, their critics view the
bill as a thinly disguised attack on Alaska’s rural
schools. Certainly, both Torgeson and Phillips seem
unaware of the high unemployment rates that exist
in the bush. In addition, many of the unincorporated
areas have no tax base.

Representative Irene Nicholia, a Democrat from
Tanana says that rural districts have already cut
expenses by sharing resources. She does not see
this bill as providing additional savings for the state.
And, in light of the fact that 85% ofthe state's
income is derived from taxes on oil, minerals and
timber taken from bush Alaska, Torgeson's bill adds
insult to injury.

To implement SB280, unincorporated regions of
the state will be forced form a borough orjoin with
a preexisting borough. The penalty for failure to
comply with this legislative mandate will be a 6 mill
property tax. The tax is expected to provide partial
support of the school systems.

The Denali Borough, incorporating the commun-
ities of Cantwell, McKinley Park, Healy, Ferry, and
Anderson was formed nearly a decade ago. However,
Nenana, a "home rule™ city, has remained Indepen-
dent all these years. Last Thursday, April 11, ajoint
meeting of the Nenana School Board and the Nenana
City Council was held to discuss this very issue.

Nenana currently levys a tax of 8 mills. This pays
for their school, community library, road maintenance,
water and sewage systems, fire and police services,
and a "skeleton™ city government If Nenana were
to join with the Denali Borough, their taxation would
be significantly reduced. Tin's reason is the best

argument for Joining the Borough. However, some
people fear the loss of local control of the school.
Other people argue that it would better to have two
people on the Denali School Board who are really
interested in representing Nenana, than to have
four unmotivated local people serving on Nenana's
School Board. Then there are those fiercely inde-
pendent persons who live along the Parks Highway
who prefer no government control whatsoever. No
doubt they will react strongly to the thought of be-
ing absorbed by a borough.

If SB280 passes through the House of Repre-
sentatives, Nenana residents who oppose consol-
idation will have no choice. When trying to deter-
mine the bill's chances, one must consider that
the House is controlled by a Republican majority.
However, a lot seems to depend upon which com-
mittee receives the bill. Representative Nicholia
has already stated her intention to oppose the
bill should it be referred to the Community and
Regional AlTairs Committee.

Should you with to contact Representative
Jeannette James and express your opinion on tin*
matter, you are invited to call 1-800-565-3743.

New Park Development?

This evening, Thursday, April 18, the National
Park Service, in cooperation with the South Side
Benali Cooperative Planning Team will present a
plan for Improving access, and recreational oppor-
tunities in the south Denali region. The meeting will
begin at 6:30 p.m. in Cantwell's Community Hall.

On Sunday, Dally News-MIner columnist Fred
Pratt lambasted this Tokositna plan as a "mega-
tourism development” initiated by the federal gov< -
ment to solve a federal problem. Pratt says NPS's
"main Justification for the...development is to take
pressure off the Denali National Park road." How-
ever, Pratt explains, NPS's plan "can't co-exist wltl
the type of outdoor recreation favored by Alaskans'

Public comments on the plan and environmental
impact statement are being sought through May 2!

Comments may be sent to Denali National Pari., P.t
Box 9, Denali Park, AK 99755. For a copy of the pi
contact Nancy Swanton of NPS at (907)257-2651.



AM-ENP M E-NT-Il

OFFERED IN THE HOUSE

TO: CSSB 280 (FIN) am BY REP. IVAN
1 Page 3, Line 18, following "(c)":
2 Insert "A borough incorporation proposal submitted under (b) of this
3 section to the Local Boundary Commission must include an assessment of
4 the taxable property in the region proposed for incorporation prepared by the
5 state assessor based on its full and true value as of January 1 of the year the

6 proposal is submitted."”



OFFERED IN THE HOUSE

TO: CSSB 280 (FIN) am

1 Page 1, Line 5 through Page 2, Line 3:
2 Delete all material.

3 Renumber sections accordingly.



AMENDMENT #3

OFFERED IN THE HOUSE

TO: CSSB 280 (FIN) am BY REP.IVAN
1 Page 4, Line 8, following "tax of":
2 Delete "six"

3 Insert "no more than 4.2"



AMENDMENT . #4

OFFERED IN THE HOUSE

TO: CSSB 280 (FIN) am BY REP. IVAN
1 Page 3, Line 5:
2 Insert "(6) determine the feasibility of forming a borough by
3 conducting feasibility studies foreach proposed borough using private

4 contractors to conduct thestudies.



AMENDMENT #5

OFFERED IN THE HOUSE

TO: CSSB 280 (FIN) am BY REP. IVAN
1 Page 2, Line 26, after "least":
2 Delete "500"

3 Insert "300"



AMENDMENT #6

OFFERED IN THE HOUSE

TO: CSSB 280 (FIN) am

1 Page 3, Line 5, following "January 1/
2 Delete "1997"

3 Insert "2007"

4 Page 3, Line 10, following "July 1,":
5 Delete "1997"

6 Insert "2007"

7 Page 3, Line 12, following "July 1,™
8 Delete "1998"

9 Insert "2008"

10 Page 3, Line 14, following "July 1,
11 Delete "1999"

12 Insert "2009"

13 Page 3, Line 16, following "July 1,

14 Delete "2000"
15 Insert "2010"
16 Page 4, Line 25, following "January 1,"
17 Delete "1993"

18 Insert "2008"

BY REP. IVAN



TONY KNOWLES, GOVERNOR

SO VWETI0THSIRET. SUTEAD
DEPARTMENT OF EDUCATION JNU ANSKA SRS
OFFICE OF THE COMMISSIONER E&%ﬁ%ﬁ%ﬁ

March 28, 1996

The Honorable John Torgerson
Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Senator Torgerson: v—

This purpose of this letter is to correct the record established on SB 280 during the Senate
Community and Regional Affairs committee meeting, March 13, 1996. It was estimated $17.7
million in annual savings would result from the consolidation of approximately 20 school
districts as boroughs are incrementally incorporated.

The information compiled by Ms. Deb Davidson, from your office, was researched from the
Department of Education’s June 1995 publication, “Summary of Alaska’s Public School
Districts’ Report Cards to the Public, School Year 1993-94.” The figure Ms. Davidson
estimated was totaled by adding the costs of “school administration” listed in an appendix within
the report. However, the figure does not reflect what was intended because the report includes
in the “administration costs” category, the expenses of site management services, i.e. the costs
associated with school principals.

Legislative Audit issued a report a few years ago which estimated cost savings, associated with
school district consolidation in the unorganized borough, could range from 5.5% (the percentage
referenced from a report conducted by the Institute of Social and Economic Research) to 8.5%
(Legislative Audit’s percentage associated with merging school districts.)1 Using DOE FY 94
audit reports, this translates into a potential savings of $3.36 million, at the low end, or $5.19
million, the high estimate. These figures more accurately portray the cost savings rather than the
$17.7 million reflected in the committee minutes. School districts would be the recipients of the
estimated cost savings, not the formula programs administered through DOE. Restructuring of
the administrative unit would be necessary at the local level.

Sincerely,

Shirley J. Holloway, Ph. D.
Commissioner
Attachment

cc: Dr. Jim Elliott, Director of School Finance
Senate Community and Regional Affairs Committee Members

Legislative Audit Report, PotentialL.For Administrative Savings From School
District Consolidation. May 11, 1992: p. 17.



REPORT CONCLUSIONS

Using the assumptions, approach, adjustments, and analysis discussed further in this section,
we conservatively estimate that So.3 million could be saved in district administration costs
from the consolidation of schools in the unorganized borough. Our estimates are based on
FY 90 expenditures as presented in the audit repons of the various Regional Education
Attendance Areas (REAAs) and city school districts submitted to the Depanment of
Education. Estimated savings also reflect the assumption that the State's foundation support

and local tax effort would remain unchanged.8

These estimated savings represent just over 8.5% of the total district administration
expenditures statewide. In terms of overall savings to the State the estimated S5.3 million
represents just over 1% of the total FY 90 Foundation Support of S488 miilicn. In general,
our findings appear to be consistent with analysis reported by the Institute of Social and
Economic Research (ISER).9 In a September 1991 report ISER researchers observed:

Overall, our analysis suggests that if two districts merge to create a new
larger district, the combined school district can expect a savings ofno more

than about 5 percentofoperating costs.

District administration savings of 5.5% used as starting place for statewide estimate

As discussed in the Objectives, Scope, and Methodology section, we used the recent
formation of the Aleutians East Borough as a case study to evaluate the impact of
consolidation on schools. The current superintendent of the new Aleutians East Borough
School District (AJEBSD) reported that in may respects, the consolidation of schools involved
an optimum situation. The two major schools joining the borough district were previously
city school districts, with relatively "lean™ district administration costs.0 Compared to

*Undcr the assumption used in the esimaies, model boroughs consisting entirely of REAAs (such as the
Deltu/Grecly, Alaska Gateway, and Copper River model borough) would not necessarily have any local taxing
authority or be required to make a local contr lution for school operations. Similarly, model boroughs made up
entirely of incorporated communities (such as the Wrangell/Petersburg mode! borough) or by a combination of
incorporated communities and REAAS (such as the Calista mode! horough) would have the same taxing authority

currently in plxe.

'ISER rcicased a report in September 1991 funded by the Legislative 3udgct and Audit Committee entitled
Education Equity and Taxpayer Equity: A Review of the Alaska Public School Foundation Funding Program. The
report examined in great detail the recent trends in public school funuing and spending for all three types of school

districts operating in the Slate.

DFor FY 90. when measured on per ADM basis, disuict administration expenditures for city school districts
in unorganized boroughs were about half of that for REAAs. An informed observer felt that this reflected the added

accountability for city school districts, brought on by the required local tax effort.

Legislative Aitdic Report, Pocor.i:ial For Adrr.iniserativo Savings 7-on .gqrhnnt

nisfHcr- consolidation. May 11, 1992: p. 17.



PEAAs, city school districts ger.enlly incur less district administrzdve ccs: on a per student
basis.1l

Almcs: 35 million of :he S: ? millicr; estimated savings are based on comparisons

Each projected consolidation involves a different combination of REAAs and city school
districts. After calculating a 5.59c savings for projected consolidated districts, we also
compared the projected average daily membership (ADM) (based on FY 90 reported figures)
of the new- district to ADM of existing districts. When we identified existing districts with
roughly the same ADM. we then compared the projected administration costs of the district
with the actual FY 90 costs for the comparable district. This comparisicn allowed us to
assess the reasonableness of our estimated administrative cost savings.

Each projected hypothetical district involves a differing mixture of REAAs and city school
districts. Depending on the "mix" of districts in the district, the amount of administrative
savings that may be possible fluctuates significantly. As reflected in the Schedule of
Estimates beginning on page 24 the major part of the $5.3 million in estimated savings are
based on comparisons. As set out in the three following paragraphs, the comparisions in
administrative costs of the three new "consolidated" districts and existing districts yielded
more than.90% of the estimated savings. This illustrates the limitation of trying to
extrapolate the experience of AEBSD on a statewide basis, although the final figure does

appear to be consistent with other estimates.

Comparison method produced large projected savings for three new consolidated districts

The Calista Model Borough involves the most extensive, projected consolidation of current
REAAs and city school districts currently operating in the unorganized borough. Based on
FY 90 figures, this new large model borough would have an .ADM of more than 6,200.
Based on FY 90 enrollment figures, this would make the Calista Borough the fifth largest
district in the State, larger than the Juneau School District. The Fairbanks North Star
Borough School District has administration expenses of S5.5 million with more than twice
the enrollment. Another comparison is provided by the North Slope Borough which in
FY 90 had S4.6 million in district administration expenses for an enrollment of less than
1,400. Based on these comparisons we conservatively estimated that district administration
costs for the new borough would probably not exceed mere than S5 million. Using such a
"ceiling" we projected savings of more than $3.3 million for the schoois covered in the

projected new borough consolidation.

"Based on FY 90 audited expenditures. REAASs spent an average of S1.400in district administration per enrolled full-
time student (technically referred to as average daily membership or ADM) while city school districts spent on average,
just over Si.000 per ADM. City school districts such as Petersburg and Wrangell with the relatively homogenous and
centrally located population had FY 90 administrative costs of S265 per ADM and S550 per ADM. respectively.

Legislative Audit Report, Potential For A d m i n i s ter s v .m schmi

District Consolidation. May 11, 1992

1R-
xeesM sta~ LsmsnTvxL nr.astov e? t sc:sL.vrrv=



e\ T
Lii-J u LL:

DEPARTMENT OF EDUCATION zzolE VWESTI0THSTREET, SUTEXD
JINEAU AAKA BBI-J38A
DIVISION OF SCHOOL FINANCE FAQ%E@%@

March 26, 1996

The Honorable John Torgerson
State Capitol, Room 427
Juneau, Alaska 99801-1182

Dear Senator Torgerson:

The following information has been requested by Deb Davidson and is related to
CSSB280, which proposes the mandatory incorporation of certain boroughs in the
unorganized borough. Based on the schedule of borough incorporation outlined in section
2 of CSSB2S0 and the phase-in provisions of AS 29.05.130 and AS 14.17.025(f), all
boroughs will be subject to the four mill required local effort of AS 14.17.025 by fiscal

year 2007.

Enclosed are the spreadsheets that compare the foundation allocation under the existing
program and the allocadon proposed under CSSB280 at full implementation in fiscal year

2007.
Please let me know if you have questions regarding the enclosed spreadsheets.

Sincerely,

c/

Eddy Jeans
Project Assistant

Enclosures

cc: Rick Cross, Deputy Commissioner, DOE
Jim Elliott, Acting Director, School Finance, DOE
Karen Rehfeld, Director, Administrative Services, DOE
Kimberly Homme, Special Assistant, DOE



ALASKA DEPARTMENT OF EDUCATION
FY96 FOUNDATION PROGRAM ENTITLEMENTS
Based on first student count period.

DEDUCTIBLE
BASIC NEED: REQUIRED ELIGIBLE !PL81-874  PL81-874
$61.000 | LOCAL PL81-874 jPERCENT @ 90%

ADAK 0 0 S0 100.00% S0
ALASKA GATEWAY 5494.880 0 431,782  100.00% 388,604
ALEUTIAN REGION 610,610 0 65498  100.00% 58,948
ALEUTIANS EAST 4,268,170 356,423 745,057 37.72% 252.932
ANCHORAGE 234,908,560 49736435  9.6J0.158 6412% 5557372
ANNETTE ISLANDS 2,780,990 0 109313  100.00% 986,682
BERING STRAIT 19,471,200 0 4311615 10000% 3880454
BRISTOL BAY 2,637,030 707,169 333228 59 35% 177,994
CHATHAM 3.274,480 0 576956  100.00% 519,260
CHUGACH 1,853,180 0 170447  100.00% 153402
COPPER RIVER 5,604.070 0 113349  100.00% 102,014
CORDOVA 3,294,610 741,350 25,652 83.06% 19176
CRAIG 2,646,180 254,661 56 010 71.72% 39,178
DELTA/GREELY 5,988,980 0 862,741 100 00% 776467
DENALI 3,367.200 301,901 35413  100.00% 31872
DILLINGHAM 3931450 524.049 569,637 63 95% 327,855
FAIRBANKS 82.993.550 13811672  7.901.408 5187% 3688614
GALENA 1,601.250 79.335 353317 29.96% 95,268
HAINES 2,612,100 522.856 21222 50.48% 9,642
HOONAH 2179530 96,718 571,277 16.64% 85554
HYDABURG 1,034.560 23129 42204 1345% 5109
IDITAROD 5843190 0 635009  100.00% 571,508
JUNEAU 29,272,070 7,063,936 77892 52.09% 36,517
KAKE 1454.850 69.261 334,689 22.13% 66.660
KASHUNAMIUT 2,208.200 0 460927  100.00% 414,834
KENAI 58,411,770 14.163,047 94,733 51.61% 44,003
KETCHIKAN 13,865,910 3942.168 28,576 58.84% 15133
KLAWOCK 1715930 59,329 373452 17.21% 57,844
KODIAK 17:883,370 3435410 1498140 77.00% 1030211
KUSPUK 5.654,090 0 717779 100.00% 646,001
LAKE AND PENINSULA 7,259.000 273430 983,338 16 85% 149123
LOWER KUSKOKWIM 40.915.140 0 5077348 10000% 4569613
LOWER YUKON 16,873.820 0 4444484  10000%  4.000,036
MAT-SU 65,079.680 8.602.703 45126 4744% 19,267
NENANA 1543910 65.098 6,069 89.06% 4,865
NOME 53795590 531,875 82,694 44.13% 32,844
NORTH SLOPE 16.401,070 5489726 3357524 2008% 606,772
NORTHWEST ARCTIC 18,654,410 1168952 2468616 46 11% 1024451
PELICAN 652.090 55,876 0 91.79% 0
PETERSBURG 3,965.000 808.223 25978 47.53% 11,113
PRIBILOF 2,397,910 0 352,686  100.00% 317417
SITKA 9,035.930 2113115 175979 50.15% 79428
SKAGWAY 1072990 360,794 0 64.52% 0
SOUTHEAST 4,391,390 0 455647  100.00% 410,082
SOUTHWEST 7.465.790 0 1045337  100.00% 940,803
ST. MARY'S 1435940 18134 125845 3608% 40,864
TANANA 1,198,040 44931 174471 35.10% 55115
UNALASKA 2,623.000 921,680 9,708 58.78% 5136
VALDEZ 5.224.040 1,789,344 55,397 46.28% 23,074
WRANGELL 3,137,230 592,522 5,799 4920% 2,568
YAKU" AT 1443870 111204 85961 32.35% 25.028
YUKON FLATS 6.551.400 0 725222 100.00% 652,700
YUKON/KOYUKUK 8.126.420 0 956.026  100.00% 860,423
YUPIIT 4,644.010 0 964,975  100.00% 868478
TOTALS §762,733630  Si 18836466 $553.758711 §34.746.308

3/26/96 File:96FOUND.XLS

FY96

Existing

FOUNDATION 1994 FULL \/ALUE

STATE AID

S0
5.106,276
551,662
3.658,815
179,614,753
1.794,300
15590.746
1751867
2,755,220
1699778
5,502,056
2,534.084
2,352,341
5,212,513
3033427
3,079.546
65,493,264
1426.647
2,279,602
1997258
1,006,322
5,271,682
22171617
1310929
1,793.366
44,204,720
9,908,609
1,598,757
13,409,749
5,008,089
6,836,447
36,345,527
12,873,784
56.457,710
1473947
4814871
10.304,572
16,460,997
596,214
3.145,664
2,080,493
6,843,387
712,196
3.981.308
6.524,987
1.376,942
1,097.994
1,696,184
3411,622
2542140
1,307,638
5,898,700
7265997
3975532

$609,150,856

DETERMINATION

89.105.700
12,434,108.720

176.792,300

185.337,580
63.665,300

75475300
131,012,300
3452917970
19,833.700
130 714,100
24,179.400
5,782,300

1,765.984,100
17,315,300

3.540.761.750
985.541,900
14,832.300
858,852,600

68.357,600

2.150,675,790
16.274,400
132,968,700
12,291.192,390
292.240.600
13.968.900
202,055,700

520,278,800
90.198.400

4,533,500
11.232.800
358,385,300
1052 513810
148,130,400
27.801,100

$41.361 020,810



ALASKA DEPARTMENT OF EDUCATION
FYO6 FOUNDATION PROGRAM
Mandatory incorporation of certain boroughs -CSSB280

BASIC NEED | REQUIRED | ELIGIBLE  PL81-874

$61,000 LOCAL 1 PL81-874 PERCENT
ADAK 0 $0 $0  100,00%
ALEUTIAN WEST 3,316,570 943,989 75206  100.00%
ALEUTIANS EAST 4.26b,170 356423 745,057 37.72%
ANCHORAGE 234908560  49.736435 9,630,158 64.12%
ANNETTE ISLANDS 2,780,990 0 1096313  100,00%
BERING STRAIT u 25,051,480 940,561 4,394,309 27.51%
BRISTOL BAY 2,637,030 707,169 333228 59.35%
CHATHAM A 4,729,940 137961 911,645 2751%
COPPER RIVER 5,604,070 1,288,936 113349  100.00%
DENALI 4,949,540 366,999 41482  100.00%
DILLINGHAM A 11,521,680 684,481 1614974 27.51%
FAIRBANKS 82993550 14300072 7901408 53.70%
GLACIER BAY AL 2.831,620 226,393 571,277 27,51%
HAINES/SKAf.WAY 3,884,480 894,750 21222 100.00%
IDITAROD A1 5,843,800 122,400 635,009 27.51%
JUNEAU 29,272,070 7,070,536 77,892 52.14%
KENAI 58411770 14163047 94,733 51.61%
KETCHIKAN 13,865.910 3954,768 28576 59 03%
KODIAK 17,883,370 3435410 1,498.140 77.00%
KUSPUK 71 5,654,090 127.800 717,779 2751%
LAKE AND PENN. 7,259,000 273430 983,338 16.85%
LOWER KUSKOKWIM A 45,793.310 1357787 6,042,323 2751%
LOWER YUKON nu 20,606,410 376324 5031256 27.51%
MAT-SU 65,079,680 9,694,707 45,126 53.46%
NORTH SLOPE 16,401,070 5489726 3357524 20.08%
NORTHWEST ARCTIC 18,654,410 708838 2468616 27.96%
PRIBILOF 12 2,397,910 238102 352,686 50.00%
PRINCE WILLIAM SOUND 12 10.601.800 3,560,540 251,496 50.00%
SITKA 9,035,930 2113115 175979 59.64%
PRINCE OF WALES = 9,840,520 555480 927,313 50.00%
UPPER TANANA 12 11,638,800 2,216 383 1,294.523 50.00%
WRANGELL/PETERSBURG 7,102,230 1,400,74- 31,777 96.73%
YAKUTAT 1443870 111,204 85,961 32.35%
YUKON FLATS 12 6,550,180 1,740,300 725,222 50.00%
YUKON/KOYUKUK 12 11,011,720 2,088,906 1483814 50.00%
TOTALS $763825530 $131,383716 $53758,711
PL81-874 Percentage
ALEUTIANS EAST 37.72%
LAKE AND PENN. 16.85%
NORTHWEST ARCTIC 27.96%
Average 27.51%

50 00%

DEDUCTIBLE

PL81-874
@ 90%

$0
67.685
252,932
5,557,372
986,682
1,087,987
177994
225714
102,014
37334
399,851
3,818,750
141,442
19,100
157,222
36,552
44,003
15182
1038211
177,715
149123
1,496,019
1,245,689
21,712
606,772
621,203
158,709
113173
94,458
417291
582,535
27,664
25,028
326,350
667,716

§20,897,184

3/26/% Flle:96FND280.XLS

FY96

Estimated

FOUNDATION 1994 FULL VALUE

STATE AID

$0
2,304,896
3.658,815
179,614,753
1.794,308
23022932
1,751,867
4,366,265
4213120
4,545,207
10,437,348
64.874,728
2463785
2,970,630
5,564,178
22,164,982
44,204,720
9,895,960
13,409,749
5,348,575
6,836,447
42,939,504
18,984,397
55,363,261
10,304,572
17,324,369
2,001,099
6,928,087
6.828,357
8,867,749
8.839.882
5,673,822
1,307,638
4,483,530
8,255,098

$611,544,630

DETERMINATION

361.535,300
89 105,700
12,434,108.720

235.140,200
176.792,300
34,490,300
668,865,000
91,749,700
171,120,300
3575017970
56,598,300
223687500
30,600,000
1.767,634,100
3540,761.750
988,691,900
858,852,600
31,950,000
68,357,600
339,446,800
94,081,000
2/423,676,790
12,291,192,390
177,209,500
59,525,400
1,272,675,200
528,278,800
138,869,900
554,095,700
350,186,100
27,801,100
435,075.000
522,226,500

$44,619,399420



Kuspuk REAA School District FY96 Foundation Calculations

K-12 Bil/Bic Special Ed. Voc. Ed. Total
ADM Units Units /1 Units Units /1 Units
Totals 468.35 62.46 1.00 5.23 1.00 69.69
1.33 Area Cost Differential
92.69 Adjusted Units

$61,000 Unit Value
$5,654,090 BASIC NEED

Total Impact Aid /2 $946,230
Less Indian Land Add-on (179,445)
Less Special Ed. Add-on (49,007)
Impact Aid Eligible for Deduction 717,778
State Statutory Deduction 90%

$646,000 » » » » » 646,000 Less Deductible Impact Aid

$5,008,090 State Foundation Aid
/1 Minimum of 1 unit for the district if providing services. fofter adjusting for Indian lands and special education add-ons, under
the Impact Aid law the state may consider up to 100% of the impact aid |

funds when determining state aid if the school district is not required to
make a local contribution.

/2 Impact aid funds are federal payment direct to school districts.

Page 10f 6



Kuspuk Borough School District FY96 Foundation Calculations

K-12 Bil/Bic Special Ed. Voc. Ed. Total
ADM Units Units /1 Units Units /1 Units
Totals 468.35 62.46 1.00 5.23 1.00 69.69
1.33 Area Cost Differential
92.69 Adjusted Units
$61,000 Unit Value
$5,654,090 BASIC NEED
Estimated 1994 Full Value 31,950,000 X .004 = 127,800 Less Required Local Effort
FY96 Required Local divided $127,800
Estimated Budgeted Local 464,558
Impact Aid Percentage 27.51%

Total Impact Aid /2

Less Indian Land Add-on

Less Special Ed. Add-on

Impact Aid Eligible for Deduction
Impact Aid Percentage

Amount Eligible for Statutory Deduction
State Statutory Deduction

/1 Minimum of 1 unit for the district if providing services.

/2 Impact aid funds are federal payment direct to school districts.

$946,230
(179,445)
(49,007)
717,778
27.51%
197,461
90%
$177,715 » » » » » 177,715 Less Deductible Impact Aid
$5,348,575 State Foundation Aid

After adjusting for Indian lands and special education add-ons, under
the Impact Aid law the state may consider impact aid funds in
proportion to the share that local revenues covered under the state
equilization program are of total local revenues. Title VIII

.Section 8009(d)(1)(B)

Page 2 of 6



Change in foundation formula funding

Basic Need 4 Mill Local
Kuspuk REAA 5,654,0.90 0
(uspuk Borough 5,654,090 (127,800)
Difference $0 ($127,800)

Change in total revenue

State Aid Local Revenue

Kuspuk REAA 5,008,090 0
(uspuk Borough 5,348,575 464,558
Difference $340,485 $464,558

Deductible
State Aid
(646,000) 5,008,090 Increase in
(177,715) 5.348,575 State Aid
$468,285 $340,485 6.8%
Impact Aid Total
946,230 5,954,320 Increase in
946,230 6,759,363 Total Revenue
$0 $805,043 13.5%

Page 3 of 6



Pribilof REAA School District FY96 Foundation Calculations

K-12 Bil/Bic Special Ed. Voc. Ed. Total
ADM Units Units /1 Units Units /1 Units
Totals 213.15 25.00 101 3.23 1.00 30.24
1.30 Area Cost Differential
39.31 Adjusted Units

$61,000 Unit Value
$272397,910 BASIC NEED

Total Impact Aid 12

$455,105
Less Indian Land Add-on (70,608)
Less Special Ed. Add-on (31,811)

Impact Aid Eligible for Deduction 352,686
State Statutory Deduction 90%

$317,417 » » » » » 317,417 Less Deductible Impact Aid
$2,080,493 State Foundation Aid

- . o - : After adjusting for Indian lands and special education add-ons, under

/1 Minimum of 1 unit for the district if providing services. ) ) . .
the Impact Aid law the state may consider up to 100% of the impact aid |

12 Impact aid funds are federal payment direct to school districts. funds when determining state a>d if the srhoc! distiiul is riot required to

make a local contribution.
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Pribilof Borough School District FY96 Foundation Calculations

K-12 Bil/Bic
ADM Units Units /1
Totals 213.15 25.00 1.01

Estimated 1994 Full Value

FY96 Required Local divided $238,102
Estimated Budgeted Local 476,200
Impact Aid Percentage 50.00%

Total Impact Aid /2

Less Indian Land Add-on

Less Special Ed. Add-on

Impact Aid Eligible for Deduction
Impact Aid Percentage

Amount Eligible for Statutory Deduction
State Statutory Deduction

/1 Minimum of 1 unit for the district if providing services.

/2 Impuct aid funds are federal payment direct to school districts.

Special Ed. Voc. Ed. Total
Units Units /1 Units
3.23 1.00 30.24
1.30 Area Cost Differential
39.31

$61,000 Unit Value
$2,397,910 BASIC NEED

59,525,400 X .004 = 238,102 Less Required Local Effort

$455,105
(70,608)
(31,811)
352,686
50.00%
176,343
90%
$158,709

» » » » »

158,709 Less Deductible Impact Aid
$2,001,099 State Foundation Aid

Wter adjusting for Indian lands and special education add-ons, under
the Impact Aid law the state may consider impact aid funds in
proportion to the share that local revenues covered under the state
equilization program are of total local revenues. Title VI

Section 8009(d)(1)(B)
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Change in found ition formula funding

Basic Need 4 Mill Local

Pribilof REAA 2,397,910 0
Pribilof Borough 2,397,910 (238,102)
Difference $0 ($238,102)

Change in total revenue

State Aid Local Revenue

Pribilof REAA 2,080,493 0
Pribilof Borough 2,001,099 476,200
Difference ($79,394) $476,200

Deductible

Impact Aid
(317,417)
(158,709)
$158,708

Impact Aid
455,105
455,105

$0

Page 6 of 6

State Aid
2,030,493 Increase in
2,001,099 State Aid
($79,394) -3.8%

Total
2,535,598 Increase in
2,932,404 Total Revenue
$396,806 15.7%



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB28Q (FIN) am

1996 LEGISLATIVE SESSION

Revision Date: April 22 .1,99 _ Department Affected: Education
Title: "An Act relating to the mandatory incorporation of BRU: .KJ.2.Support

certain boroughs in the unorganized.borouah." Component: Foundation Program
Sponsor:  Senator | orgers.Qn
Requester: fctonss-SlataAffairs,Committee COMPONENT SERIAL NO. 141

(Thousands of Dollars)
OPERATING Fy 97 Fy 98 FY 99 FY 00 Fy 01 Fy 02

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS -0- -0- -0- -0- 2,530.7 41.2
MISCELLANEQOUS

TOTAL OPERATING

CAPITAL EXPENDITURES -0- -0- -0 -0- 2,530.7 41.2

CHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF -0- -0- -0- -0- 2.530.7 41.2
1005 GF/Prograin Receipts

1006 GF/MHTIA

Other

TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY 1
Estimate of current year (FY96) impact: $ -0-

Prepared by: Eddv Jeans Phone: 465-8685
Division: School Finance Date: . April 22.1996
Approved by Commissioner: Richard S. Cross. Deputy Commissioner

Agency: .Edu.QaliOn 7- Date:  April 22.1996
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

g:\distsup\Jeg96\FN Page 1 .of



Fiscal Note Analysis for CSSB280 (FIN) am

AS 29.05.130 allows a newly incorporated municipality to integrate service areas within two years after
date of incorporation. Regional education attendance areas are included as service areas according to
AS 29.03.020. AS 14.17.025(f) allows the phasing-in of local contributions to schools over a four year
period after the newly formed borough operates schools. The phase-in provisions are as follows; the
first year is zero, the second year is the equivalent of 2 mills, the third year is the equivalent of 3 mills
and forth year is the equivalent of 4 mills. Currently, home rule and first class cities in the unorganized
boroughs are required to contribute to schools the equivalent of a four mill tax levy. When a first class
city is incorporated into a borough, the city’s local share to schools is subsidized with state general fund
during the phase-in provisions of AS 14.17.025(f). Based on the schedule of borough incorporation
outlined in section 2 of CSSB280 and the phase-in provisions of AS 29.05.130 and AS 14.17.025(f), all
boroughs will be subject to the 4 mill required local effort of AS 14.17.025 by fiscal year 2007.

Following is the potential increase in required local effort when all boroughs are fully phased-in and

contributing at the 4 mill requirement.
4 Mill Equivalent

Existing 1994 Full Values utilized in foundation formula excluding

North Slope, Unalaska and Valdez. /1 $27,658,929,310 $110,635,717
Proposed 1994 Full Values utilized in foundation formula excluding

North Slope, Aleutians West (Unalaska area) $30,694,380,530 $122.777.522

and Prince William Sound (Valdez area). Difference $12,141,805

/1 - North Slope, Unalaska and Valdez full values have been excluded because their required local
effort under the foundation program is 35% of basic need of the preceding year.

Page 2 of 3



o C afieg

A B C D | E F G
CSSB280 Fiscal Note

Incorporation
Date FY99 FY99 FYOO FYo1 FY02
7/1/98 C&RA C&RA ED 2,530.70 (2.460.60)
(4,991.30) 2 mill Eq.
7/1/99 N/A C&RA C&RA ED 2,501.80
Total 2,530.70 41.20
KEY

C & RA = AS 29.05.130, Integration of special districts and service areas - within two years after date of incorporation.
ED = AS 14.17.025, Local Contributions - four year phase-in of required local effort, after borough operates schools.
First year is zero, second year equivalent of 2 mills, third year equivalent of 3 mills and fourth year equivalent of 4 mills.

------ - - ANm—fnm wm MINIMUM—W LIV P f JiLWiT LA A w»iirr--nn- »Mn-»-

4 Mill Equivalent

Existing FY1994 Full Values utilized in foundation formula excluding North Slope, Unalaska and Valdez $27,658,929,310  $110,635,717

ProDosed FY1994 Full Values utilized in foundation formula excluding North Slope, Aleutians West and Prince William Sound $30,694,380,530  $122,777,522
Increases in required local effort by the year 2007 $12,141,805

CSSB280 XLS



To: Eddy Jeans, Department of Education (by fax: 463-5279) (telephone 465-8685]
From: Dan Bockhorst (fax: 269-4539) (telephone 269-4559]
Date: MarchS, 1996

Subject: CSSB 280 (C&RA)

For purposes of preparing its Fiscal note for the subject legislation, DCRAwill assym
thatencgrPoratm% ol?ne horou ﬂ éand annexaﬂea toex? %oroughs and unH|e

municipalities will take effect according to the following sc e Ule;

) lyngé‘rq?atlon of Prince William Sound Borough (Chugach REAA Cordova and

U
1

ration of Copper River B sm rou er River REAA
% QEAA%)ratlon oF UpB rTanana asin orog %Aggka ateway a?ad Delta Greely

Jul
1 yn]&]J%g%atmn of Yukon Koyukuk Borough (Yukon Koyukuk REAA, Galena; excludes

2 Annexation of Nenana tq the Denall
Incor rat|ono él<on Elats Boroug ?\?li?on Flats REAA, excluding Livengood,

Cent an C|rce Hot (Pnnr?
4 AB\nnexaﬁlono L|vengo tral and Circle Hot Springs to the Fairbanks North Star
00
5 Incorporation of Aleutians-West Borou thIeunan Region REAA Unalaska) Jnote
{ ISWOl1|d combgnet 0 mode borough regions imto one Which appears warranted
Ue to closure of Ada Naval Alr Statio
6 [ncorporation o range /Pe(te[stqB rogvh Wrangell, Petershur, KuRre 0
note. [t1s possiple, infleed | Iq recommend thatWrangell and
Petersburg be allowed to form separate boroug

aty 12000 . . .
J1Iy|n]60rporat|on of Lower Kuskokwim Borough (Lower Kuskokwim REAA Yupiit

|ncor oratjon of Bering Straits Borough (B r| Straits REAA Nom
§ Incorporatjon o{gauﬂ%/v F& |on %%roga%g ﬁ est Regio RELADnIm ham)

R, O? lgnorncreng es Isan neluding H porﬂono outheasta%%ré&%
rgAI xanéjeganda tﬂe southern end o?

f(out Ielrn ejnd 0 Barano Is’and mcludmg Por
Uiul Islan
) Annexa%o offfyder and Meyers Chuck to the Ketchikan Gateway Borough

Reference for SB 28C
Fiscal Note



MRS TO-TOLY ST A wiam

Page 2

6. Iglc%&(gtion of Lower Yukon Borough (Lower Yukon REAA, Kashunamiut REAA

July 12001
1¥n%or oratlono[Pnbno Islands Bor Pnbﬂoi] ands REAA)
2 Incotforatmno Glacler B ay Borou EE) lon of am REAAencompassmg

Gustavus, Elfin Cove, Freshi ter y, ame Creek, Whitestone Logging Campand
Tenakee Sprin i Hoon

ah, Pelic
3 Incorgorat on 0f Chat am goro FROWEH Bay, Cube Cov ake, Ango On?ay

4 Anne at}on 0f S a%vrva)g ggaratlg bo?oué%t I-Lnes Bﬁjrszgu note:

su ort ormatlon or Skagwa
s MEami e
nco{Eoratfong( tdp oﬁ Pro h% tfro?

8 Incorporation ot Annette IslandS Borough (Annette Islands REAA)

Reference for SB
Fiscal Note
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