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DATE: February 6, 2001
TO: C&RA Committee File
FROM: Mary Jackson, C&RA Committee Staff

RE: SB 48 - February 7, 2001 Meeting Materials

Materials for the February 7, 2001 meeting, distributed 2/6/01, are:

1 Revised Sponsor Statement
2. Revised Fiscal Note

Informational material requested at tho last meeting has not yet been
received and will be distributed when received.

We have had written testimony submitted on this bill. Those materials are
available for your review at any time and will also be on my desk at the

meetings during which the bill is heard.
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SPONSOR STATEMENT

Senate Bill 48
Equity in Education Funding Act

Last year the Department of Education and Early Development distributed over $121
million in General Fund money to fund K-12 educational programs in 19 Regional
Educational Attendance Area (REAA) school districts from which no local match dollars
were required from its local residents to help support their children's educational needs.
Meanwhile, citizens residing in Alaska's organized municipal school districts were
required by state law to contribute $144 million local dollars to support their local

education.

The reason for this apparent unfair disparity in state law is simple: residents of an REAA
school district live within a community or area of our state that does not have the
authority to levy or collect taxes and, therefore, cannot be mandated by the State to
contribute any local dollars towards education. Senate Bill 48 recognizes this unequal
level of personal responsibility and establishes a procedure to analyze the readiness of the
people in unorganized Alaska to establish a system of local government with the powers
of taxation and thereby the capability of assisting in funding the K-12 education of their

children.

This legislation acknowledges that, while all communities of Alaska are perhaps not
financially able to sustain a borough government, some areas of the state may very well
have developed the capacity to operate boroughs or may meet applicable standards for
annexation to current boroughs. Senate Bill 48 directs the Department of Community and
Economic Development to annually present to the Local Boundary Commission a list of
areas in the unorganized borough that reasonably appear to satisfy existing standards for

borough incorporation or annexation.

The Local Boundary Commission will consider and then select from this list areas that
may warrant incorporation or annexation. The Department of Community and Economic
Development will then draft an incorporation or annexation petition for the selected area,

Home of the
University of Alaska
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Potential Revenue Related Impacts of

SB 48 Municipalities: Incorporation/Property Valuation
Department of Community & Economic Development

> National Forest Receipts: This program distributes federal funds to organized
boroughs, REAASs, and cities within national forests. Funds may be used only for
education and roads. If both national forests in Alaska were wholly included in
organized boroughs, four REAAs and sixteen cities located within the unorganized
portion of the Tongass and Chugach National Forests would become ineligible for

funding.

Potential Impact: The $5,567 748 currently received each year by those four REAAs
and sixteen cities would be shifted to organized boroughs. The organized boroughs
would assume responsibility for education in the areas previously served by the four
REAAs and in nine cities (of the sixteen) that currently provide education services.

> Payment in Lieu of Taxes (PILT): The federal Payment in Lieu of Taxes Program
(PELT) provides payments to local governments, typically counties or boroughs, that
contain federal lands (national forest, national parks, etc.). A special provision for
Alaska provides for distribution of PILT funds to ninety-six cities located in the
unorganized borough. Current annual PILT funding for these cities is $5.1 million.

Potential Impact: If the unorganized borough became incorporated as boroughs, the
cities located within those boroughs would become ineligible for PILT funds, which
would subsequently be distributed directly to the new boroughs.

> State Revenue Sharing: Unincorporated communities and volunteer fire departments
(VFDs) located within the unorganized borough qualify for funding under the state
revenue sharing program. Currently, sixty-five unincorporated communities receive a
total of $241,000 annually and twenty-one VFDs received a total of $12,000

annually.

Potential Impact: Upon incorporation of a borough, these entities would no longer be
eligible for funding. Their allocations would be redistributed to all municipalities

under the existing revenue sharing formulas.

> Unincorporated Capital Match Grant: There are currently two state capital
matching grant programs. One program provides funding for municipalities that
share available funding through a formula-based allocation. A second program
provides fixed $25,000 capital matching grants for unincorporated communities
located within the unorganized borough. Currently, seventy-four unincorporated
communities participate and receive a total of $1,850,000 annually.



Potential Impact: Were the unorganized borough to be completely incorporated as
boroughs, the unincorporated communities would no longer be eligible for direct
participation in the program. Funding for the unincorporated community program
would be rolled into the municipal capital match program in which the newly

incorporated boroughs would participate.

> Fisheries Business Tax: Under the Shared Fisheries Business Tax Program, cities
located within the unorganized borough retain one-half of the state fish tax collected
based on fish processing which occurred within their respective city boundaries. Last
year, thirty-one cities located in the unorganized borough received a combined total

of about $4.6 million annually.

Potential Impact: Under this program, cities that are located within a borough are
required to split the local share with the borough. Consequently, after incorporation
of a new borough, half of this locally shared amount would be distributed to the new
borough in which the city is located. This change in distributing fish tax funds would

occur over a five year period.

02/06/01



FISCAL NO

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: SB 48
() Publish Date:
Revision Date/Time (Note if correction): 1/31/2001C1 Dept. Affected: DCED
Title: MunicipalitiesJncorporation/Property Valuation BRU: Comm Asst&Econ Dev
Component: Community &

Sponsor: WILKEN, Donley, Cowdery. Green, Phillips Business Development
Requester: Senate CRA Component Number: 2486
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual 100.0 100.0 100.0 100.0 100.0 100.0
Supplies
Equipment
Land & Structures
Grants & Claims 0.0 300.0 500.0 600.0 600.0 600.0
Miscellaneous

TOTAL OPERATING 100.0 400.0 600.0 700.0 700.0 700.0
CAPITAL EXPENDITURES |

0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 100.0
1005 GF/Program Receipts
1037 GF/Mental Health
1156 RSS

400.0 600.0 700.0 rcc.o 700.0

TOTAL 100.0 400.0 600.0 700.0 700.0 700.0

Estimate of any current year (FY2001) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attachaseparate page ifnecessary)

Assumptions.

1. SB 48 will be enacted in 2001.
2. Beginning in FY 2002, one petition for borough incorporation or annexation will initiated annually under the provisions of SB 48.

Each petition initialed under SB 48 would not have otherwise been initiated under current law. (Ofcourse, ifno petition is initiated, there

will be no expense).
3. Each borough incorporation or annexation petition that is initiated under SB 48 will be approved by the Local Boundary Commission

and the Legislature. The first such incorporation or annexation will occurin FY 2003. (Ol course, if the Local Boundary Commission or

Legislature disapprove the petition, there will be no cost foran organizational grant.)
4. Foreach pelition, a financial consultant with expertise in local government finance and property values will be utilized to prepare an

independent analysis of the financial feasibility of the proposed borough.
(continued on separate page)

Phone (907) 269-4580
Date/Time 01/29/01

Date 1/31/2001 1:10p.m.

Prepared by: Pat Poland
Division Community and Business Development

Approved by: Commissioner Deborah B. Sedwick
Agency Department of Community & Economic Development
For distribution information, call the Governor's Legislative Office

Page 1 of 2
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Fiscal Note: SB 48 - Additional Notes

Estimated costs.

Contractual Services. $100.0 will be needed annually beginning in FY 2002. These funds are necessary to
prepare and process a petition for incorporation or annexation. The funds will be used primarily to develop
credible and thorough expenditure and revenue projections relating to each proposed borough incorporation or
annexation. Detailed information will be needed regarding local revenue alternatives (e.g., property taxes,
general sales texes, bed taxes, alcohol taxes, tobacco taxes, fish taxes, and severance taxes) as well as State
and Federal revenue sources. Additionally, it is important to the long-term interests of the State to obtain a
thorough and credible estimate of the full and true value of each area proposed for incorporation or annexation.

Organization grants. Each borough incorporation and annexation will result in an entitlement to an organization

grant under AS 29.05.190. Each grant entitlement is paid over three years ( $300.0 the first year, $200.0 the
second year, and $100.0 the third year).

Year FY 02 FY 03 FY 04 FY 05 FY 06 FY 07

Contractual Services $100.0 $100.0 $100.0 $100.0 $100.0 $100.0
Grants 0.0 300.0 500.0 600.0 600.0 600.0
Total $100.0 $400.0 $600.0 $700.0 $700.0 $700.0

For distribution information, call the Governor’s Legislative Office

(Rov 12/20000mb)



Alaska State Legislature

Senator John Torgerson
¢ Ciiair,Senate Community and Regional Affairs Committee

¢ Chair,Senate Resources Committee

Session: District:
45457 Kcnai Spur Hvvy.; Suite 101B, Soldotna, AK 99669

Slate Capitol, Room 427, Juneau, AK 99801
Telephone 907/465-2828 Fax 907/465-4779 Telephone 907/260-3042 Fax 907/260-3044

DATE: February 20, 2001
TO: Tam Cook, Legal

FROM: Mary Jackson

RE: SB 48 - Committee Substitute: CRA

Please prepare a CS for SB 48 which will accomplish the following.

1 Include a section that authorizes the previous 3mdclass borough
incorporation.

2. Include a section that requests the LBC to formalize the unorganized
borough areas by naming them separate unorganized boroughs (i.e.,
in lieu of one, large unorganized area, providing names for the
several proposed boroughs, still keeping them “unorganized”).

The request would include the suggestion that the newly named
unorganized boroughs look to the boundaries of the existing REAAs
and Model Borough Boundary Plan as a basis for drawing up
boundaries for the new unorganized boroughs.

Thank you for your time and consideration.

Representing Tiie Kenai Peninsula
AnchorPoint  HearCreek Clam Guich ~ Cooper ljinding Crown Point = Fritz Creek Hapgy Valley Halibut Cove Homer Hope Kachemuk City — Kachcmak Scto
Kusitof ljowcHPoint Moose Pass Nanwalck ~Nikutaevsk Ninilcliik Port Graham ~Razilolnn  Seward Schlovia Sahlotiui Stariski ~ Stering  Voznesenka



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029
Mail Stop 3101

State Capitol
Juneau, Alaska 99801-1182
Deliveries to: 129 6th St.,, Rm. 329

MEMORANDUM February 6,2001

SUBJECT: Annexation by local action, authority of the Local Boundary
Commission (SB 48)

TO: Senator John Torgerson, Chair
Senate Community and Regional Affairs Committee

Attn: Mary Jackson

FROM: Tamara Brandt Cook
Director X (jX

You note that current statutes dealing with borough formation require a vote of the
people. (AS 29.05.110) You ask whether it is possible to have an annexation process
that requires a vote of the people. It is and such a process exists now. AS 29.06.040(c)

provides:

(c) In addition to the regulations governing annexation by local action adopted
under AS 44.33.812, the Local Boundary Commission shall establish procedures for
annexation and detachment of territory by municipalities by local action. The procedures

established under this subsection must include a provision that
(1) a proposed annexation and detachment must be approved by a majority

of votes on the question cast by voters residing in the area proposed to be ai lexed or
detached;

(2) municipally owned property adjoining the municipality may be
annexed by ordinance without voter approval; and

(3) an area adjoining the municipality may be annexed by ordinance
without an election if all property owners and voters in the area petition the governing

body.

For regulations implementing the process see in particular 3 AAC 110.590 and
110.600(b). It is worth noting that the state constitution permits boundary changes by
local action under the last sentence of Art. X, Sec. 12: "The commission or board [Local
Boundary Commission], subject to law, may establish procedures whereby boundaries

may be adjusted by local action.”

You also ask about the relationship between the authority of the legislature and the
authority of the Local Boundary Commission with respect to establishing and changing
municipal boundaries. Both bodies share authority. The legislature is charged with
coming up with standards for borough incorporation and with establishing methods for



Senator John Torgerson
February 6,2001
Page 2

incorporating, changing, and dissolving cities and boroughs. (Art. X, secs. 3 and 7)
However, the legislature is precluded from making a specific boundary change because
such an effort, unless it can be demonstrated to be a matter of statewide rather than local
concern, amounts to local and special legislation prohibited under Art. Il, sec. 19.
(Abrams v. State. 534 P.2d 91 (Alaska 1975))

The Local Boundary Commission, on the other hand, is charged under the state
constitution with making specific boundary change proposals which automatically
become effective unless disapproved by the legislature. (Art. X, sec. 12) Furthermore,
the Local Boundary Commission may present any proposed boundary change. As to
these proposals, voter approval is not required. The framers of the Alaska Constitution
determined that local political decisions do not usually create proper boundaries and that
boundaries should be established at the state level. iFairview Pub. Util. Dist. No. 1 v.
City of Anchorage. 368 P.2d 540 (Alaska 1962); City of Douulas v. City of Juneau, 484
P.2d 1040 (Alaska 1971)) For this reason, even in instances that involve local action and
a vote of the people, the boundary change is also subject to approval by the Local
Boundary Commission. (See AS 29.05.100 as to approval of incorporation petitions)

TBC:glc
0l-101.glc



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: CSSB48(CRA)
() Publish Date:
Revision Date/Time (Note if correction): 03/07/2001 11:36a.m. Dept. Affected: DCED
Title: Municipalities:Incorporation/Property Valuation BRU: o Comm. Asst & Econ. Dev
Component: Community and Business

Sponsor: Senator Wilken Development
Requester: Senate CRA Component Number: 2486
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Senl/ices
Travel 16.0
Contractual 114.0 100.0 100.0 100.0 100.0 100.0
Supplies
Equipment
Land & Structures
Grants A Claims 0.0 300.0 500.0 600.0 600.0 600.0
Miscellaneous

TOTAL OPERATING 130.0 400.0 600.0 700.0 700.0 700.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) r |

FUND SOURCE (Thousands of Dollars

1002 Federal Receipts
1003 GF Match

1004 GF 130.0 400.0 600.0 700.0 . 700.0 700.0
1005 GF/Program Receipts
1037 GF/Mental Health m
Other (Specify Type)
TOTAL 130.0 400.0 600.0 700.0 700.0 700.0
0.0

Estimate of any current year (FY2001) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

Full-time
Part-time
Temporary

ANALYSIS:  (Attacha separate page if necessary)
Assumptions.

1.SB 48 will be enacted in 2001.
2. Beginning in FY 2002, one petition for borough incorporation or annexation will initiated annually under the provisions of SB 48.

Each petition initiated under SB 48 would not have otherwise been initiated under current law. (Ofcourse, if no petition is initiated,

there will be no expense).
3. Each borough incorporation or annexation petition that is initiated under SB 48 will be approved by the Local Boundary

Commission and the Legislature. The first such incorporation or annexation will occur in FY 2003. (Of course, if the Local
Boundary Commission or Legislature disapprove the petition, there will be no cost foran organizational grant.)
4, For each petition, a financial consultant with expertise in local government finance and property values will be utilized to prepare

anindependent analysis of the financial feasibility of the proposed borough.
(continued on separate page)

Phone 907-269-4580
Date/Time 03/07/2001 11:36a.m.

Date 3/7/2001

Prepared by: Pat Poland, Director
Division Community and Business Development

Approved byt/CtlftWiissioner Deborah B. Sedwick
Agency Department of Community & Economic Development
For distribution information, call the Governor's Legislative Office

Page 1 of 3_

(Rev 2/7/2001 OMB)



Fiscal Note: SB 48 - Additional Notes

Estimated costs.

Contractual Services. $100.0 will be needed annually beginning in FY 2002. These funds are necessary to
prepare and process a petition for incorporation or annexation. The funds will be used primarily to develop
credible and thorough expenditure and revenue projections relating to each proposed borough incorporation
or annexation. Detailed information will be needed regarding local revenue alternatives (e.g., property
taxes, general sales taxes, bed taxes, alcohol taxes, tobacco taxes, fish taxes, and severance taxes) as well
as State and Federal revenue sources. Additionally, itis important to the long-term interests of the State to
obtain a thorough and credible estimate of the full and true value of each area proposed for incorporation or
annexation.

Organization grants. Each borough incorporation and annexation will resultin an entitlement to an
organization grant under AS 29.05.190. Each grant entitlement is paid over three years ($300.0 the first
year, $200.0 the second year, and $100.0 the third year).

Year FY 02 FY 03 FY 04 FY 05 FY 06 FY 07

Contractual Services $100.0 $100.0 $100.0 $100.0 $100.0 $100.0
Grants $0.0 $300.0 $500.0 $600.0 $600.0 $600.0
Total $100.0 $400.0 $600.0 $700.0 $700.0 $700.0

Additional Fiscal Impacts as per CSSB 48 (CRA)

DCED estimates its fiscal impact of dividing the single unorganized borough into multiple unorganized
boroughs in accordance with Section 6 of CSSB 40 (CRA) to be $30.0. In particular, DCED estimates the

' following fiscal impacts for Fiscal Year 2002.

Action Cost
Printing, publication, and mailing of initial informational materials to principal local
service providers throughout the unorganized borough (114 cities, 19 REAAs, 4
CRSAs, 11 Native regional non-profit associations, approximately 65
unincorporated recipients of state revenue sharing, and approximately 150
federally recognized tribal entities) $8.0

Travel by DCED staff to ten regional centers to conduct public informational

meetings $8.0
Publication and mailing of public notice often DCED informational meetings $1.0
Pubiication and distribution of report to the LBC $1.0
Publication and mailing of public notice of ten LBC hearings $1.0

Travel by LBC to ten regional centers to conduct public hearings (assumes that
LBC will splitin'o two groups to conduct hearings, with 2 or 3 commission

members and 1 staff attending each hearing). $8.0
Long distance telephone charges for teleconference connections $2.0
Publication and distribution of LBC decisions. | $1.0

Assumptions for Additional CSSB 48 (CRA) Fiscal Impacts

The foundation for the division of the single unorganized borough into multiple unorganized boroughs already
exists in the form of the model borough boundaries established by the LBC between 1989- 1992. The
model borough boundaries project involved LBC hearings in 88 communities (in person or by
teleconference). Thus, public informational meetings and hearings to divide the unorganized borough into
unorganized boroughs as required by CSSB 48 would be limited to those relatively few unorganized areas
where circumstances warrant further consideration of the suitability of model boundaries as boundaries of
unorganized boroughs. DCED estimates that ten such areas exist, (continued on following page)

For distribution information, call the Governor's Legislative Office

Page 2 of 3_
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Fiscal Note: SB 48 - Additional Notes (continuad)

The fiscal impacts identified above do not include stafftime since DCED's duties under existing law include
serving as staffto the LBC. Moreover, DCED'’s duties include assisting local governments. DCED assumes
that many communities will seek assistance from DCED on topics relating to CSSB 48. DCED is likely to
include travel expenses and other expenses in that regard beyond the levels stated in the fiscal note.
However, here again, such activities are consistent with the current duties and functions of DCED. Expenses
incurred in such activities will be funded through DCED's normal operating funding.

For & tribution information, call the Governor's Legislative Office
(Rov 2/7/2001 omb) Page_ 3_of__3
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AMENDMENT

OFFERED IN THE SENATE BY SENATOR TORGERSON

TO: CSSB 48(CRA), Draft Version "S"

Page 1, line 6, following "boroughs":
Insertand providing for an effective date"

Page 6, following line 6 :
Insert a new bill section to read:
"* Sec. 8. This Act takes effect immediately under AS 01.10.070(c)."
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: CS SB 4 (CRA)
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected: Revenue
Title: Municipal Property Tax Exemption ‘BRU: Revenue Operations
Component: 2476
Sponsor: Senator Therriault
Requester: Senate Community and Regional Affairs Component Number:
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do notinclude inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | | |

FUND SOURCE (Thousands of Dollar”)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2001) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attacha separate page if necessary)

This legislation, as amended by the committee substitute offered by Senate Community and Regional Affairs, would

not have an effect on state revenues.

Phone 269-1033
Date/Time Feb. 28, 2001, noon

Date Feb. 28. 2001

Prepared by: Dan Dickinson, Director
Division Tax Division
Approved by: Larry Persily, Deputy Commissioner
Agency Department of Revenue
For distribution information, call the Governor's Legislative Office

Page 1 of 1_

(Rov 2/7/2001 OMB)
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Cook
2/27/01

CS FOR SENATE BILL NO. 48(CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS WILKEN, Donley, Cowdery, Green, Phillips
A BILL
FOR AN ACT ENTITLED
I "An Act relating to the determination of full and true value of taxable municipal
property for purposes of calculating funding for education and certain other programs,
to incorporation of third class boroughs, to incorporation of certain boroughs in the
unorganized borough and annexation of portions of the unorganized borough to

boroughs and unified municipalities, and to the formation of separate unorganized
boroughs."

| BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

|* Section 1. The uncodified law of the State of Alaska is amended by adding a new  section

| to read:

LEGISLATIVE PURPOSE, (a) It is the purpose of the legislature to carry out the

| directive contained in art. X, sec. 3, Constitution of the State of Alaska, which provides, in

part, "The entire State shall be divided into boroughs, organized or unorganized."

I (b) The unorganized borough is divided into several unorganized boroughs toenable

-1- CSSB 48(CRA)
New Text Underlined [DELETED TEXT BFACKETED]
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WORK DRAFT WORK DRAFT 22-LS0025\S

the state to provide critical services on a more carefully controlled regional basis, to facilitate
the gathering of information that reflects regional differences, and to separately track state

expenditures and revenues in each of the unorganized boroughs.

(© Permitting the incorporation of third class boioughs serves the purpose of
encouraging formation of organized boroughs by increasing options for the types of borough
government available to address unique ’ocal needs.

* Sec. 2. AS 14.17.510(a) is amended to read:

kOoo\l@o-n-booN

Ooool\)l\)l\)l\)l\)l\)l\)l\)l\)l\)
PO © ® N e o R wN kO bk RYEREREBEREER

CSSB 48(CRA)

(a) To determine the amount of required local contribution under

AS 14.17.410(b)(2) and to aid the department and the legislature in planning, the
Department of Community and Economic Development, in consultation with the
assessor for each district in a city or borough, shall determine the full and true value of
the taxable real and personal property in each district in a city or borough. If there is
no local assessor or current local assessment for a city or borough school district, then
the Department of Community and Economic Development shall make the
determination of full and true value .from information available. In making the
determination, the Department of Community and Economic Development shall be
guided by AS 29.45.110. However, the full and true value of taxable real and
personal property in any area detached shall be excluded from the determination
of the full and true value of the municipality from which the property was
detached for the two years immediately preceding the effective date of the
detachment. Also, in making the determination for a municipality that is a
school district or for a city that is within a borough school district, the assessed
value of property taxable under AS 43.56 shall be excluded if a municipal tax is
not levied under AS 29.45.080 in that school district. The determination of full and
true value shall be made by October 1 and sent by certified mail, return receipt
requested, on or before that date to the prerdent of the school board in each city or
borough school district. Duplicate copies shall be sent to the commissioner. The
governing body of a city or borough that is a school district may obtain judicial review
of the determination. The superior court may modify the determination of the
Department of Community and Economic Development only upon a finding of abuse

of discretion or upon a finding that there is no substantial evidence to support the

2.
New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 22-LS0025\S

determination.
*Sec. 3. AS 29.05.031(a) is amended to read:

(a) An area that meets the following standards may incorporate as a home rule,
first class, [OR] second class, or third class borough, or as a unified municipality:
(1) the population of the area is interrelated and integrated as to its

social, cultural, and economic activities, and is large and stable enough to support

borough government;
(2) the boundaries of the proposed borough or unified municipality

conform generally to natural geography and include all areas necessary for full

development of municipal services;

(3) the economy ofthe area includes the human and financial resources
capable of providing municipal services; evaluation of an area's economy includes
land use, property values, total economic base, total personal income, resource and

commercial development, anticipated functions, expenses, and income of the proposed

borough or unified municipality;
(4) land, water, and air transportation facilities allow the

communication and exchange necessary for the development of integrated borough
government.
*Sec. 4. AS 44.33 is amended by adding a new section to article 11 to read:

Sec. 44.33.830. Incorporation or annexation of unorganized areas, (a) In
addition to other methods for incorporation and annexation provided by law, an area
of the unorganized borough may be incorporated as a first class, second class, or third
class borough or annexed to an existing borough or unified municipality under (b) - (f)

of this section. AS 44.33.814 - 44.33.828 apply to actions taken by the commission

under this section.
(b) The Department of Community and Economic Development shall

determine which areas of the unorganized borough reasonably appear to satisfy
standards for borough incorporation or for annexation to an existing borough or
unified municipality. By September 30 of each year, the department shall present to
the Local Boundary Commission a list of those areas that reasonably appear to satisfy

standards for borough incorporation or for annexation to an existing borough or

-3- CSSB 48(CRA)
New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 22-L.S0025\S

unified municipality, together with the department's analysis supporting its
conclusions regarding the incorporation or annexation standards for each of the areas.
By November 30 ofeach year, the commission shall select areas from the list provided
by the department that the commission determines may warrant incorporation or
annexation. By March 31 of the following year, the department shall prepare a
petition for borough incorporation or for annexation of each of tire areas selected by
the commission. The department shall conduct at least one public meeting in each
area for the purpose of gathering information needed to prepare the petition. The
department shall provide public notice when the petition has been prepared, make
copies ofthe petition available, and provide any interested person with the opportunity
to submit written comments on the petition. After considering the comments, the
department may amend the petition. The department shall file the original petition or,

if amended, the amended petition with the commission.

a

(c) Upon receipt of a petition filed under (b) of this section, the Local
Boundary Commission shall hold at least one public hearing in or near the area
proposed for incorporation or annexation. Following the hearing, the commission may
amend the petition and may impose conditions on the incorporation or annexation. If
the commission determines that the incorporation or annexation meets applicable
standards under the state constitution as well as those established by law and
commission regulation and is in the best interests of the state, it may accept the
petition. Otherwise, it shall reject the petition. Each incorporation or annexation
approved by the commission shall be submitted to the legislature under AS 44.33.828
and takes effect as provided in that section.

(d) Regulations of the Local Boundary Commission filed under authority of
other provisions of law that apply to incorporation and annexation petitions and that
deal with the form and content of petitions, public notice of the filing of petitions,
service of petitions, opportunity to file responsive briefs, amendment of petitions,
notice and conduct of hearings, conduct of decisional sessions, ai.d reconsideration
apply to the preparation and consideration of petitions under this section to the extent
they may be applied without conflicting with this section. The Local Boundary

Commission may adopt regulations providing additional standards and procedures for

CSSB 48(CRA) -4-
New Text Underlined [DELETED TEXT BRACKETED]
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incorporations or boundary changes under this section and to carry out the purposes of

this section.
(e) When a proposal for incorporation of an area under this section becomes

effective, the Local Boundary Commission shall immediately notify the director of

elections. Within 30 days after notification, the director of elections shall order an

election in the area for initial borough officials. The election shall be held under

AS 29.05.120 not less than 30 nor more than 90 days after the date of the election

order. The election order must specify the dates during which nomination petitions for

election of initial officials may be filed. AS 29.05.130 - 29.05.150, 29.05.190 -

29.05.210, and AS 29.65.030 apply to boroughs incorporated under this section.

(f) When a proposal under this section for annexation of an area in the
unorganized borough becomes effective, the borough or unified municipality to which
the area is annexed shall receive an additional general grant land entitlement equal to
10 percent of the maximum total acreage of vacant, unappropriated, unreserved land
within the boundaries of the area annexed. Additional general grant land entitlements
under this subsection are subject to AS 29.65.030 - 29.65.140 to the extent that those
provisions can be made applicable. The borough or unified municipality to which the
area is annexed is also entitled to an organization grant under AS 29.05.190, and, for
purposes of applying that section, the effective date of the annexation shall be treated
as though it were the date of incorporation.

*Sec. 5. AS 29.05.031(b) is repealed.
* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:

FORMATION OF UNORGANIZED BOROUGHS. The Department of Community
and Economic Development shall, by September 30, 2001, submit a proposal to the Local
Boundary Commission to divide the entire area of the unorganized borough into separate
unorganized boroughs, taking into account population, geography, economy, and
transportation in each of the proposed unorganized boroughs. The Local Boundary
Commission shall submit each proposed unorganized borough it approves to the legislature
luring the first 10 days of the Second Session of the Twenty-Second Alaska Legislature for

:onsideration under art. X, sec. 12, Constitution of the State of Alaska.

9. CSSB 48(CRA)
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* See. 7. The uncodified law of the State of Alaska is amended by adding a new section to

read:
CONFORMING STATUTORY CHANGES. If separate unorganized boroughs are

formed under sec. 6 of this Act, after formation of the unorganized boroughs, the revisor of

statutes shall correct the statutes that refer to the single unorganized borough so that they refer

to the unorganized boroughs.

CSSB 48(CRA) -6-
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AMENDMENT

OFFERED ENTHE SENATE BY SENATOR LINCOLN

TO: CSSB 48(CRA), Draft Version "S"

Page 4, line 21:

Delete "incorporation or"

Page 5, lines 3 - 10:

Delete all material ana insert:

"(e) When a petition for incorporation of an area is approved by the Local
Boundary Commission under (c) cf this section, the comnr'ssion shall immediately
notify the director of elections. Within 30 days after notification, the director of
electiors shall order an election in the area to determine whether voters desire
incorporation and, if so, to elect the initial borough officials. The election shall be
held under AS 29.05.120 not less than 30 nor more than 90 days after the date of the
election order. The election order must specify the dates during which nomination
petitions for election of initial officials may be filed. 1fa majority of the voters voting
on the question approve incorporation, the area is incorporated on the first Monday
following certification of the election. AS 29.05.130 - 29.05.150, 29.05.190 -
29.05.210, and AS 29.65.030 apply to a borough incorporated under this section.”
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SPONSOR STATEMENT

Senate Bill 48
Equity in Education Funding Act

Last year the Department of Education and Early Development distributed over $121
million in General Fund money to fund K-12 educational programs in 19 Regional
Educational Attendance Area (REAA) school districts from which no local match dollars
were required from its local residents to help support their children's educational needs.
Meanwhile, citizens residing in Alaska's organized municipal school districts were
required by state law to contribute $144 million local dollars to support their local

education.

The reason for this apparent unfair disparity in state law is simple: residents of an REAA
school district live within a community or area of our state that does not have the
authority to levy or collect taxes and, therefore, cannot be mandated by the State to
contribute any local dollars towards education. Senate Bill 48 recognizes this unequal
level of personal responsibility and establishes a procedure to analyze the readiness of the
people in unorganized Alaska to establish a system of local government with the powers
of taxation and thereby the capability of assisting in funding the K-12 education of their

children.

This legislation acknowledges that, while all communities of Alaska are perhaps not
financially able to sustain a borough government, some areas of the state may very well
have developed the capacity to operate boroughs or may meet applicable standards for
annexation to current boroughs. Senate Bui 48 directs the Department of Community and
Economic Department to annually present to the Local 'oundary Commission a list of
areas in the unorganized borough that reasonably appear tj satisfy existing standards for

borough incorporation or annexation.

The Local Boundary Commission will consider and then select from this list areas that
may warrant incorporation or annexation. The Department of Community and Economic
Development will then draft an incorporation or annexation petition for the selected area,

Home of the
University of Alaska
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Sponsor Statement for SB 48
Equity in Education Funding Act

hold local public meetings, and finalize and file the petition. Upon receipt of the final
petition, the Local Boundary Commission will hold additional local public meetings and
either accept or reject the petition as conforming or not conforming to existing applicable

incorporation standards.

If, after a thorough review, the Local Boundary Commission accepts the incorporation or
annexation petition, the decision will be submitted to the Legislature for an additional
legislative review. If the Legislature does not reject the recommendation within a
prescribed period of time, the new borough or annexation is approved.

It is important to note that SB 48 merely creates a new option in which a petition for
borough incorporation or annexation is originated. After the petition is filed, the Local
Boundary Commission will follow a process for legislative review that has been in place
since statehood. That is, the current standards for incorporation will be followed as well
as the current procedural requirements currently in state law. The selected area
population must be suitably large, homogenous, and demonstrate the stability to support
borough government before it is considered for incorporation or annexation.

Delegates to the Alaska State Constitutional Convention clearly envisioned in Article X
that organized boroughs would be established wherever citizens were ready for and
capable of assuming the responsibilities of local government. Senate Bill 48 assists in the
formation of these boroughs. With the creation of an organized borough, its citizens will
be empowered to contribute local dollars to supplement State funding for the operation of
their schools, assist in the financing of new schools, and through cost efficiencies, be able
to direct more local funds toward student instruction. In other words, the new borough
residents will have an opportunity to improve their local educational system with their

own local dollars.

Senate Bill 48 continues a process that began some 40 years ago with the passage of the
Borough Act of 1961. A stronger, financially sound educational system throughout all
areas of the State will be one of the major benefactors of this legislation.

1respectfully request your consideration and support of SB 48,
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182

Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMORANDUM January 29,2001
SUBJECT: Sectional Summary (SB 48)
TO: Senator Gary Wilken

Attn: Sheila Peterson

FROM: Tamara Brandt Cook
Director I\ (J

Sec. 1. In determinations of full and true value of taxable property used for purposes of
local contributions for education, among others, requires the value of property an any
area detached to be excluded from the determination for the municipality from which the
property was detached for the two years immediately preceding the date of the
detachment. Also excludes the vJue of certain oil and gas property if a municipal tax is

not levied on it.

Sec. 2. Establishes an additional method for incorporation or annexation of an area of the
unorganized borough. The Department of Community and Economic Development is
directed to determine which areas of the unorganized borough satisfy standards for
borough incorporation or for annexation to a borough and to present the Local Boundary
Commission a list of those areas by September 30 each year. The LBC selects areas from
the list that warrant incorporation or annexation and the department prepares an
incoiporation or annexation petition for them. After hearings, the LBC may accept or
reject the petition. Each incorporation or annexation approved by the LBC is submitted
to the legislature for possible disapproval. When an incorporation proposal becomes
effective, an election for initial borough officials is held. When an annexation proposal
becomes effective the borough or unified municipality to which the area is annexed
qualifies for an additional general grant land entitlement and to an organization grant.

TBC:qglc
01-065.glc



iype

Home Rule City
(Organized Boro)

Home Rule City
(Unorganized Boro)

First Class City
(Organized Boro)

First Class City
(Unorganized Boro)

Second Class City
(Organized Boro)

Second Class City
(Unorganized Boro)

Unified Municipalities

(Unified Borough)

Home Rule Borough

(Non-Unified)

First Class Borough

(Non-Unified)

Second Class Borough

(Non-Unified)

Third Class Borough

(Non-Unified)

Ac - Animal Control
Fr-Fire/Paid or Volunteer
He - Health Clinic
Hp - Hospital

1/29/01

STRUCTURES

;NO.

~

13

34

78

Requirement

= or >400 residents

= or >400 residents

= or >400 residents

= or >400 residents
= or >25 voters

= or >25 voters

Area & population
with same interests

Area & population
with same interests

Area & population

. with same interests

Area & population
with same interests

Area & population
| with same interests j

1Plan means planning, platting and land use regulation.
2Tax means tax assessment and collection.
sBorough must assess/collect taxes IF levied thru local choice.

Lb - Library

Pk - Parks/Pocreation

Pz - Planning/Zoning
Pl - PoliceA'PSO

State Statutes

Charter

Gnarter

State Statutes

State Statutes

State Statutes

of LOCAL GO VERNMENT

in ALASKA

Jurisdiction-wide

Powers by Educ
Charter NO
Charter MUST

State Statutes NO

MUST

State Statutes NO

State Statutes NO

MUST
MUST}
MUST |

|

MUST

MUST

Planl Tax2 Other Powers

MAY' : MAY May exercise all I?Ag:il)iti\éi s(ivi/’erAsKrlugopnr(S)tri\tiStiitsg) by law or charter
MUST | MAY May exercise all I?E:ilzti\éz é)c;-vi/’erAsKﬁcg é)r:g:tlstlltsg) by law or charter.
MAY3 | MAY May exercise a povz:rsn;);%tg;;vg)se prohibited by law
MUST  MAY May exercise a povzzrsn;;g?ezrﬁvg)se prohibited by law
MAY3 MAY May exercise a povz:rsnzoé.(;;h;r;\(l)i)se prohibited by law

MAY MAY May exercise a power not otherwise prohibited by lav/

(AS 29.35.260)

May exercise all legislative powers not prohibited by law or charter.

MUST MUSTS5 (Art.X, Sec 11, AK. Constitution)

May exercise all legislative powers not prohibited by law or charter.

MUST  MUSTS (Art.X, Sec 11, AK. Constitution)

May exercise by ordinance (not voter approval) on a non-areawide

MUST |1MUST5 basis any power not otherwise prohibited by law. (AS 29.35.200) |j

May exercise by voter approval on a non-areawide basis any power
not otherwise prohibited by law. (AS 29.35.200)

May exercise any power not prohibited by law, but only on a service
area basis. Home Rule/1st Class city within Boro has land use

powers.

MUST MUST5

NO 1MUST5

" This power requires delegation from the borough.

E/amples

iS&W; Fr; PI; Rc; Ut.

. Lb; P&H; Rd; Pk

iS&W; Fr; PI; Rc; Ut;
Lb; P&H; Rd; Pk

S&W; Fr; Pl; Rc; Lb;
P&H; Rd; He

S&W; Fr; Pl; Rc; Lb;
P&H; Rd; He

S&W; Fr; PS; Rc;
Lb; Hc;Ws; Pk
S&W; Fr; PS; Rc;
Lb; Hc;Ws; Pk
S&W; Fr; PI; Rc; Ut;
Lb; P&H; Rd; Pk;
Pz; Ac
S&W; Fr; PI; Rc; Lb;
P&H; He; Ws

No First Class
Boroughs Exist

S&W; Fr; Pl; Rc; Lb;
Rd; Pk; Pz; Ac; Hp

Fr; Rc; Lb; Rd; Pz
He;, P&H

4State law prohibits formation of new third class boroughs - AS 29.05.031.

Example of Other Powers -- Code ExDlanation

Ut mUtilities
Ws - Washeterias

P&H - Ports & Harbors

Rc - Refuse Collection/Landfill
Rd - Road Maintenance

S&W - Sewer/Water

Page A
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Cordova
Fairbanks

Barrow
Craig
Dillingham

Akhiok
Akiak
Akutan
Alakanuk
Aleknagik
Allakaket
Ambler
Anaktuvuk Pass
Anderson
Angoon
Aniak
Anvik
Atka
Atgasuk

#

STRUCTURES of LOCAL GOVERNMENT

* Kenai
* Ketchikan

Galena
* Haines
* Homer

Bethel
Betties
Brevig Mission
* Buckland
Chefornak
Chevak
* Chignik
Chuathbaluk
Clark's Point
Coffman Cove
* Cold Bay
" Deering
Delta J'ct.
Diomede

* Kodiak
Nenana

Hoonah
Hydaburg
Kake

Eagle
Eek

* Egegik
Ekwok
Elim
Emmonak

* False Pass
Fort Yukon
Gambell
Golovin
Goodnews Bay
Grayling
Holy Cross
Hooper Bay

Organized City Government

Type
Home Rule
First Class
Second Class

Total

In In
Org. Unorg.
Boro Boro

7 5

3 13

34 78

49 96

Total

12
21

112
145

Home Rule Cities
* North Pole Petersburg
* Palmer * Seward

First Class Cities

* King Cove Pelican
Klawock St. Mary's
Nome * Sand Point

Second Class Cities

* Houston Kupreanof
Hughes Kwethluk
Huslia * Larsen Bay

* Kachemak Lower Klaskag

" Kaktovik Manokotak
Kaltag Marshall
Kasaan McGrath

* Kiana Mekoryuk

* Kivalina Mt. Village

* Kobuk Napakiak
Kotlik Napaskiak

* Kotzebue NewStuyahok
Koyuk * Newhalen
Koyukuk Nightmute

Valdez
Wrangell

' Seldovia
Skagway
' Soldotna

Nikolai

* Nondalton

* Noorvik

* Nuigsut
Nulato
Nunam Iqua
Nunapitchuk

* Old Harbor

* Quzinkie

' Pilot Point
Pilot Station
Platinum

* Point Hope
Pt. Alexander

'City is within an organized borough.

Organized Borough

Unified Municipalities
Home Rule Boroughs
First Class Boroughs
Second Class Boroughs
Third Class Boroughs
Total

Eight boroughs were formed under the 1963 Mandatory Borough Act. (Mat-Su, Kodiak Is.,
Ketchikan Gateway, Kenai Peninsula, Fairbanks North Star, Anchorage, Sitka, Juneau)

In 2000, 87% of the total population resided in organized boroughs.
Currently 83% of Alaskans live in mandated boroughs; 4% live in boros formed voluntarily.

1/29/01

Page

Government
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16

in ALASKA

Municipality of Anchorage
City & Borough of Juneau
City & Borough of Sitka

Home Rule Borough

Tanana
Unalaska Denali
* Wasilla Lake and Peninsula
North Slope
Northwest Arctic
* Port Heiden Shishmaref Yakutat
* Port Lions " Shungnak
Quinhagak Stebbins Second Class Borough
Ruby Teller Aleutians East
Russian Mission Tenakee Sprg. Bristol Bay
St. George Thorne Bay Fairbanks North Star
St. Michael Togiak Kenai Peninsula
St. Paul Toksook Bay Ketchikan Gateway
Savoonga Unalakleet Kodiak Island
* Saxman Upper Kalskag Matanuska-Susitna
Scammon Bay * Wainwright
* Selawil; Wales Third Class Borough
Shageluk White Mt. Haines
Shaktoolik Whittier

(1st Class Boro = none)

Definitions
Areawide - throughout the entire borough
Non areawide - throughout the entire borough
exclusive of the area lying within the corporate

limits of city governments

Service Area - an area in which the borough
provides higher or different levels of service than
it provides on an areawide or non-areawide basis.

Denali, Lake and Peninsula, Northwest Arctic and Aleutians East Boroughs have no

property tax.

Three percent of Alaskans live outside any municipal government
« Alaska is the only state in the union that has unorganized regions within its boundaries

B

Prepared by Gary Wilken's Office



Background: This process was established in 1959
under Alaska's Constitution, it has been successfully
used in over 100 municipal boundary changes over the
past 41 years.

< Petitioner files annexation petition.

& DCED: o _
& reviews petition for technical adequacy

< may hold local public meeting
< reports findings and recommendations to LBC.

BC:

< holds local public hearing(s) _

< accepts/rejects petition as meeting/not meeting
annexation standards.

< Ifaccepted, LBC submits decision for legislative
review.

# Legislature may accept or reject decision. If
accepted, annexation is approved.

ATTACHMENT

PROPOSED NEW QPTION FOR
BOROUGH
INCORPORATIONS/ANNEXATIONS

Background: This process is proposed as a way to
extend horough government to areas that meet existing
standards for borough incorporation or annexation.

< DCED annually presents LBC with list of areas in
unqr?amzed borough that reasonably appear to
satisty standards for borough incorporation or
annexation.

+ LBC annually selects from list which area(s) may
warrant incorporation or annexation.

< DCED, for selected area(s):
< drafts petition .
< holds local public meeting(s)
+ finalizes and files petition.

LBC:
< holds local public hearing(s) _
< accepts/rejects petition as meeting/not meeting

applicable standards.

< [faccepted, LBC submits decision for legislative
review.

& Legislature may accept or reject decision. If
accepted, incorporation or annexation is approved.



Summary of Standards for
Borough Incorporation

Prepared by Local Boundary Commission Staff
Alaska Department of Community and Economic Development
550 West 7 Avenue, Suite 1790, Anchorage, Alaska 99501-3510
907-269-4559

Standards regarding the creation of organized boroughs are provided in Alaska’s
Constitution, statutes, and regulations. The standards are summarized helow

Const.

m Ali of Alaska must be divided into boroughs (organized or unorganized) with each
embracing an area and population with common interests to the maximum degree

possible. (Art. X, § 3, Ak. Const.)

* Alaska’s Constitution favors larger boroughs in order to avoid the proliferation of
small boroughs. (Art. X, § 1, Ak. Const.)

m Borough incorporation must be in the best interests of the state. (AS 29.05.100)

a Borough residents must be sociallg, culturally, and economically interrelated and
integrated. [AS 29.05.031(a)(1); 3AAC 110.045(a)-(b)]

m The population must be large and stable enough to support borough government. It
is formally presumed that a borough will have at least 1,000 permanent residents.

(AS 2905031 (a)(1); 3AAC 110.050)

« Boundaries must conform generally to natural geography and include all areas
necessary for full development of municipal services. [AS 29.05.031(a)(2);

3AAC 110.060(2)]

m Consideration must be given to model borough boundaries adopted by the Local
Boundary Commission. [3AAC 110.060(b)]

m Boundaries must conform to regional educational attendance area boundaries,
unless the Local Boundary Commission allows otherwise. [3AAC 110.060(c)]

m There must be adequate human and financial resources to provide borough
services. (AS 29.05.031(a)(3); 3AAC 110.055)

m There must be adequate facilities to allow the communication and exchange
necessary for the development of integrated borough government. [AS
29.05.031 (a)(4); 3AAC 110.045(c)-(d)]

m Borough incorporation is encouraged under Alaska’s Constitution. (Art. X, § 1, Ak.



Profile of the Unorganized Borough

¢ Createdin 1961 as an instrumentality of the State of Alaska

¢ Comprised all of Alaska not within an organized borough

¢ Alaska State Legislature sits as the “assembly” for the unorganized borough

¢ Consists 0f 374,843 square miles (larger than France and Germany combined)
¢ Consists of four Coastal Resources Services Areas

¢ Encompasses 11 census areas

¢ Encompasses all or portions of nine Alaska State House election districts

¢ Encompasses all or portions of 10 of Alaska’s 12 regional Native Corporations
¢ Encompasses model borough regions for 19 unorganized areas

¢ Residents total 13% of Alaska’s population - 82,809 residents

¢ Includes 37 of Alaska’s 53 school districts (70% of all school districts)

¢ Includes 19 Regional Educational Attendance Areas (population - 52,702)

¢ Includes 18 city school districts (population-30,107)

¢ Includes 96 of Alaska’s 145 cities (66 % of all city governments)



& dollars

$135,000,000

$130,000,000

~125,000,000

$120,000,000

$115,000,000

$110,000,000

$105,000,000

$100,000,000

Average

FY97

~ General Fund Contribution
Regional Educational Attendance Areas

FY 97 -FY (2

FY98

FY99

FYOO

FY01

FY02



10-year REAA School Capital Funding History |

Fiscal Year (FY) Amount
FY92 $17,594,700
FY93 $14,770,400
FY94 $39,478,809
FY95 $0
FY96 $400,000
FY97 $5,322,300
FY98 $336,720
FY99 $28,359,075
FYOO $0
FY01 $90,674,000
|10-YEAR TOTAL $196,936,004 |

10-YEAR AVERAGE $19,693,600 |

10-Vr REAA School Capital Funding.xls JlegiiUltioc "piiUMCe ‘Diuiiian 1/27/2001 7:05 AM



Real Estate Advertisement
ina
Community Newsletter
(Community Location - in the Unorganized Borough)

House fc" Sale or rent by
owner. $1,250/mo + utilities.
2 bedroom/1 loft, lots of
storage. Located in(®BSa
m i. Call
»a (907)0

VULTURES Welcome...
Must Sell -4bdrm, 2bath, 2
kitchen, over 2000 sq ft, full
sand pad, out bldg with
shop/steam in9080 $
Aopraised $217,000 but
WILL TAKE REASONABLE
OFFER. CallMBS# (907)

$160,000 Located in"
Sub. Neighborhood is
bounded by vacant land to
the north, west and soutn and
WMSgffiffgfiBBEHato the east.
Built in the early 80's, 1469
sq. feet of living space with
one bedroom, a sleeping loft
and one bath. Please do not
disturb tenants. JOaltf

lat 9U7-SHB8SSor

to view pioperty. Tenants will
need 24 hours notice to
show.

HOUSE FOR SALE: Located

ABB- Four bedrooms with
two baths. Large living room
and kitchen with tons of
storage space. Hot tub room
off of main bath. Home is
equipped with 1000-gallon
water tank, forced air
furnace, toyostove in living
room with wood burner in
kitchen. The house is 1700
sq feet located on 10,665 sq
foot lot. Selling for $202,000.
Calif

Thursday, November 16,2000



REAA WAGES AND AVERAGE EMPLOYMENT (FY 1999)

Sorted by Average Wage Paid Per Employee

AVE. MONTHLY EMPLOYMENT AVE. WAGE

WAGES PAID & TYPE

GOVT PRIVATE TOTAL GOVT PRIVATE TOTAL PER EMPLOYEE

A $ 4,420,482 $ 13,378554 $ 17,799,036 137 201 428 % 41,587
B 18,397,803 10,103,250 28,501,053 464 456 920 30,979
C 8,606,578 19,870,388 28,476,966 249 710 959 29,694
D 3,520,907 11,313,030 14,833,937 135 397 532 27,883
E 9,215,718 22,268,163 31,483,881 i 30 832 1,139 27,642
F 9,635,672 3,458,778 13,094,450 323 153 476 27,509
G 6,085,262 5,410,114 11,495,376 202 216 418 27,501
H 6,858,381 4,118,284 10,976,665 238 163 401 27,373
I 1,878,633 5,638,392 7,517,025 60 225 285 26,376
J 2,870,581 4,394,216 1,264,797 109 171 280 25,946
K 3,530,441 5,480,661 9,011,102 203 163 366 24,620
L 7,975,413 9,790,055 17,765,468 233 507 740 24,007
M 55,882,109 67,719,747 123,601,856 2,166 3,059 5,225 23,656
N 5,718,320 3,035,657 8,753,977 204 167 371 23,596
o 22,749,598 12,218,767 34,968,365 1,146 808 1,954 17,896
P 13,553,081 8,312,138 21,865,219 654 625 1,279 17,096
Q 560,411 576,531 1,136,942 21 A 75 15,159
TOTAL: $ 181459390 $ 207,086,725 $ 388,546,115 6,851 8,997 15848 $ 24,517

Distributed by: Senator Gary Wilken

Source: AK Dept. Lnbor Workforce Development



REAA WAGES AND AVERAGE EMPLOYMENT (FY 2000)

Sorted by Average Wage Paid Per Employee

WAGES PAID & TYPE AVE. MONTHLY EMPLOYMENT AVE. WAGE

GOVT PRIVATE TOTAL GOVT  PRIVATE  TOTAL ' PER EMPLOYEE

A 2,011,322 $ 10,095,444 $ 12,106,766 57 275 332 9 36,466
B 17,487,371 11,346,584 28,833,955 441 454 895 32,217
C 9,180,009 22,968,470 32,148,479 260 763 1,023 31,426
D 5,707,415 16,340,738 22,048,153 200 557 757 29,126
E 5,992,336 8,303,762 14,296,098 204 294 498 28,707
F 3,993,804 4,184,346 8,178,150 123 165 288 28,396
G 9,899,516 2,904,719 12,804,235 349 112 461 27,775
H 3,906,584 10,985,199 14,891,783 150 397 547 27,224
| 2,888,538 4,981,138 7,869,676 104 187 291 27,044
J 8,020,743 12,091,961 20,112,704 219 566 785 25,621
K 57,926,362 79,694,548 137,620,910 2,270 3,363 5,633 24,431
L 3,554,465 4,938,452 8,492,917 205 152 357 23,790
M 6,770,588 2,047,390 8,817,978 246 131 377 23,390
N 5,176,002 3,401,499 8,577,501 217 190 407 21,075
0 20,345,573 8,948,128 29,293,701 867 684 1,551 18,887
P 23,282,177 14,091,253 37,373,430 1,107 883 1,990 18,781
0 592,355 555,438 1,147,793 21 44 65 17,658
TOTAL: $ 186,735,160 $ 217,879,069 $ 404,614,229 7,040 9,217 16,257 $ 24,889

Distributed by: Senator Gary Wilken

Source - AK Dept. Labor and Workforce Development
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Senate Bill 48
Equity in Education Funding Act

A Positive Approach

Alaskans who are able to financially help are asked to help fund their local
educational program.

Existing state law regarding borough incorporation remains in place as an
option for residents of the unorganized borough.

Local citizen participation in the education of their children is increased.

Additional dollars are available to appropriate statewide to increase the
student dollar within the Education Funding Formula.

Proactive steps -are taken to fulfill the intent of Article X of the Constitution of
the State of Alaska.

Drawbacks

Initial "Up-front" costs - is it worth it?



Testimony on Senate Bill 48 ,
to the Senate Community & Regional Affairs Committee of the
First Session of the 22nd Alaska Legislature
January 31, 2001

b
Kevin Waring, Chairman, Lc;/cal Boundary Commission

Chairman Senator Torgerson and members of the Committee, thank you for this
opportunity to testify on behalf of the Local Boundary Commission on Senate Bill
48. Since the Commission would play a central role in implementation of Senate
Bill 48, I expect that legislators and others potentially affected by this legislation

would like to hear how the Commission views this bill, and its responsibilities

under the hill.

Last year, at the Commission’s annual hearing before this Committee, | outlined
a new legislative concept the Commission was considering The concept
involved two new steps by which borough government migf tbe extended to the
unorganized borough, but only to areas that met existing standards for borough
incorporation or annexation. The topic stirred interest and questions, and was
the most-discussed topic at our hearing last year.

Over the past year, the Commission held several work sessions on the con jept.
We examined the issues and worked on proposed legislation. Finally, in
October, the Commission voted unanimously to propose draft legislation and
make it available for legislative consideration. As background to the proposed
legislation, the Commission also adopted a position paper on the need to reform
State laws concerning horough incorporation and annexation. Copies of that

position paper were given to you earlier.

You have also been provided several exhibits that summarize key points about

the Commission’s proposal.

o Exhibit 1 briefly describes key points in the Commission’s proposal.

« Exhibit 2 compares the proposed new option to the existing legislative review
annexation process.

 Exhibit 3is a timeline that shows how the process would unfold, and shows
how that process follows or parallels existing law.

o Exhibit 4 summarizes existing lenislative standards for borough incorporation,

The Commission’s goal in this matter was to put forward for legislative |
consideration and public discussion a fresh approach to borough government in
the unorganized area that was uniformly fair, accountable, and within the
framework of existing 'aw. We believe the proposed legislation that Senator



Wilken and the co-sponsors have Fut before the Legislature in the form of Senate
Bill 48 is consistent with these goals.

Senate Bill 48 has two sections. | will focus on Section 2, which deals with
potential borough incorporations and annexations in unorganized areas. | wil
talk about incorporations, but my remarks pertain to the proposed method for
administrative incorporation petitions, but also apply to proposed method for
administrative annexations of unorganized areas.

Section 2 of Senate Bill 48 authorizes two new steps in the borough incorporation
process: o | _ N

* anew first step to initiate a borough incorporation petition; and

» anew last step to approve a petition.

Incorporation by Administrative Petition

Under current law, a petition for borou%h incorporation can only be initiated
voluntarily by residents of a proposed borough. Few have volunteered. Only
four percent of the State’s residents live in boroughs that were created by local
initiation. Another 83 percent live in boroughs established by the 1963
Mandatory Borough Act, an extraordinary act of local government legislation.

Senate Bill 48 adds a new option for incorporation by administrative petition. It
directs the Department of Community and Economic Development to prepare
annually a preliminary list, with supporting analysis, of unorganized areas that
reasonably appear to satisfy existing legislative standards for borough
incorporation or annexation. It further directs the Local Boundary Commission to
select areas which may warrant incorporation or annexation, and to instruct the
Department of Community and Economic Development to prepare and file a
petition for incorporation. The Commission would then follow the established
process for public review and local public hearings on petitions.

Petition Approval

The new final step involves a new method to approve incorporation petitions
initiated under Senate Bill 48. This new step is modeled on the method the
Legislature first established in 1959 for approval of local annexations.

Briefly, the legislature has already authorized a method for approval of certain
municipal boundary- changes without local election. Some annexation proposals,
whatever their merits, are not well-received by affected residents. Therefore, the
Constitution and legislature established a method by which contested petitions
that met standards could be approved by the Local Boundary Commission
without a local election, but subject to legislative veto. This method has been
successfully followed in over 100 municipal boundary changes since statehood.
Most significant annexations follow this method.



Similar to the method for legislative review annexation, Section 2(c) of Senate Bill
48 authorizes the Commission to approve incorporation petitions that meet the
same incorporation standards that apply to all other boroughs, without a local
election but subject to legislative veto.

Apart from these two new steps for initiating and approving a borough

incorporation or annexation petition, the Commission would:

» follow other procedural requirements now in law, including local public
hearings, and written decision by the Commission eﬁ)laining its decision, and
opportunity for administrative and judicial appeal; an

 implement standards for borough incorporation or annexation now in law.

The proposed steps inJude significant checks and balances. Before an

incorporation could take place under this new method:

o the Department of Community and Economic Development must find that a
region likely satisfies incorporation standards;

 the Commission must find that the petition meets all applicable standards and
should be approved on its merits; and

« the Commission’s approval is subject to legislative veto.

Next, let me raise and discuss directly some concerns that should be a part of
legislative and public discussion about this hill.

First, in the view of the Commission, Senate Bill 48 is not the second coming of
the 1963 Mandatory Borough Act, or any simila legislation. Unlike the
Mandatory Borough Act, Senate Bill 48 authorizes a measured, case-hy-case
evaluation of proposed incorporations. Each petition will be evaluated on its
merits. Proposals that do not meet the standards will not be approved. And, as
under current law, even if a petition meets statutory standards, the Commission
can reject the petition if there are sound public policy grounds to do so.

Here, | want to assure the legislature and other interested parties that the
Commission does not have a mission to foster boroughs for the sake of
boroughs. We don't see ang purpose in worsening the standing of local
government in rural Alaska by prematurely creating horough governments that
are destined to fail. In this regard, Iwill point to the Commission’s record. The
record shows that in recent years the Commission has rejected several petitions
to incorporate boroughs or annex unorganized areas to borou?hs.because those
petitions did not meet applicable standards. Commission staff, with Commission
concurrence, also returned two incorporation petitions that were deficient in

content.

The Commission recognizes that some rural regions do not have the economic
and financial resources needed to fund borough governments. The fiscal note
that accompanies this bill reflects the our concern that any borough established



under Senate Bill 48 have a solid chance for success. The only new cost
identified in the fiscal note, apart from already mandated or?an_ization grants, is
the expense of conducting a thorough and independent analysis of the fiscal
viahility of each proposed borough.

Establishment of borough governments has heen a matter of conflict for as long
as Alaska has been a state. With that contentious history, itis easy to lose sight
of the fact that borough governments have played an enormousH positive role in
Alaska’s development. Boroughs have been our main tool to influence economic
development for community benefit. For example, itis hard to believe that urban
and rural communities affected by oil pipeline construction, oil and gas and
mining development, management of forestry and fishing resources, growing
energy demands, growth in tourism, and rapid urbanization would have managed
better without borough government. Likewise, boroughs have been the means to
fund and deliver better public services, accountable to local residents. In most
matters, local government governs best.

Finally, let me note that the proposed legislation does remove on major |
disincentive to horough government. Section 1 (aR excludes locally untaxed oil
and gas property from calculation of the required focal contribution to education.
Otherwise, Senate Bill 48 does not address other significant disincentives that
have proven difficult to reform. The proposed legislation simply accepts those
disincentives as a matter of fact, and leaves them to be addressed elsewhere.

In closing, the Commission has done its best meet its goal of an approach that is

uniformly fair, accountable, and within the framework of existing law. We believe

the proposed approach:

o uniformly implements the standards for borough incorporation in existing law,
but respects the diverse circumstances in different rural regions;

 provides checks and balances; and

 ismodeled on existing law and minimally changes law.

That concludes my prepared remarks. |will be glad to respond to any questions.
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DISTINCTIONS BETWEEN
CITIES AND BOROUGHS

~ Alaska has only two fundamental
units of municipal government - cities and
organized boroughs. Both are municipal
corporations and political subdivisions of the
State of Alaska. In certain instances, city
iovernments and borough governments in

laska have similar powers and duties. More
particularly, the 18home rule and first class
city governments in the unorganized hor-
ough have virtually identical powers and
duties as the 16organized boroughs. A map
listing the 18cities appears on page 11

~ While t.iere are similarities between
certain city governments and borough
governments, there are also fundamental
distinctions between the two. Paramount
among these is the area served by each type
of municipal government Cities are commu-
nity-based municipal governments. In con-
trast organized horoughs are regional
municipal governments. Consider the
following:

< 0On a\(era?e, the corporate boundaries of
cities in Alaska encompass slightly more
27 square miles. In comparison, the
average organized borough encompasses
about 17600 square miles (652 times the
average size of cities).

< Current State law restricts the inclusion
of large geographical regions or large
unpopulated areas within cities.
% C 110.040(h)-(c); 3AAC

.130() -(d)]. In contrast, several

Frovisions in Alaska’s Constitution and
aws promote horough boundaries that
embrace large and natural regions.
Specifically:

* Borou%h boundaries must conform
enerally to natural geographgﬁo[AS
9.05.0 1(%;3AAC 110060;

3AAC 110190]:

< Each borough must embrace an area
and population with common inter-
ests to the maximum degree possible
[Art. X, 8§ 3Ak. Const.];

< The Constitution promotes minimum
numbers of local governments
(which, in turn, encouragLs larger
boroughs) [Art X, § I,Ak. Const.];

< Borough houndaries must conform
to regional educational attendance
area ?REAA) boundaries (see REAA
map on page 8) unless the Local
Boundary Commission determines,
after consultation with the Commis-
sioner of the Department of Educa-
tion and Early Development, that
different boundaries are better suited
[%AAC 110060(c); 3AAC
1190(d)]; and

< Borough boundaries must take into
consideration the model boundaries
defined by the Local Boundary Com-
mission (See model borough bound-
aries map on page 12)
[BAAC 110060(b); SAAC 110.190(c)]
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< The boundaries of cities are limited to
areas in which there is a need for city
government [3AAC 110.010; 3AAC
110090], Boroughs differ in that all of
Alaska must be divided into borou?hs
organized or unorganized) regardless of
the need for borough services
[ArtX,§ |, Ak.Const].

< A city embraces asingle community [AS
2905011,3AAC 11 .O40(b)h In con-
trast the law presumes that there will be
multiple communities in a proposed new
borough [3AAC 110045()],

CHARACTERISTICS OF
EXISTING ORGANIZED
BOROUGHS

Presently, there are 16 organized
boroughs in Alaska.

Boroughs are adaptable to both rural
and urban areas. More than 1/3ofAlaska’s
organized boroughs encompass areas that
are exclusively rural (Bristol Bay, North
Slope, Northwest Arctic, Aleutians East Lake
& Peninsula, and Yakutat). Another 1/3of the
boroughs include a number of rural commu-
nities (Kodiak Island, Kenai Peninsula, Haines,
Ketchikan, Matanuska-Susitna, and Denali).

Eben Hopson, first Mayor of the
North Slope Borough, promoted borough
formation as a means to advance the social
and economic well-being of North Slope
residents. Additionally, he saw the North
Slope Borough as a means to preserve and
protect the Inupiat culture and language and
to establish local control and self-determina-
tion. (Thomas Morehouse, etal., Alaska'
Urban and Rural Governments, 1984, page
144)

Borough Government in Alaska

The Alaska Municipal League takes
the following view concerning the suitability
of boroughs in predominantly Native areas:

Borough government can be a
valuable tool for local self-deter-
mination that allows municipal and
tribal government/organizations
to co-exist successfully while re-
sources are maximized. (Alaska
Municipal League, AML Issue Paper:
Municipal Government in Alaska.)

Home rule bor.oughs are the most
FoPular form of organized borough in Alaska,
ollowed closely by second class boroughs.

< Half of the organized horoughs in Alaska
are home rule boroughs (8 of 16). These
consist of the City and Borough of Sitka,
City and Borough of Juneau, Municipality
of nchoraEe, City and Borough of
Yakutat, Lake and Peninsula Borough,
Denali Borough, Northwest Arctic
Borough and the North Slope Borough.
The first three listed in the previous
sentence are “unified home rule munici-
palities” (home rule boroughs in which
o cities mar emst?. o

# Just over half of all Alaskans live in home
rule bor oughs (319,750 of 628800, or
50.9%). |

< Four of the last five boroughs to form
are home rule boroughs E} orthwest
Arctic in 1986; Lake and Peninsula in
l]%%92; Denali in 1990 and Yakutat in

+ The most Pogulous borough in Alaska is
ahome rule borough (Anchorage, popu-
lation: 261,446). , ,

4 The least populous horough in Alaska is
also a home rule horough (Yakutat,
population 744).

Second class boroughs are the
second most popular form of organized
borough. Seven of the 16 organized bor-



There is one third class borou(I;h in
Alaska, the Haines Borough. The legislature
authorized the creation of third class bor-
oughs in Alaska in 1968, but amended the
law in 1985 to prohibit the incorporation of
new third class boroughs. Page 14includes a
map showing each of the 16 organized
boroughs.

As noted previously, organized
boroughs encompass an average of 17,600
square miles. However, the size of individual
organized boroughs varies ,conaderablg. The
largest organized horough is the Nort
Slope Borough (94,770 square miles). The

in Alaska approximately 18%also live within
a City government.

Organized boroughs encompass only
about 43 percent of the Eeog,raphm area of
Alaska. That part of Alaska |y|ng outside of
organized horoughs is defined by law (AS
2903010) as comprising a single unorga-
nized borough. (See map on page 6) As it is
presently configured, the unorganized bor-
ough encompasses 374,843 square miles.
The unorganized borough is inhabited by
83136 residents. Alaska is the only state in
the nation with unorganized regions.
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CLASSIFICATIONS OF BOROUGH POWERS

BOROUGHS , o
Article X of Alaska’s Constitution

There are five different classifications  establishes the framework for local govern-
of organized horoughs inAlaska. These are  ment in Alaska. Section | of the local gov-
unified home rule, non-unified home rule, ernment article states the following with
first class, second class, and third class.1 respect to the purpose and construction of

First class, second c'ass, and third class the constitutional provisions regarding local
borou%hs are gener | law %overnments. government:
Table 1 lists the number of boroughs of each

classification.

1 A unified municipality is considered to be an organized borough for several reasons. First, a unified munici-
pality is defined by the Local Boundary Commission as a borough [3AAC 110.990(1)]. Second, unified
municipalities exhibit certain characteristics that are exclusive to organized borough boroughs (e.g.,
operation of service areas and regional nature), but none exhibit characteristics that are exclusive to city
governments. Further, all unified municipalities must exercise the mandatory areawide borough powers
under AS 29.35.150 - 180 (however, home rule and first class cities in the unorganized borough must also
exercise these powers).Third, the legislature consistently treats unified municipalities as organized bor-
oughs. For example, State statutes utilize the same standards for incorporation of a borough as they do for
incorporation of a unified municipality (AS 29.05.031). By contrast, the legislature has established separate
standards for incorporation of a city (AS 29.05.011). Additionally, AS 29.06.190(b) provides that "an area
that is not incorporated as a borough, including any cities in the area, may incorporate as a unified munici-
pality unaer AS 29.05.031" Another example is found in the fact that newly formed unified municipalities
and boroughs are entitled to identical organization grants and other transitional assistance (AS 29.05.190;
29.05.210), whereas newly formed cities are entitled to different levels of organization grants and transi-
tional assistance. Yet another example is found in AS 29.06.410 which describes the powers of a unified
municipality to include all powers granted to a home rule borough. Fourth, all three of the existing unified
municipalities in Alaska recognize themselves as boroughs in that each is governed by an assembly. Art X,
Sec. 4 of Alaska’s constitution reserves the term "assembly' for the governing body of a borough, whereas
ArtX, Sec. 8 of Alaska’s constitution reserves the term "council” for the governing body of a city.

-4-
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The purpose of this article is
to provide for maximum lo-
cal self-government with a
minimum of local %overnment
units, and to prevent duplication
oftax—levwng Jurisictions. A lib-
eral construction shall be
given to the powers of local
government units, (emphasis
added)

All local governments in Alaska -
?eneral law cities, home rule cities, general
aw boroughs, and home rule boroughs -
enjoy broad powers. The Alaska Supreme
Court has mterf)reted the constitution
provision for a liberal construction of the
powers of local government as follows:

The constitutional rule of liberal
construction was intended to
make explicit the framers’ inten-
tion to overrule a common law
rule of interpretation which re-
quired a narrow reading of local
government powers, (footnote
omitted)

Liberati v. Bristol Bay Borough, 534
P20 1115 1120 (Alaska

~Inconcert with the liberal construc-
tion clause of Article X, Section |, the legisla-
ture long ago enacted broad statutory
provisions concernmP the construction of
general law municipal powers in a manner
that is consistent with Article X, Section 1.
These provisions state as follows:

Sec. 29.35400. General
construction. A liberal construc-
tion shall be given to all powers
and functions of & municipality

conferred in this title.

Sec. 20.35410. Extent of
powers. Unless otherwise lim-
ited by law, a municipality has and
may eXercise all powers and func-

November 2000

tions necessarily or fairly implied
in or incident to the purpose of
al PQWG.TS and functions conferred
in this title.

~ In 1983, the Alaska Supreme Court
aPam addressed the liberal construction
clause of Article X, Section | along with the
version of the two statutes noted ahove that
was then in effect. The issue then before the
court involved what was arguably a conflict
between State law and an ordinance of a
general law borouPh. The court used the
same rule to resolve the conflict that it used
grewously to resolve a conflict between a

tate statute and home rule mummf)al

ordinance. In doing so, the court clearly
enhanced the powers of general law munici-
palities in Alaska. Gilman v. Martin, 662 P.2d
120 124 (Alaska 1983)

~ The powers of?eneral law munici-
palities in Alaska were further enhanced to a
great degree in 1985 when the State legisla-
ture eliminated the enumerated listof =
regulatory powers of %%r%eral law municipali-
ties (‘formerAS 2948035) and the enumer-
ated list of authorized facilities and services
of general law municipalities ﬁlformerAS
2948030). The enumerated lists of powers
were replaced with the broadest possible
grant of powers to general law municipali-
fles; 1.e., ang power not otherwise prohibited
by law." [AS 29.35200(3) & (C); 210() & (d);
220(d); 250(e); 260(a)]

A principal distinction hetween a first
class borough and a second class borough
relates to the manner in which powers are
assumed. A first class borough may exercise
any power not prohibited by law on a non-
areawide basis (i.e., in the area of the bor-
ough outside cities) by adopting an ordi-
nance. In contrast, a second class horough
must gain voter approval for the authority to
EXercise many non-areawide powers.
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The powers of a third class borough
are more restrictive. Unlike all other orga-
nized boroughs, a third class borough can
only exercise two powers on an areawide
basis — education and taxation. The law
Broh|b|ts the creation of new third class

oroughs.

While general law local governments
in Alaska have broad powers, home rule local
overnments have even greater powers.
rticle X, Section 11 of Alaska’s Constitution

provides that:

A home rule borough or city may
exercise all legislative powers not
prohibited by law or by charter.

Adoption of a home rule charter
promotes maximum local self-government to
the greatest extent possible.

The white area inside
this map shows the
area within the State of
Alaska known as the
Unorganized Borough.

Borough Government in Alaska

DUTIES OF ORGANIZED
BOROUGHS

All local governments have certain
fundamental duties such as conducting
elections and holding regular meetings of the
govermng bodies. Beyond this, the duties of
municipalities in Alaska vary considerably.

All organized boroughs (s well as
home rule cities in the unorganized borough
and first class cities in the unorganized
borough) must operate municipal school
districts on an areawide basis. All organized
boroughs exce,ot third class boroughs must
also exercise planning, platting, and "and use
requlation throughout the municipality.
Or?amzed boroughs also have the duty to
collect municipal propert%/, sales, and use
taxes levied within their boundaries. Other-
Wise, mummFal powers are exercised at the
discretion of local governments.
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~ Organized boroughs may provide
services on three levels. These are (IB
areawide (ie., throughout the entire hor-
ough); (2) non-areawide (i.e., in that part of
the borough outside of cities; and (3§serwce
area (the size and configuration of service
areas may vary, they may even include cities
under certain circumstances). Alaska’s
Constitution (Article X, §5) and Alaska
Statutes (AS 29.35450) prohibit the creation
of new service areas if services can be
provided by an existing service area, annex-
ation to a city, or incorporation of a new

city.

THE UNORGANIZED
BOROUGH

Unlike organized boroughs, the
unorganized borough is not a municipal
corporation or political subdivision of the
State of Alaska. Rather, it is an instrumental-
ity of the State - a unit of state government.

Unorganized boroughs were in-
tended to serve as a means to decentralize
and regionalize State services and to foster
local participation in the administration of
state programs within regions not ready or
suited for organized borough status.

~ Art.X,8 60ofAlaska’s constitution
stipulates that,“The Ie?slature shall provide
for the performance of services it deems
necessary or advisable in unorganized
boroughs, allowing for maximum local
participation and responsibility. It may
exercise any power or function in an unor-
ganized borough which the assembly may
exercise in an organized borough."

To carr%/ out the constitutional
mandate that the entire state be divided into
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boroths_, organized or unorganized, the
1961 legislature enacted a law providing that
all areas not within the boundaries of an
organized borough constitute asmﬁle unor-
ganized borough. [AS 20.03010] That action
was ostensibly taken to preserve maximum
flexibility in the setting of boundaries for
organized horoughs. At that time, no orga-
nized boroughs existed.

Despite the requirement inArt X, §
3ofAlaska’s Constitution that each borough
embrace an area and population with com-
mon interests to the maximum degree
possible , the unorganized borough has never
exhibited such characteristics. In 1991and
1992 the Local Boundary Commission
defined model bprou%h boundaries through-
out the unorganized borough according to
standards for setting boundaries of orga-
nized boroughs. As noted previously, a map
of model borough boundaries appears on
Fage 12 The Commission recognizes that at
east in certain instances, changing social and
economic conditions since the model bor-
ough boundaries were defined must be taken
into consideration in future boundary deter-
minations.

~The legislature has enacted two key
provisions to allow for local participation
and responsibility in the delivery of State
services in the unorganized borough. These
are described below.

Regional educational attendance
areas (REAAs) are state service areas to
Browde public education to the unorganized

orough, except within home rule and first
class cities. The 1975 legislature required
the former Department of Community and
Regional Affairs, in consultation with the
former Department of Education and local
communities, to divide the unorganized
borough into educational service areas. The
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criteria used to establish the boundaries of

REAAs are similar in many respects to the

criteria for setting boundaries of organized

boroughs. [AS 24.08.031) Inanumber of

instances, the model borough boundaries set

by the Local Boundary Commission in 1991
follow the boundarie' of REAAS,

Initially, 2 LREAAS were established.
These were:Adak, Alaska Gateway (head-
quartered inTok), Aleutian Region,Annette
Island, Bering Strait, Chatham %head uar-
tered in Angoon), Chugach (serving Prince
William Sound%, Copper River, Delta/Greely,
|ditarod Area, Kuspuk, Lake and Peninsula,
Lower Kuskokwim, Lower Yukon, Northwest
Arctic, Pribilof Islands, Railbelt, Southeast
Island, Southwest Region,Yukon Hats, and
Yukon-Koyukuk.

Regional Educational
Attendance Areas
REAAS)

1 Bering Straits REAA

2 Lowe?\?ukﬁn REAA

3 Lower Kuskokwim REAA

¢

. Aleutian Reqion REAA

. Pr?&}oafnlsla ds REAA
Id|Eirod Area RE

i

4 Kuspuk REAA
9 S?u \west Region REAA
8 A

Yu on—Ko%/u Uk REAA
0 Yukon Flats REAA

Borough Government in Alaska

In 1985, the State Legislature passed
a law leading to the formation of two “fed-
eral transfer regional educational*ttendance
areas." One was Kashunamiut, an enclave in
the Lower Yukon REAA encompassing the
single community of Chevak. The other was
the Yupiit REAA, comprising three non-
contiguous enclaves in the Lower
Kuskokwim REAA serva the communities
of Akiachak, Akiak, and Tuluksak.

Since the mid-1970s, five organized
boroughs have formed. The formation of the
Northwest Arctic Borough, Lake and Penin-
sula Borough and Denali Borough, resulted
in the dissolution of the REAAs in those

areas.

DFIt?(/GreeI%/ REAA
Alaska Gat W%RE
og er River REAA
hatham REAA
outheast Island REAA
fqnette Island REAA
uHach REAA

asnunamiut REAA

é
:
Kas
| Yupiit REAA
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In the case of the other two new
boroughs, the Aleutians East Borough and
the City and Borough ofYakutat encom-
passed only portions of the REAAS in those
regions. Thus, in those two instances, the
remnant REAAs remained :n existence.

In 1997, the Aleutians Region REAA
and Adak REAA were consolidated into one
unit. Today, there are 19REAASs,

Coastal resource service areas
(CRSAs) may be formed in the unorganized
borough to perform certain duties under the
Alaska Coastal Management Program [AS
46.40.110 -46.40.180]. CRSAs are orga-
nized to develop and recommend for State
approval a coastal management plan for the
area within the boundaries of the CRSA.
The State implements the plan. CRSAs are
advisory only and have no implementing
authority.

There are presently four CRSAS in
the unorganized borouqh. These are the
Bristol Bay CRSA, the Aleutians West CRSA,
EhF?S%enallulrnt CRSA and the Bering Straits

The Bristol Bay CRSA conforms to
the boundaries of the Southwest Region
REAA and includes the first class City of
Dillingham. The Aleutians West CRSA has
the same boundaries as the Aleutian Re(}uon
REAA and includes the first class City o
Unalaska.

November 2000

The Cenaliulriit CRSA encomﬁasses
four REAAS. These are the Lower Yukon,
Lower Kuskokwim, Kashunamiut and Yupiit
REAAs. The latter two are the small federal
transfer REAAs formed in 1985. The
Cenaliulriit CRSA excludes the second class
City of Bethel.

The Bering Straits CRSA conforms
to the houndaries of the Bering Straits
REAA. The first class City of Nome is
excluded from that CRSA.

~Salmon Production Regional
Associations. AS 1610380 provides that a
qualified salmon production regional associa-
tion. when it becomes a non?roﬂt corpora-
tion under AS 1020, is established as a
service area in the unorganized borou?h
under AS 2903020 for the purpose 0
providing salmon enhancement services.

~ Other Service Areas in the Unor-
ganized Borough. AS 29.03020. provides
that the legislature may establish, eliminate,
or change Service areas of the unorganized
borough. Specifically, it provides that:

~ Allowing for maximum local partici-
pation, the legislature may establish, alter, or
aboiish service areas within the unorganized
borough to provide special services, that
may include but are not limited to schools,
utilities, land use regulations, and fire protec-
tion. A new service area may not be estab-
lished if the new service can be provided by
an existing service area, by incorporation as
a city, or by annexation to a city.
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PRINCIPLES AND STANDARDS RELATING TD
BOROUGH INCORPORATION AND ANNEXATION

fllasha*s Cons<Kution encourages boroughs.

< Art X, § | encourages the formation of boroughs.
& Art X, § I also encourages annexation of unorganized areas to boroughs where

applicable standards are met.

Alaska” Constitution favors minimizing the number of boroughs.

& Art X, § I isan express policy of minimizing the number of cities and boroughs.

Boroughs must embrace a natural region*

* ﬁl|<| %fAIasI]<a must be divided into boroughs — organized or unorganized [Art.X,8 |,
.Const].

+ Each borough must embrace an area and population with common interests to the
maximum degree possible [Art.X, § LAk. Const]. ,

< The population must be socially, culturally and economically interrelated and inte-
%rated FAS 29.05.03](a)(|?; 3AAC 110045; 3AAC 110. A

< The boundaries must conform generally to natural geography
[AS 29.05.031(3)(2); 3AAC 110060; 3AAC 110.190]. o

< Land, water, and air transportation facilities must allow the communication and
exchange needed for integrated government [AS 29.05.031(3)(4); 3AAC 110045,
3AAC 110160]. o

< Boundaries may not extend beyond the model boundaries defined by the Local
Boundary Commission, unless the Commission determines that an extension is
warranted [3AAC 110060(b); SAAC 110.190(c)]. |

< Boundaries must conform to REAA boundaries unless the Local Boundary Commis-
sion determines, after consultation with the Commissioner of the Department of
Education, that different boundaries are better suited [3AAC 110060();
3AAC 110.190(d)H. o

< There must be at least two communities in the borough, unless the Local Boundary
Commission determines that a sufficient interrelationship exists with only one

community [3AAC 110.045()].

Boroughs must have resources to oper ie efficiently & effectively.

¢ The gopulaﬂon must be large and staBIe enough to support borough government
{AS 9.05.031(3)(1); 3SAAC 110050; 3AAC 110.170).

# There must be at least 1,000 permanent residents unless the Local Boundary Com-
mission determines that a smaller number is suitable [SAAC 110.050(b2]. N

+ The boundaries must include all areas necessary for full development of municipal
services [AS 29.05.031(2)(2); 3AAC 110060; 3AAC 110.190]. N

+ The economy must have the human and financial resources capable of providing
municipal services [AS 29.05.031(a)(3); 3AAC 110.180].

10
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Home_ rule and first class
cities in the unorganized

November 2000

borough
$ Tanana
Galena e o Nena
Valdez Skagway
Dillingham

,"~ick#Ci>Petersburg

cak "M aT"

Klawock” fewJ
Orai9 % dabim

Unalaska

Methods of Annexation

State law allows four different meth-
ods of annexation to horoughs. The differ-
ent methods are outlined below. The first
three listed are seldom used.

Annexation ofAdjoining Borough-
Owned Property. Borough-owned prop-
erty that is contiguous to the boundaries of
the borough, may be annexed to that bor-
oug.h. The horough assembly must adopt an
ordinance and then petition the Local
Boundary Commission.

Annexation Upon Unanimous
Consent of Owners and Resident Voters.
An area adjoining a horough may be annexed

if all of the property owners and all of the
voters living in the area proposed for annex-
ation consent. Typically, this process is used
for the annexation of small numbers of
Parcels, often in conjunction with requests
rom property owners for the extension of
services. To implement annexation, the
borough must adoBt an ordinance and then
petition the Local Boundary Commission.

Annexation by Election. An area
may be annexed upon approval by the Local
BoundarK Commission, subject to ratifica-
tion by the voters in the area proposed for
annexation. To pass, the proposition must be
approved by a majority of those voting on
the question. This type of annexation Is
seldom used.
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Model Borough
Boundaries

Aleutian - Military
Aleutians West Region
Annette Island Reserve
Bering Straits

Prince William Sound
Copper River Basin
Upper Tanana Basin
Glacier Bay

. Iditarod Region

10. Kuspuk

©CONOTHWN R

Annexation by Legislative Review.

An area may be annexed without approval
by the voters or property owners under
the legislative review pro*. > Proposals
may be initiated by the borough, State
Legislature, voters, and others. Such pro-
Bosals require approval by the Local
oundary Commission as well as review
and tacit approval by the State legislature.

Borough Government in Alaska

Model Borough Boundary

11. Lower Kuskokwim

12. Lower Yukon

13. Pribilof Islands

14. Dillingham-Nushagak-Togiak
15. Wrangell/Petersburg

16. Yukon Flats

17. Yukon-Koyukuk

18. Prince of Wales Island

19. Chatham

Legislative review is initiated when
the Local Boundary Commission files a
recommendation for the annexation with
the legislature. Such recommendations may
be filed only during the first 10 days of a
regular session of the legislature. The recom-
mendation is rejected OW if the Ieglslature
adopts a concurrent resolution to deny the
action within 45 days of the date that it was
filed. Otherwise, the proposal gains tacit
approval from the legislature.

-12-
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Annexation Procedures

~ Procedures governing annexation are
dem?ned to secure the informed, reasonable,
timely, and inexpensive determination of
every proposal that comes before the
Commission. The procedures and require-
ments include:

+ Extensive public notice that a peti-
tion has heen filed with the Local
Boundary Commission.

# Public access to a complete set of
petition documents.

# At least seven weeks for individuals
and organizations to file comments
or responsive briefs with the Local
Boundary Commission in support of
or in opposition to the petition.

& At least two weeks for the petitioner
to file a brief with the Local Bound-
ary Commission in reply to the
resPonswe briefs and comments,

# At least four weeks for interested
persons and organizations to review
and comment upon a preliminary
report by DCED
concerning the
annexation pro-
posal.

< Opportunity to
review DCED’s
final report on the
annexation pro-
posal at least three
weeks prior to a
Local Boundary
Commission
hearing on the
matter.

< Opportunity to
Eartwlgate at the

ocal Boundary

Commission

hearing on the

November 2000

matter (those who filed a responsive
brief may make an opening statement;
provide sworn testimony, and make a
closing statement; the general public
is also afforded an opportunity for
comment). Hearings are typically
held in or near the area proposed for
annexation. . |

< Opportunity to review a written
decisional statement setting out the
basis for the decision by the Com-
mission. (The Commission may
approve a petition, amend and ap-
prove a petition; impose conditions
on annexation; or deny the petition.)

< Opportunity to seek reconsideration
of the Commission’s decision.

< Requirement for review of the
Broposal under the Federal Voting

jghtsAct. _

< Further procejssm% of the proposal in
accordance with the method of
annexation being utilized (e, legisla-
tive review, election, etc.).

Alaska State Capitol
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Organized
Borough
Governments
Northwest Arcti
Borough
Haines Borough
City & Borough
of Juneau
Kenai Peninsula
Borough
City & Borough
of Sitka ,
Ketchikan Gateway
Q- Borough Borough

: 4 Incorporation proposals are initiated by

E?;ggdgl:' r:ezcorporat'on at least 15% of the number who voted in
the proposed borough in the last State
borough incorporation proposals may only tWo Categories:
be initiated by voters. However, it must be < The combined area of home rule and
stressed, that the Legislature has overridden first class cities in the proposed
those laws in the past to compel certain borough.
areas to organize. In fact, boroughs have < The remainder of the proposed
bheen formed volunltarA|r|3// |nf pﬁrts ofAéaska borough.
that encompass only 4% of the states popu- o Extensive public noti "
: public notice that a petition

lation. In contrast, gorou hs have been has been filed with the Local Boundary

formed under mandates from the Legislature v
in areas that encompass 83% of Alaskans. Commission.

The following describes the volun- + Public access to a complete set of peti-
tary incorporation process set out in cur- tion documents.

rent law.

-14-
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At least seven weeks for individuals and
organizations to file comments or re—
sponsive briefs with the Local Boundary
Commission in support of or in opposi—
tion to the petition.

At least two weeks for the petitioner to
file a brief with the Local Boundary
Commission in reply to the responsive
briefs and comments.

At least four weeks for interested per—
sons and organizations to review and
comment upon a preliminary report by
DCED concerning the annexation
proposal.

Opportunity to review DCED's final
report on the annexation proposal at
least three weeks prior to a Local
Boundary Commission hearing on the
matter.

Opportunity to participate at the Local
Boundary Commission hearing on the
matter (those who filed a responsive
brief may make an opening statement;

November 2000

provide sworn testimony, and make a

closing statement; the general public is
also afforded an opportunity for com—
ment). Hearings are typically held in or
near the area proposed for annexation.

Opportunity to review a written deci—
sional statement setting out the basis for
the decision by the Commission; (The
Commission may approve a petition,
amend and approve a petition; impose
conditions on annexation; or deny the
petition).

Opportunity to seek reconsideration of
the Commission’s decision.

Requirement for review of the proposal
under the Federal Voting RightsAct

Submission of a proposition to the
voters of the proposed borough which
requires approval from a majority of the
areawide vote.
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Alaska has the most flexible and efficient system of local government in the nation. The key element in
that system is the organized borough, Alaska's innovative tool for regional self-government and regional

development.

Alaska’'s Constitution encourages borough formation. Further, the Constitution and State law establish
specific standards and procedures for incorporation of proposed boroughs. However, those standards are
not equally applied. Today, about 87 percent of Alaska's residents live in the 16 organized boroughs. Of
the areas that remain in the unorganized borough, some appear to have the capacity to operate boroughs,
or may meet standards for annexation to existing boroughs. Other areas may not meet borough standards.
Various disincentives have impeded formation of new boroughs or borough annexations in areas where

they might be feasible.

Over the past four decades, many public interest groups (including the Alaska Municipal League), local
government experts, State and local officials, and citizens have urged implementation of borough
government as envisioned in the Alaska Constitution. The Local Boundary Commission has developed a
proposal for legislation to promote progress toward that Constitutional goal.

f TIO Commission's Proposal

The Commission’s proposal would create a new option to initiate a petition for borough incorporation or
annexation, modeled on the existing option for legislative review boundary changes. Under this new
option, the Department of Community and Economic Development would annually present the
Commission with a list of unorganized areas that reasonably appear to meet standards for borough
incorporation or annexation. The Commission would select which area(s) tentatively may warrant
incorporation or annexation, and direct the Department to prepare and file a petition. Thereafter, the
Commission would follow the process that has been in place since statehood for legislative review

annexation petitions." (See Attachment.)

Apart from the new option for filing a borough incorporation or annexation petition, the proposed process:
» follows other procedural requirements now in law;
* implements standards for incorporation now in law; and
e requires legislative review of borough incorporations or annexations approved by the

Commission.

As part of its proposal, the Commission also urges elimination of several disincentives to incorporation of
new boroughs or annexation to boroughs.



Background: This process was established in 1959
under Alaska’s Constitution. It has been successfully
used in over 100 municipal boundary changes over the

past 41 years.

¢ Petitioner files annexation petition.

DCED;
¢ reviews petition for technical adequacy

¢+ may hold local public meeting
+ reports findings and recommendations to LBC.

LBC:
¢ holds local public hearing(s)

¢ accepts/rejects petition as meeting/not meeting
annexation standards.

¢ Ifaccepted, LBC submits decision for legislative
review.

¢ Legislature may accept or reject decision. If
accepted, annexation is approved.

ATTACHMENT
PROPOSED NEW QPTION FOR

BOROUGH
INCORPORATIONS/ANNEXATIONS

Background: This process is proposed as a way to
extend borough government to areas that meet existing

standards for borough incorporation or annexation.

U

DCED annually presents LBC with list of areas in
unorganized borough that reasonably appear to
satisfy standards for borough incorporation or
annexation.

LBC annually selects from list which area(s) may
warrant incorporation or annexation.

DCED, for selected area(s):

¢ drafts petition

¢ holds local public meeting(s)
+ finalizes and files petition.

LBC:
¢+ holds local public hearing(s)
¢ accepts/rejects petition as meeting/not meeting

applicable standards.

If accepted, LBC submits decision for legislative
review.

Legislature may accept or reject decision. If
accepted, incorporation or annexation is approved.



Ime Line for Incorporation or Annexation Under =

L : Proposed Legislation r
By September 30  DCED lits prospective borough New provision in law
Incorporations & annexations
' Jam o N ¥ ‘e = W
By November 30 LBC selects proposals from DCED lis New provision in law
1
} December 1 DCED conducts meetings in regions Parallel Brgovision in existing
selected by LBC law [AS 2005.080(3)]
DCED prepares petitions Parallel provision in existing
| . y law [AS 44-33-812661)]@}
DCED provides public notice of petitions ~ Existing law (3AAC "110450) J
Inttetrested persons allowed to comment on  Existing law (3AAC 110430
. etitions L
{ ats_ted on comments DCED may amend  Bxisting law (3AAC 110540) i
etitions
March 31 CED files petitions with LBC Existing law ,
[3AAC 110440(c)] |
1
April 1 Notice given of LBC hearings Existing law (3AAC 110.580)
LBC conducts hearing in region Existing law (AS 29.05.090
LBC approves, rejects, or - Bxisting law [AS 29.05,100(2)]
amends/condltions/approves petitions o |
LBC adopts written decisional statement for  Existing law
each petition 3AAC 11057 f)é !
r Interested parties may seek | isting law (3AAC 110580)

reconsideration of LBC decision

1 mid-January  LBCfiles recommendations with Legislature  Parallel provision in existin
law (At X, § 12 Ak, Const.%

Legislature considers LBC Parallel provision inexisting <
; recommendations for 45 days law ﬁAﬂ. X, § 12 Ak. Constg 1
j late-March  Recommendations approved unless Parallel provision in existing i
| 1 reéecte__ o , aw (At X, s 12 Ak Const) J
LBC notifies Division of Elections of Existing law [AS 29.05.11 ag]
. approved boroughs _ o -
late -March to  DIVISion of Elections oraers election for Existing law (AS 29.05.120)
late-April initial borough officials

by late-July  Division of Elections conducts elections for  Bxisting law (AS20.05120) |
initial borough officials



Summary of Standards for
Borough Incorporation

Standards regarding the creation of organised boroughs are provided in Alaska’s
Constitution, statutes, and regulations. The standards are summarized below

»  Borough incorporation is encouraged under Alaska’s Constitution.
(Art. X, 81,Ak. Const.)

»  All of Alaska must be divided into boroughs (organized or unorganized) with each
embracing an area and population with common interests to the maximum degree

possible. (Art. X, 8 3, Ak. Const.)

» Alaska’s Constitution favors larger boroughs in order to avoid the proliferation of
small boroughs. (Art. X, 8§ 1, Ak. Const.)

»  Borough incorporation must be in the best interests of the state.
(AS 29.05.100)

»  Borough residents must be socially, culturally, and economically interrelated and
integrated. [AS 29.05.031(a)(1); 3 AAC 110.045(a)-(b)]

»  The population must be large and stable enough to support borough government. It
is formally presumed that a borough will have at least 1,000 permanent residents.

(AS 29.05.031(a)(1); 3 AAC 110.050)

> Boundaries must conform generally to natural geography and include all areas
necessary for full development of municipal services.
[AS 29.05.031(a)(2); 3 AAC 110.060(a)]

» Consideration must be given to model borough boundaries adopted by the Local
Boundary Commission. [3 AAC 110.060(b)]

»  Boundaries must conform to regional educational attendance area boundaries,
unless the Local Boundary Commission allows otherwise.
[3 AAC 110.060(c)]

» There must be adequate human and financial resources to provide borough
services. (AS 29.05.031(a)(3); 3 AAC 110.055)

» There must be adequate facilities to allow the communication and exchange
necessary for the development of integrated borough government. [AS
29.05.031(a)(4); 3 AAC 110.045(c)-(d)]
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The Local Bounda commission complles with the Title Il of the Americans with
Disabilities Act of Upon request, this report will he made available in large

Ennt or other accessible formats, Re ests for such sh uId be directed to the
ocal Boundary Commission staff at

This report isalso available on the Local Boundary Commission's website at:

Http://www.dced.state.ak.us/mra/LBC/Mrad_Ibc.htm

Photos of the Constitutional Convention were supplied by the Anchorage Mu-
seum of History and Art, Steve McCutcheon, Photographer.


Http://www.dced.state.ak.us/mra/LBC/Mrad_lbc.htm

Contents

INEFOUUCTION v s s s 1
BACKGIOUNG......ovovvvvvrrerecssssssiisssssssssss s ssssssssssssssssssnssssssssssssssssssssssnsssssssssees 3
Section 1 Discussion of the need for reform...........cuu g 7
A BorouPhs are Alaska's fundamental political subdivision
for delivery of mummPaI services, yet the State has never
established a rational bais for the creation of new boroughs
or the expansion Of existing DOTOUANS......v.cvcccerseivvvvvrsserssmssssiimssssssssesssssnss 7
B. There isa lack of |ocal resPonS|b|I| for education and
latting services in most of the undrganized DOTOUGN. ...vvvvvvvsseersrvvrrrrrrns n
C. The lack of or%amzed boroughs has Tesulted in a highly
fragmented structure for the"delivery of public SEIVICeS............wwwumiiinnn 14
D. The lack of regional ?overnme_nt has hindered social
and economic development in UNOrGaNIZed areas....evrmrmsssssrnnee 16
E. The current SyStem ISINEQUIEADIE. ... oc.ovvvvrrersssssssmssssssesnsssssssssmnssssssssenns 18
CONCIUSION. oo veressvrrvvvessssssssssssssssssmmssssssssssssssssssssmmsssssssssssssssssssssssssssssssssssssens 2
Section 2 PropoSed LgISIAtION.............vwrrrremsmmmmmsssssssssssssssssimmmsssssssssssssssssenees il
Section 3 Sectional Analysis of Proposed LegisIation..........ccccvvvreeeessssssiiinnnnn 2
SECLION Lurvrrvvvvvvvvvvisisisssssssesss s 20
SELHON 2., iovvvvsvsssmssssmsssssssssssssssssssssssssss s ssssssssssss s 28
SUDSECHION ()..rrvvvvvvvvvvrrsremssssssssssmssssssssssssssssssssssmssssssssssssssssssssssssssssssssssssssnns 2
SUDSECLION (1)...vvvvvvvvvvrsrrssereneeessssssssssssssssssssssssmsmssssssssssssssssssssssssssssssssssssssases 28
QUDSECLION (C):vvvrvrrrrrrrrrrrrrersrsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssseens 2
SUDSECEION ()..vvvrrrrvreveerssssmmmmssmmmssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssans 2
QUDSECLION (). ssssssssssssssssssssssssssees L))
V=T (] ) S, e TN L0
Time Line for BorQuPh,lncorporatlon and Annexation under
Proposed LegiSIation.............uverereerrsssscer TP 3
Summary of Standards for Borough InCOTPOration..........vmmvvvvssssssssssssssenes R
Section 4. Biographical Information About the
Local Boundary COMMISSION.........uvvvrrmmsssimmmsssssssmmsssssssssssssssssssssessssssssssssenees 3
Appendix A
1908 Per Capita Personal INCOME.......ouurrmmvvmmmmmsmmsssssssssssmmssssssssssssnsssssens A-|
1998 Local EMployment IN AIASKa........vvcveeveeersssssssssssssmmmsssssssssssssssssssesees A2
1998 Local Employment N AIASKa.........cooooveccessssesssssssisiiiinnnsssssssssssssssssssseees A-3
Reglonal Educational Attendance ATBAS....wwvvrrrmmsssmmsssssssssssseess A
BOTOUGN SCNOOI DISHICES......ccuueuururrririiiimimmisssssssssssssssssssssssssssssssssssssssssssssssnssssenss é\\—g

City SCOOI DISHICES.......vvvvvvvvvesssssssssssmsssssssssssssssssssssmmsssssssssssssssssssssssssssssssssssses



Blank Page



LBC Policy Statement - Need for Reform of Laws Concerning Borough Incorporation and Annexation
introduction

This year marks the 40th anniversary of the enactment of legisla-
tion to Institute borough government in Alaska, RepeatedIy
throughout the past 40yéars, an arraY ofi)ubhc Interest groups,
local government experts, State and local officials, and Citizens
have pointed out serious shortco_mln?s Inthe manner inwhich
the borough concept has been implemented.

In response to %rowing difficulties resulting from those shortcom-
mgs, the Local Boundary. Commission Isproposing remedial legis-
lation. The proposed legislation would:

« gliminaﬁe certain disincentives to the incorporation of new
boroughs; . . .

. |r{]plegg%gt incentives for borough incorporation and annex-
ation: _ , .

o facilifate borou?h incorporation and annexation of unorga-
Q}%%ie%rteas that have the resources to support borough gov-

The legislation proposed by the Commission will address the
following issues:

= Alaskans Treated Unequally. Citizens _Of municipal SChOO| ,
districts in Alaska must make substantial financial contributions
'l?y support of schools while all others have no such responsibil-
1ty.

= No Rational Basis for Unequal Treatment. There isno legit}-
mate public %ollcy basis for the disparate treatment of Alas-
kans noted above. While some unorganized regions are poor,
others have resources that are superior to areas that long ago
accepted local responsibility for schools.

= Lack of Local Authority to Fund Education. Reglonal educa-
tional attendance areas (REAAS) are instrumenitalities of the
State of Alaska. REAA residents depend on the State for
educational services. When funds are needed for new
schoals, m_aHor canltaI |mC§)rovement?, or increased opera-
tional fund % REAA resigents must 0ok to the State of
Alaska, which has exclusive responsibility for such matters.

- Unorganized Regions Unique to Alaska. Alaska ISthe only_
stategfhat isnot organized at the regional level into counties
or their equivalent.” Alaska isalso urique among state gov-
emnments_in the extent to which it assumes responsibility for
local services.
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= Unorganized Borough Sustains Inefficient Service Delivery. .
Essen%al services are delivered_in the unorganized horough in
a hI?h|¥ fragmented manner. This perpetuates inefficient'and

ineffective Jovernmental operations.

e State Fiscal Policies Encourage Avoidance of Local Responsi—
hility. The Stafe continues to shoulder the burden for educa-
tion and platting sen/ices in communities that decline to
accept local reSponsibility, even though many such commu:-
nities have ample resources. At the same timé, the State of
Alaska has dramatically reduced financial aid to communities
that have assumed local responsibility for services.

= Unorganized Borough impedes Development. The Iack of
regional government has hindered economic and social

development in unorganized areas.

= Overpowering Borough Disincentives. The deterrents in State
Iﬁwt form boroughs are s Pervaswe and so overwhelming
that they impede ‘successful Incorporation of new borough

governments,

- Procedures Stifle Incorporation. The Process for mcorpor_atlon
of new boroughs actually thwarts local initiative in certain
cases. For examPIe,, by fequiring each of two different.
classes of voters to initiate incorporation (those within city
school districts and those outside city school districts) a réla-
tively small number of voters may block local efforts’to incor-

porate.

= System Promotes Flawed Boundaries. Forming horoughs

under the current ad hoc and voluntary basis has ledto com-
promises with regard to ideal municipal boundaries. In some
cases, boroughs have sou?ht to draw boundaries to maxi-
mize their findncial and political resources to the detriment of
adjacent communities.

The Local Boundary Commission takes the view that timeIY atten-
tion to these matters iswarranted. Details about the rprob ems
and the Commission's proposed legislative solutions follow.
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Mobil Oil Corporation v.

Background
Local Boundary Com-

msson. sisRzd 92, The Local Boundary Commission isone of five State boards cre-
101 (Maska 1974) ated under Alaska's Constitution. Itsdutjes include reviewing
Aeka Municioal proposals for borough incorporation and annexation, Addition-
League. AML [ssUe Y, the Commissjon has the responsibility under AS 44.3;3,.812 to
Paper: Municipal make studies of "local government bourdary problems.” The
GovernmentinAlaska,  Commission considers the lack of a strong State policy promot-

(rinted from the Aasie Ing hhe extension tOI bgr-

Internet site at; http;// “The state has failed to con— l(:)hug gotvemm-en nlo (la

www.akmunileague.org/ . . € MOSt pre Smg 0Ca

whitepaper htm). page tinue the evolution of local governm nt _Oundary

2 government directed by the pr0b|em facmg Alaska.

Constitution.”

Victor Fischer, Alaska'S ~ jjj - Alaska Municipal ISS| '

%}gn%htﬁnonél Conven. 1 - As@uncipalLeague mee ﬁg{ﬂr@isﬁg’v@f’o‘)nﬂgﬁf

(0, 1975, page 119 of government iH %Rebunor-
afllzed norougn to oe

stymied. Alaska's Constitution encourages the extension of
borough government." Vet, present circumstances have led the
Alaska Municipal League to take the position that, "The state has
failed to continue the

evolution of local %ov-

emment directed by

the Constitution."2

The Local Bo_u_ndar¥

Commission joins ofhers

that have previously

ex refsed a preferénce

for voluntary extension

of borough govern-

ment. HOwever, many

of those have also

taken the position that

the State ShOU|d Com- Local Government Committee of the Alaska

Bel the eXtenSIOn Of . Constitutional Convention, February 1956
orough government in

regionS capable of . .
supportmq boroughs if citizens choose not to organize voluntarily.

For example, the Constitutional convention delegates who wrote
the local government provisions of Alaska's Constitution held the
view that Creation of boroughs should be compulsory, with provi-
sion for local initiative.3


http://www.akmunileague.org/
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Several who have favored voluntary incorporation have also
acknowledged that, to be successful, such an approach re-
quires adequate incentives to encourage incorporation, Unfor-
tunately, current law has many provisions that act as disincen-
tives to' horough formation and annexation. However, if the
disincentives \iere removed, itisunlikely that the State till could
Prowde sufficient mﬁucements, to motivate all of its citizens to
ncorporate boroughs voluntarily.

Alaska's "Task Force on Governmental Roles', established b%_the
191 Leg|slature to define Federal, State, and local relationships
inthe delivery of public services, "stopped short of endorsing
mandatory torough formation fegislation but agreed that con-
tinued formation of additional borough governments should be
a primary state policy goal."4 ?emphams added) However,
Instead of promoting horough formation, State policy_has actu-
ally continued to regress in that arena since the 1901 Task Force

study.5

Citizens and local officials in some areas have hecome frus-
trated over procedural and policy impediments to borough
formation. For example, before any laws had been written con-
cerning horough government in Alaska, residents of Cordova
who aftended a January 6 1960meeting of the Local Boundary
Commission at the Cordova.High School Auditorium expressed
an immediate need for a Princé William Sound borough.

A clear majority recommended that borough boundaries in this area in-
clude Prince William Sound, east to the Canadian border, south along the
border to Yakutat, then west to
Prince William Sound: that thjs area
be unorganized until borouan stan-
dards ore established so that a de-
cision on a "home rule" or so-called
"general law" boroughs (sic) can be
made, (emphasis added) They felt
that although they are probably not
ready for "home rule" at this time,
there is a real need for organized :
borouah government inthisarea o5~ residents

soon as possible, (emphasis added)
There is a definite feeling of tie-in with all of Prince William Sound, the

"highway communities" and the Copper River Valley when that road is
finished. They definitely desire that the fishing areas on the west side of
Prince William Sound be included inthis area. Yakutat should be included
if such isthe wish of that community.6

Despite the asBiration among Cordova residents for a Prince
William Sound Borough in such a horough, of course, has
yet to form. However, current officials of the City of Cordova

“They felt... there is a
real need for organized
borough government in
this area as soon as pos—

sible.” - Local Boundary Com-
mission, commenting on January
6, 1960 meeting with Cordova

4

4 Brad Pierce,

Governor's Office of
Management and
Budget, and the
Alaska Municipal
League, Final ﬁe-

ort; Task Force on

overnmental
Roles, guly 10, 1992,
page 15.

The Local Boundary
Commission has
chronicled an
extensive and
growing list of
borough disincen-
tives in its annual
reports to the Legis-
lature since the
1980s. Most recently
this issue was ad-
dressed on pages
3841 of the
Commission's report
to the 2001 Legisla-
ture. That reportis
available on the
Internet at; http://
www.dced.state.ak.us/
mra/LBC/pubs/
2300_IfIC_Arrud_I"t.pdf

Local Boundary
Commission, FIrst
Report to the Sec-
ond Session of the
First Alaska State
Legislature, Febru-
ary 2, 1960, page 2-
4,


http://www.dced.state.ak.us/
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Zeine, Ed, Mayor of
the City of Cordova,
letter to the Chair-
man of the Local
Boundary Commis-
sion, December 20,
1999,

City of Cordova,
Proposal for Reform

of State Law Regﬂard-
h a-

Ing Borough For
flon, December 1999.

g City of Cordova

ReSolution 12-9-83

See comments by
Thomas Morehouse
and Victor Fischer in
Borough Govern-
ment in Alaska, page
73, former Governor
Ja Hammondl in
Tafés of Alaska's Bush
RatGovern page
149; John Ragder In
The Metropolitan
Experiment In Alaska
-A Study of Borough
Governnient, page
91; Thomas A.
Morehpuse et al,,
Alaska's Urban and
Rural Governments,
page 43; House
Research Agency in
A New Mandatory
Borou%h Act: Local
Educafion Costs and
Potential Revenues
ofNewly Created
Boroughs, page 14;
and City of Cordova
in Proposal for Re-
f?)rm f State Law
Re%ﬂrdmg Borough
Formation, pecem-
ber 1999.

Mobil Oil Cow(?ration
v, Local Boundary
Commission, supra,
98.
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continue to recggmze the need for a borou%h gov%rnment.
They cite procedures estchlished under the Borgugh Act of 1961
as a principal reason for the lack of a Prince William Sound bor-
ough. Dissatisfaction with the status quo isevident in the follow-
ing"recent comments from Ed Zeine, Mayor of Cordova:

The City of Cordova and many other smaller Alaska cities have been frus-
trated in previous attempts to establish borough governments. The cur-
rent process iscumbersome and self-defeating.7

In December of 1999 circumstances led the City of Cordova to
propose legislation that issimilar to the Commission's current
proposal for reform of State law re_?ardmg horough incorporation
and annexation.6 The Cordova City Council adopted a formal
resolution providing as follows:

... the City Council of Cordova, Alaska, hereby encourages the execu-
tive and legislative branches of the government of the State of Alaska to
review and amend the borough formation process, and offers the paper
"Proposal for the Reform of State Law Regarding Borough Formationlas
a starting point for the process of change.’

Several respected Alaskans and institutions have, concluded -
some as far back as the early 1960s -that it isnaive to assume
that the voluntary approach'to borou?h formation will succeed
except in rare instances.’0 The test of fime has clearly proven
them'to be correct. During the past four decades, boroughs
have formed voluntarily in‘areas that encompass only four per-
cent of Alaskans, In contrast, eighty-three percent of Alaskans
live in organized borou%hs forméd in a matter of a few months
under the 1963 Mandatory Borough Act. The remaining thirteen
percent live inthe unorganized borough. Stated in other terms,
ninety-six percent of Alaskans live in regions of the state that
have not embraced horough government voluntarily.

Boroughs are ada/gtable, to both rural and urban areas.” More
than one-third of Alaska's org}amzed boroughs encompass areas
that are exclusively rural (Bristol Bay, North I%e, Northwest
Arctic, Aleutians East, Lake & Peninsula, and Yakutat). Another
one-third of the boroughs include a number of rural communities
gKo_d|ak Island, Kenai Peninsula, Haines, Ketchikan, Matanuska-

usitna, and Denali).

ben Hopson, first Mayor of the North Slope Borough, promoted
borough formation as'a means to advance the social and eco-
nomic well-being of North Slope residents. Additionally, he saw
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the North Slope Borough as a means to Preserve and protect the
Inupiat cultyre and language and to establish local control and
self-determination. 2

A report prepared for the Alaska Federation of Natives in. 1999
noted that boroughs have the capacity that other organizations
lack to address particular needs of Native communities:

In many Native communities, neither tribal government nor (city) status
provides the powers orjurisdiction necessary to control land uses and pro-
tect subsistence fish and wildlife habitat inthe much larger area surround-
ing the community. Also, developments in the surrounding area are out-
side the taxing powers of these local governments. One solution to these
problems isto create an areawide or regional borough government un-
der state law in order to bring these lands under local governmental juris-
diction. In addition to land use planning and control and tax powers,
borough government also can localize control of public education. These
are all mandatory powers of borough government.3

The Alaska Municipal League takes the following view concern-
Ing the suitability of boroughs in predominantly Native areas:

Borough government can be a valuable tool for local self-determination
that allows municipal and tribal government/organizations to co-exist suc-
cessfully while resources are maximized.11

Several existing boroughs are inhabited predominantly by Na-
tives. These include thie Aleutians East Borough, Lake and Penin-
sula Borough, North Slope Borough, Northwest Arctic Borough,
and the City and Borough of Yakutat. Other existing boro,ughs
include significant Native populations. At present, ne-third of
the vill eggs recognized by the Bureau of Indian Affairs are within
organized boroughs.b

It isunlikely that regions in the unorganized borough - those
Inhabited predominantly by non-Natives as well a5 those inhab-
ited predominately by Natives - will form boroughs voluntarily
under the present circumstances. Inan effort to resolve the
conflict between the constitutional gioal of "maximum local seif-
government with a minimum of local government units", and the
hear ahsence of local initiative, the Local Boundary Commission
urges reform of State law concerning boroughs. Specifically, the
Commission supports procedures wherein the State would take
the initiative to extena borough government to those areas that
have the human and financial résources needed to support

boroughs.

The Commission's suggested reform proPoses roles for both the
executive and legislative branches of State %overnr_nent, Includ-
ing the Commission itseff, to determine whether regions of the

r

B

Thomas Morelhouse,
et al., Alaska's Urban
and Rural Govern-
Ments, 1984, page
144,

Cornell, Stephen, et
al., The Economic
Resource Group, Inc,;
and Victor Fischer
and Thomas
Morehouse, Institute
of Social and Eco-
nomic Research,
University of Alaska,
Anchorage. ACNIEV-
mg Alaska Native Seff-
G vernance, Toward
Implementation of
the Alaska Natives
Commission Report,
May 1999, page 44.

Alaska Municipal
League, SUPIA., page
4,

Cornell, et al, SUPIA..
Appendix A lists 223
BIA-recognized
villages, 72 of which
are within organized
boroughs.
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See Thomas A unorganized borou%h have adequate human and flnanual

orehouss and resources to support horough government. The proposed pro

Victr Fscher Bor-  Cess ispatterned after the method established in Alaska's onsti-
ough Governmentin  tution for review, of mummﬁal boundary changes by the Com-

Alaska 1971, pages  mission and Legislature. That system has been in place since

43- 46, 19%0and has tieen used extensively throughout both rural and

urban parts of Alaska.

Section 1of this pO|IC¥ paper provides a more detailed dISCUS
sion of the fundamental public P0|IC 1SSUes th at compel atten
tion to this matter. Section 2includes a copy_of the remedial
legislation proposed ti)yt e Local Boundar Commlssmn Section
3 rovides asect|ona anaCYS|s of the Ieglsl tion, a timeline to
illustrate how the proposed process woilld be implemented, and
a summary of the standards for borough incorporation. Lasty,
Section 4 offers hackground information conceming the Local

Boundary Commission.

| ~Section 1
Discussion of the need for reform.

This section of the policy statement outlines reasons why the
Local Boundary Commission advocates the extension of bor-
ough government to unorganized regions of Alaska that 0SSEss
the”himan and financial résources to operate borough %evern
ment. Further details on these topics are available from

Commission upon request.

A. Boroughs are Alaska’s fundamental political subdivision for
delivery of municipal services, yet the State has never
established a rational basis for the creation of new boroughs or

the expansion of existing boroughs.

Borou?hs were concelved as the fundamental political subdivi-
S|on of the Stﬁte of Alask a
through whi mun|C| al

SGfVlCeS would be e||V H “The greatest unresolved

ered.B The failure of the political problem of fhe State

p0||C to estabhsh bor- was the matter of boroughs.” -
Oughs through VO untar John Rader, Alaska's first State Attorney
e OrtS |n t e ear %years 0 U General and former legislator
statehood led John Rader i

- Alaska's first State Attor-
ney General and a former member of the State House of Repre-
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sentatives - to the conclusion in 1963that "the greatest unre-
solved Ip](%lltlcal problem of the State was the matter of bor-

oughs.

Given the critical role of borough governments inthe delivery of
fundamental services, itisremarkable that the State has never
developed an ordered grocess to determine when areas of
Alaska should be compelled to organize boroughs if loca| Citi-
zens decline to take initiative. Inthe Commission's view, financial
capa,mty and adequacy of human. resources are arﬁ),proprlate
criteria Upon which'to base determinations concerning whether
boroughs should be required to form in particular regions.

For the past 40years, with one brief exception, the State has
deIe?ated to [dcal citizens decisions as to whether boroughs
should be organized.. Given the lack of incentives to forni bor-
OUﬂhS, itisnot surPrlsm%that few reglons have chosen to volun-
tarily take on the responsibility for borough government.

The exception referred to Inthe preceding ]paragraph was, of
course, the 1963 Mandatory Borough Act.” That act compelled
the formatjon of boroughs, éncompassing Ketchikan, Sitka, Ju-
neau, Kodiak Island, Kénai Peninsula, Anchorage, Matanuska-
Susitna valleys, and Fairbanks.B Tog % those €ight boroughs
encompass elght%—three percent of the state's population. The
193 Mandatory Borough Act was the product of a hipartisan
legislative effort’that was supported b%Governor Egan. John
Rader, author of the 1963 Mandatory Borough Act, character-
ized the impetus for action as follows:

Instriving to form viable units of local self-government, the people of Alaska
have used the courts, the executive branch of their Territorial Govern-
ment, and the local subdivisions themselves, It was only after a series of
repeated failures thar in 1963 the State legislature finally exercised the
authority which had previously been delegated to others.®

Intoday's light, Mr. Rader's statement isoverly broad. The 1963
Mandatory Borough Act was applied only to elﬁht particular

I
regions of Alaska. “Although an understanding fad report]eg&é
been reached amon Ie%l]slators prior to approval of the

Mandatory Borough Act that there would be subsequent Ieglsla-
tion to compe| other areas to form boruuqhs, the exercise of the
State's authority to form boroughs was utilized only in that dngie
instance. The State subsequently returned to itsprior policy
which M. Rader characterized asan ineffective delegation of
responsibility for formation of boroughs.

I’ Ronald C. Cease and

B

9

Jerome R Saroff; eds..
The Metropolitan
Exgenment In Alaska:
A Study of Borough
Government, 1968,
page 93.

The bill originally
included other areas
that were subse-
guently omitted in
order to win passage
of the Mandatory
Borough Act. More-
over, an area exceed-
ing 11,000 square
miles was detached
from the Fairbanks
North Star Borough
shortly after it was
formed under the
Mandatory Borough
Act. The detached
area included much
of what today com-
prises the Delta Greely
Regional Educational
Attendance Area and
the Alaska Gateway
Regional Educational
Attendance Area.
Those areas were
detached not be-
cause they lacked the
resources needed to
support borough
government, but
because they lacked
sufficient ties to the
Fairbanks North Star
Borough.

Cease and Saroff,
Supra., page 81.

Clem Tillion, a mem-
ber of the 1963 State
House of Representa-
tives, Indicated that
the 1963 Mandatory
Borough Act was

Footnote continued on next
page
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approved by the
Legislature with the
understanding that
other unorganized
areas would be
compeliid to orga-
nize by subsequent
legislatures. (Personal
communication with
Local Boundary
Commission staff, April
28, 2000).

Gerald A. McBeath
and Thomas A.
Morehouse; eds.,
Alaska State Govern-
ment and Politics,
1987, page 44.
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Victor Fischer, constitutional convention delegate and Secretarg
to the Convention's Committee on Local Government reflecte
in 1987 that, "Despite the constitutional convention's emphasis
on state leadership
in establishing the
borough system, .
?overnors and legis-
atures have been
reluctant to create
horoughs, largely
hecause of frequent
local opposition to
establishment of
another level of
government."2

As noted earlier, the o o
Commission takes the view that financial capamty isan appro-
Bnate criterion for deciding whether re(tnons should organize as
oroughs, The Commission recognizes that certain argas of the
unorganized borough may havelimited fiscal capacities -
placés where thereare few jobs, marginal tax bases, and unde-
veloped economies. Still, even in cerfain communities with such
characteristics, citizens have taken on local responsibility for the
same duties and obllgatlo_ns Imposed on organized bordughs by
State law. For example, citizens of Galena, Hoonah, Hyda ursgz,
Kake, Nenana, Pelican, St Mary's, and Tanana all operate fir

class cities in

“Despite the constitutional
convention’s emphasis on state
leadership in establishing the bor—
ough system, governors and legis—
latures have been reluctant to
create boroughs, largely because
of frequent local opposition to
establishment of another level of

government.” - victor Fischer, Constitu-
tional Convention Delegate and Secretary to

the Committee on Local Government

Although not typical of homes either in organized boroughs or

the Unorga- the unorganized borough, these homes in Gustavus are outside

- any municipal tax jurisdiction and are also outside a school district

db

gllfgeh ﬂ%.t with local financial responsibilities.
have dutles to Alaska’s best little secret...
provide ser- GUSTAVUS, ALASKA
vices and to h&U
make |Oca| -Fiﬁégl]l(’)\lrrllz gnsgg)clig{svsvm](;rr%gagé\y l\lf)f(ltcr ﬁ)léjastgt? E\)An%i/érlégTSOIarum reading loll
contributions =g, ot
n support of iyl DR e
education o, im0 @
Identha? 0 HRkA»)3ffk  CAM. NOW FOR MORI: INFORMATION: <07} 58 MW 0
those re-
qu”.ed Of Used with permission of Ricker and Associates Real Estate. Inc
organized y
bo%ou?hs. Yet, more prosperous communities such as Gustavus.
Tok, Glennallen, Delta Junction, and Bethel bear no financial

responsibility for education. A comparison of economic charac-
teristics of certain of these communities isprovided in Table 1on

page 12

-9-
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Regional statistics suggest that there are a number of areas in
the"unorganized bordlgh that enjoy relatively strong economies

For example:

As isthe case with regard to financial capacity there are indica-

Seven of the eleven (64%) census areas in the unorganized
borough had Rer caPlta personal incomes in 1998 that were
greaterthant_ at of the Matanyska-Susitna Borough and the
ake and Peninsula Borough, &SeeAppendlx A-1) The
Matanuska-Susitna Borough isAlaska’s third most populous
municipal government and was one of the eight regions
organized Under the 1963 Mandatory Borough Act.

198 ocal em})loyment per 1000 residents was higher in three
of eleven (2/%) census areas of the unorlganlzed orough
than itwas in eight of the sixteen (50%) of the organized bor-
oughs in Alaska.23 (See Appendix'A-2

Per capita ear%s from local employment in Alaska were
higher durin Inthree of the eleven census areas of the
uniorganized borough than they were in ten of the sixteen
(625%) organized boroughs inAlaska.23 (See Appendix A-3)

June 2000 employment statistics show that more than half of
the census areas in the unorganized borough had lower
unemployment rates than the Kodiak Island’ Borough, North
Slope Borough, Northwest Arctic Borough,_Yakutat orough
Bristol Bay Borough, and the Lake and Peninsula Boroughs

Previous borough studies have concluded that many regions
of the_unorganized borough have the capacity to support
organized boroughs. B

tions that many regions of the unorganized bofough have hu-
man resources sufficient to operate horough governments.
Consider, for example:

The 19 population of the unorganized borough was 3%
greater than the combined 199 populations of eleven of the
Sixteen (69%) organized boroughs in'Alaska.

The 199 population of the unorganized borough was 20%
greater than the combined populations of seven of the eight
Organized borou?,hs formed under the 1963 Mandatory Bar-
ough Act at the time of incorporation.

2 US Department of

Commerce, Bureau
of Economic Analy-
ss, Personal Income
and Per Capita
Personal [ncame by
County,

\icske (printed from
the Internet at http://
www.bea.doc.aov/
bea/reaionall/reis/
sEb/svy...gk.htrn)

Per capita employ-
ment figures were
extrapolated from
data published by
Alaska Department
of Labor and
Workforce Develop-
ment (ADLWD).
Employment data
from 1998 Employ-
ment & Earnings
Summary Report,
ADLWD, February
2000; population
data from ADLWD
website at http://
www.labor.state.ak.us/
research/pop/
ca2.htm~)

Ibid.

Source: Alaska
Department of Labor
and Workforce
Development. Labor
Force bx Region and
Census Area, printed
from the Internet at
http://
www.laborsfate.ak.us/
news/newsOl -06.htm

Alaska Department
of Community and
Regional Affairs.
Sgnops,Ls of Borough
Feaslhility Studies

Footnote continued on next
page
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Condéjncéed During
Copper River Basin,
Lower Yukon Region,
Delta Greel ,Regéon,
Northwest BristorBay
Region, Denall
Regjion, Southwest
Regmn/DHIIngham
Area, Chatham
Region, Yukon-
Kayukuk Region,
Prihce Wiliam Sound
Region, and Western
AleUtians Region,
September 1989.

52.702 of the 82,809
residents In the
unorganized bor-
ough live outside
home rule and first
class cities (1999
population data
from the Alaska
Department of
Community and
Economic Develop-
ment).
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* More than one-third of Alaska's o[]ganized borough govem-
ments have successfullgoperate with fewer than 2,500
residents. One horough has fewer than 750 residents.

« Education, the most important service offered by boroughs,
has Iong been under |ocal control inall areas, of the unrga-
nized borough t_hrough REAAs and city schoal districts. Edu-
cation isoné of just three services required of horoughs.

Conclusion. _Slqnlﬁcant distinctions exist with regard to the deliv-
ery of essential Tocal services for Alaskans in b_orouPhs VIS-a-VIS,
Alaskans in unorganized areas. Those distinctions fack an equi-
table basis in terms of the most fundamental criteria - financial
and human capacity. Some unorganized areas appear to have
financial and human resource? that are superior to such re-
sources.in areas that were earlier compelled to form boroughs..
These discrepancies run counter to Article |, Section 1of Alaska's
Constitution and to the intent of the framers of Alaska's Constitu-
tion regarding the formation of organized boroughs.

The reform proposed bty) the Local Boundary Commission would
estaplish an equitable basis for deciding, on the merits and ac-
cording to standards now. in law, whichareas of Alaska might be
Includéd within new or existing organized boroughs.

B. There is a lack of local responsibility for education and
platting services in most of the unorganized borough.

Residents of the unorganized borough outside home rule and first
class cities have no obligation under State law to support funda-
mental services such as public education and platting. (See
Appendix A-4.) Residents of those areas comg}rlse two-thirds of
the populatiod of the unorganized borough. The number of
people living in the unorganized borou%h qutside of home rule
and first class cities is nearIK e(t\uwalent [0 the population of the .
Matanuska-Susitna Borough, Alaska's third most populous munici-
pal government.Z

A 1991 study of Alaska's education foundation fundin% formula
raised fundamental publl_c_loollcy concerns stemming ‘from the
absence of local responsibility:

Another serious drawback with full state funding isthat it provides no in-
centive for schools to reduce costs when they can do so without reduc-
ing the quality of education. Local taxpayers elect local school boards,
mayors, and assembly members who make decisions about school bud-
gets. If local taxpayers pay the same minimum amount for education
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regardlessof the size m

of their school “Another serious drawback with full
district's budget- as “ state funding is that it provides no
isthe case with the incentive for schools to reduce costs

quleS’locafeffo®; whe" ,heVcan d° 50 wi,hout reduc*
provisions - mere Is g In3 ,he quality °<education.” - institute
no incentive for y of Social and Economic Research, University of

schools to reduce || Alaska
costsb

In contrast to residents of regional educational attendance
areas, all other Alaskans are"legally obliged to provide financial
support for local public education. Thus, Alaskans living inthe
state's sixteen organized boroughs and eighteen of thé ninety-six
city governments in the unorqamzed borough have financial
responsibility for oPeranon of ocal schools. “(See Appendices A-5
and 'A_6't) In Fiscal Year 2000, that ,obllqatlon amounted to ap-
proximately $144 million. The requiredlocal contributions of "
municipal School districts in effect reduce the level of education
funding that the State would otherwise be obligated to provide.
The State has chosen to bear the burden for fundamental ser-
vices In two-thirds of the unorganized borough, again, without
regard for local fiscal capacity or human resourcés. Table 1
em?hastes the lack of a ratignal basis in terms of fiscal capacit
for the disparate treatment of Alaskans. Comparisons are mad
Ineach of three reqmns of Alaska between a community that is
obligated by State’law to provide education and platting ser-
viceS and one that isnot.

COMPERISON'GF %@Q%ON%@E%M REE REGIONS OF

Characteristic Gustavus Hydaburg Tok Tanana Bethel St. Mary's

Municipal Status Unincorporated First class city Unincorporated First class city Secogi(tjyclass First class city

i Local

Responsibility tor No Yes No Yes No Yes
Schools
1999 Population 3 369 1235 0L 5741 475

Predominant 96% 87% Native 86% 76% Native ~ 60% Native ~ 82% Native
Population (1990)  Caucasian American Caucasian American American American

190 MEd'a”mFgé“rA'g $3750  $2639  $32030  $24375  $45203  $29583

1990 Employment
per 100 Residents 8 z 40 2 4 A
1990 «i.6% 21.8% 20.3% 21.8% 9.0% 19.2%

Unemployment

B Matthew Berman
and Eric Larson.
Institute of Social
and Economic
Research, University
of Alaska, Education
Equity and Taxpager
Equity: A Review of
the Alaska Public
School Foundation
Funding Program,
1991, page 89.



2 Bil Rolfzen, Alaska

Department of Com-
munity and Economic
Development. Note:
data for Fiscal Years
1970- 1979 do not
include gross business
receipts taxes shared
by the State with
municipalities. When
the gross business
receipts tax was
repealed, the Munici-
pal Assistance Pro-
gram was instituted to
replace revenues that
would otherwise be
lost for municipal
governments. Thus,
the revenues shown in
the table for Fiscal
Years 1970 - 1979 are
underreported.

Governor's Office of
Management and
Budget and the
Alaska Municipal
League, SUPI4A, page
15.
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The inequity, of the current system has been exacerhated by a
reduction of mare than 8091 qeneral financial aid from thé
State to all mummgahnes since the peak level of fundln? in Fiscal
Year 1982 Table 2depicts general financial aid to local govern-
ments In Alaska since the_iriception of the State revenue Sharing
program in Fiscal Year 1970.8

Table 2-Funding History of State Revenue Sharing and Safe Communities Programs
$100.000.000

590.000.000
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570.000.000
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8449842406248424062484
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520.000.000 m
<041)11)

SO
FY FY FY FY FY FY FY FY FV FY FYFY FV FY fY FY FY FY FVFY FY FY FY FY FV FV fY FY FY FY FY FY
70 71 72 73 74 75 70 77 70 70 6001 62 53 04 65 06 67 6069 90 01 92 03 94 B5 90 97 90 95 00 01

| Stale Revenue Sharing Cie@mntes

The State could, of course, mjg&l%e taxes on unorganized areas.
In fact, the Rrewou,s_lgn ted 1991 Task Force on Governmental
Roles took the position that “the Inequity in tax burden between
residents of municipalities and residents of the unorganized bor-
ough ishetter addressed via state fiscal Rollmes taXes, shareq
revenue programs, education foundation funding and munchJal
8rants than'by Imposing areawide government on people who
0 nat want it"® The Commission notes that there were a num-
ber of atrempts to levy taxes on unorganized areas following the
report of the Task Force. However, every attempt met intenSe
opposition from residents of unorganized areas and none was

mplemented.

na 1981 study of service deIiverY Inthe unorganized horough by
the former Alaska Department of Community and Re|g|onal
Affairs, Dr. John J. Kirlin characterized the sittation as follows:

-13-
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' ... the present system encour-
.. the present system ages dependence. Inhabitants

encourages dependence.” ofthe unorganized borough are
. encouraged to be supplicants

- Dr. John J. Kirlin . . .
and clients of service-delivery

| structures, and largely specta-
tors upon the political life of the

State. They are not citizens effectively participating in the governance of
the policy. Moreover, this system is not supportive of native cultures and
effectively requires natives to submerge or abandon traditional cultural
values in order to participate in the State's politics.3

Conclysion. Tension clearly exists hetween the circumstances
described herein and two key provisions in Alaska's Constitution.
The first isArticle |, Section 1 which provides, in relevant part, “that
all persons are equal and are entitled to equal rights, opportuni-
ties, and protection under the law; and that all persons have
corresponding obligations to the peo)PIe and to the State" | gem-_
phasis added) The'second isArticle X, Sectjon 6which provides in
reIevant_Part, The legislature shall prgvide for the performance of
services It deems necéssary or advisahle in unorganized. boroughs,
allowing for maximum local participation and reSponsibility." (em-

phasis added)

The reform proposed by the Local Boundary Commission would
extend r_es;?onsmlhty for fundamental services to those presently
unorganized areas that can afford to assume such responsibility.

C. The lack of organized boroughs has resulted in a highly
fragmented structure for the delivery of public services.

Organized boroughs are the keystones for the delivery of efficient
and effective municipal serviceS. Organized boroughs deliver
fundamental services such as education and platting onan
areawide hasis. In contrast, education services are delivered in
the uno_rgan_lzed borough ina highly fragmented manner through
a combination of service areas and cities. Consequently, al-
though the unorganized borough has just thirteen percent of
Alaska's population, it encompasses seventy percent of its school

districts.

More than one-third of the school districts in the unorganized
horough have fewer than 250 students. That figure was estab-
lished %the State as the minimum threshold fifteen years,ago for
new school districts.2 Moreover, one-third of the schiool districts in
the unorganized horough required waivers for FY 2000 from the
State Board of Education re ardln(t;t e requirement that at Jeast
6b percent of operating funds must be budgeted for instruction.

3 Alaska Department
of Community and
Regional Affairs.
Problems and
Possibilities for
Service Delivery
and Governmentin
the Alaska Uﬁorga-
nized Borough,
September 1981,

me 64.

P AS 14.12.025.



B Alaska Municipal
League, SUPra,
page 3.

3% Alaska Department
of Community and
Regional Affairs,
Supra, page 54.
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In orr%aniz,ed boroughs, citizens tend tg stream-
line municipal govemment through unitication
or consolidation. In 19/, half of the people

who lived in organlzed bornghs also I|veéi Al afh
Incity governménts. Today, the figure stands
at|usteighteen percent, AP,provaI of pend-

Ing proposals for consolidation of local gov-

ernments in Fairbanks, Ketchikan, and Haines

would reduce that figure to less than ten per- ]
70% of Alaska Sehool'Dislricts

Ce ' oxIsl In tho unorganizod horough

In contrast, more than three-quarters of unorga- ,
nized borough residents live in city governments where no regional
municipal sfructure isavailable. Her% argaln with onIY 13F%ofthe
state's population, the unorganized borough has a disproportion-
ately high number (66%) of the city governments in Alaska.

The Alaska Municipal League offered the following.characteriza-
tion of the manner inwhich services are delivered”in the unorga-

nized horough:

Local services are currently provided by the state and a patchwork of over
400 separate municipal governments, non-profit corporations, regional
school attendance areas, tribal governments, etc. Current service delivery
is neither inexpensive or efficient, due to the lack of coordinated service
delivery. Therefore, borough government would not be new and could be
less expensive and more efficient than the "system" now in place.3

Inthe revioule referenced 198 study of the unorganized bor-
ough, Dr. John J. Kirlin characterized the current structure as fol-

lows:

To assert that the present situation isa "worst ccse" scenario isnot comfort-
ing to those seeking to make this system effective, but it may well be accu-
rate. The label iswarranted as much for the incapacity for future develop-
ment of the present system or for its current dysfunctions. This system has
extremely limited capacity to develop and implement policies; it has even
less capacity to
"learn” (thatis to dis-  “To assert that the present situation is
cern preferable institu- 5 «yorst case’ scenario is not comfort—
tions and policies) and . . .

ing to those seeking to make this

to change. Moreover, ) .
the very existence of  System effective, but it may well be

this complex, jury- accurate.” - br. John J. Kirlin
rigged non-system H

provides disincentives
to change, including decreases in state and federal funding if incorpora-

tion occurs. The present system isalso apparently expensive to operate and
does not succeed in delivery of needed services to many inhabitants of the
unorganized borough. Alternative systems many not be less expensive, but
the present situation can hardly be defended as economical.3!
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Interms of the natural evqutlon of Iocal government and the
constitutional pol w% minimum numbers of local g0 mments, 3 Govermors Office of
itisnoteworthy tha the 1991 Task Force on Governmental Roles Management and

endorsed the unlflcatlon and consolidation of cities and grga- ORI
nized boroughs "wherever possible to prowde for more effiCient League, SUDI,
and cost-effective service delivery."d page 15
conclusion. The absence of organized borou%hs throughout % Northern Economics,
Alaska has Ied to a proliferation ofgovernme al and quasi- Inc., In association
governmenta orqgmzatlons In the Unorganized horough. The mental Inc.. and.
eform ro ose the Local Boundary Commission would FOR Asig,
createt e foun F\tlon to gromote gredter eff|C|enc¥ and effec- Im &gctso the 1997-
tiveness |n the delivery of ervices inthe area currently encom- i Biistol Ba
passing the unorganized borough. JF'S Ing Disasters,
une 1999, page ES

4.

D. The lack of regional government has hindered social and
economic development in unorganized areas.

Most, if not all, organized borou ssuccessfullyengage Ineco-
nomic development activities. xamp es include promotion of
the visitor mdustry in Anchorage througn bed taxes, develop-
ment of port facilities at Point Mackenzie by the Matanuska-
Susitna Borough, and support for a trans-Alaska natural gas pipe-
line by the Fairbanks North Star Borough and North Slopé Bor-

ough.

Boroughs also play a key role in economic development in rural
areas.” A study conducted last year concerning fisheries in the

Bristol Bay
«. borough governments in rural '[ﬁga!?n StrgSSEd
Alaska are often the largest employer ou h overn-
and serve as the economic engine for me%tsgln rura|
Fthe aren =~-wrtham Frmmirs; Inr Alaska are
mmnmemm
est employer

and serve as the economic engine for the area,"3The Lake and
Peninsyla Borough describes itseconomic development activi-

ties as follows:

The Borough provides a variety of planning functions related to commu-
nity and economic development. Such functions include grant writing
and management, technical assistance on local government and de-
velopment issues, general assistance in community planning, assistance
with planning for and financing capital projects, and general economic
development assistance; especially Inthe areas of fisheries and tourism.

-16-
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Moreover, boroughs cz:‘n also be effect,lvia advocates in the
Alaska Commission  promotion of public policies that benefit local economies. For
on Rural Gover- example, the Aleutians East Borough operates a Natural Re-
nance s RESHr  SOUICES De{)artment to provide residents of the Borough with

to the Governor, representation before various fishery advisory and management
June 1999, page 65, DOIeS, It also assiss in the development and implementation of

. scientific efforts and regulations regarding commercial fisheries in
Ibid., page 72. the region.

Or?,anlzed boroughs also have the legal capacity to issue bonds
to finance economic_development projects such as roads,
docks, and airports, The Aleutians East Borough has secured an
estimated $100million for capital improvements since itsincorpo-
ration in 1987, Local funds raised through the sale of bonds were
Ieve_raPed fo obtain State and Federal Tunding for a variety of
capital projects in the Aleutians East Borough.

Further, organized horoughs can also provide stable and predict-
able political environments that en_coura?e economic develop-
ment. For example, the incorporation of the Northwest Arctic

Borough was a key to opening the Red Dog zinc mine. Toda%,
the Red Dog mine provides hindreds of jobs to residents of the

Northwest Arctic Borough.

In addjtion to economic development, boroughs can provide
the IJur,lsdlctlonal bagis for addressmg S?CIa| ISSUes. F?r example,
there Isno. mechanism to provide for alconol control on a re-
gional basis in the unorganized borough. However, the law
allows voters in organiz&d boroughs to establish areawide alco-

hol controls.

The Alaska Commission on Rural Governance and Empower-
ment recognized the existence of "a range of land-based juris-
dictional isSues involving alcohol and oth&r substance abuse

control, eco-

ggmlecnt ever “The State of Alaska must invest in its
environﬁnental future by ensuring that a strong, stable,
manaoement and accountable unit of State govern—
and Io%al ment carries out rural development
governance functions.” - Alaska Commission on Rural
nnovatlonll |n Governance and Empowerment

ryral Ala?kaﬂ o "
The Rural Governance Commission also concluded that, "The

State of Alaska must invest In its future by ensuring that a strong,
stable, and accountable unit of State government carries qut
rural development functions."8 While the Local Boundary Com-
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mission does not view that statement as an endorsement for
_té%)_(r:cs)lfig?egovernment, boroughs certainly possess the character-
ISti .

conclusion. The reform proposed by the Local Boundary Com-
mission would offer |m|portant tools for economic development
and social reform in areas that today remain unorganized.

E The current system is inequitable.

The 1961 Legislature mandated that every organized boroutgh
must operafe a system of public schools. “In doing so, the State
delegated its constitutional duty for operation of'schools within
thosé horoughs to those boroughs.

Two years later, the State mandated that eight specific regions

of Alaska form boroughs. The 1963 mandateé to form borotghs
was tempered with
the promise that
organized boroutghs
would continue fo

receive the same

“No area incorporated as an orga—

nized borough shall be deprived of

state services, revenues, or assis—

tance or be otherwise penalized levels of funding as

because of incorporation.” -1963 unoraanized aréas.

Alaska Legislature and Governor Egan The M nda-

tory Borou% Act
_ _ provided that: "No

area incorporated as an organjzed borough shall be deprived of
state Services, revenues, or assistance or be otherwise penalized
because of incorporation."3

However, the commitment for equal fund_ln%_was short lived.
Requirements by the State for local contributions in support of
schools on the part of municipal school districts reduced levels of
State aid to borough school districts. Initially, the disparate treat-
ment was small in relative terms —smgle digit reductions in the
percentage of State education foundation aid. However, in
19/ foIIowmg the dramatic reduction in Stage oil r_evenue(f, the
State imposed far deeper cuts.4) Today, the financial burden of
the borouqhs' e uw?y conlribution to’local education amounts

to $135 million annuall

The local taxpayer disenchantment that prompted the recently
defeated statewide Jocal property tax cag Initiative stemmed in
Part from significant increases in.city and borough progerty taxes
0 offset previously-noted reductions in State funding for local

Section 1, Chapter
52, Session Laws of
Alaska. 1963.

A brief history of
education funding
in Alaska Is pro-
vided in Education
Equity ang Tax-
BayerEqun%: A
eview Fg)f btl' e

uolic .
School Foundation
Funding Program,
Institute of Social
and Economic
Research, University
of Alaska, 1991,
pages 26-27 and
75-76.



N Source: Laura

Walters, Research
Analyst, Alaska
Department of
Community and
Economic Develop-
ment.

AS 14.11.008 pro-
vides that a munici-
pal school disJct
with a full value per
ADM (average daily
membership of
students) ranging
from $1-$100,000
must contribute 5%
Municipal districts in
the range of
$100,001-$200,000
must contribute 10%
those ranging from
$200,001 - $600,000
must contribute 30%;
and those with a full
value per ADM in
excess of $600,000
must contribute 35%

of the cost.

Counted among
those who are
compelled to
support fundamen-
tal services are
residents of orga-
nized boroughs,
home rule cities in
the unorganized
borough, and first
class cities inthe
unorganized bor-
ough.
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governments. Concerns over taxpayer equity also likely played
role. Tahle 3helow compares increases in property taxes and
the reductions_In State revenue sharing and safe communities
funding since Fiscal Year 19864

Another example of inequity isfound in the State's grant pro-
grams for construction, renapilitation, and improvement of
Schools, Municipal school districts are required to contribute a
share of the cost of grant pro+ect_s ranging from a minimuym of
five percent to a maximum of thirty-five percent, defoendm(? on
their fiscal capacity. However, regional educational attendance
areas are required to contribute only two percent regardless, of
the fiscal capacltX of the region.  Thils, the poorest municipal
school districts in Alaska are Tequired to contribute 2% times the
level required from the most prosperous regional educational

attendance areas.2
conclusion. 1he Commission considers it significant that 8 of

Table 3 - State Revenue Sharing/Safe Communities Funding Versus Local

Property Tax Revenues

5500.000.000 Not Adjuilx! lor InlUtoo

5450,000,000 Lout Property Tex Revenues
5400.000.000
5350.000.000
5300.000.000
5250.000.000
5200.000.000
5150.000.000
5100.000.000

550.000.000

MY

every 1L0O0OAlaskans -more than one in twelve — receives fun-
damental public services at no cost, without regard to fiscal
capacity, while all others are compelled to pa¥ for the same
services. B The 1991 Task Force on Governmental Roles noted
that, "The mequm{ In tax burden hetween residents of first class

cities and general law boroughs and those residing in unorga-
nized areas isa perennial aréa of conflict in Alaska politics.

The reform proposed hy the Local Boundary Commission would
alleviate the inequity describe j herein.

-19-



LBC Policy Statement - Need (or Reform of Lows Concerning Borough Incorporation and Annexation
Conclusion.

As noted in the Introductign, m,a,nY public interest groups, local
government experts, public officials, and citizens have pointed
Out serious shortcomings over he past 40years re?ardm the
manner inwhich the borough concept has been Implemented
inAlaska. Yet, with the excéption of the 1963 Mandatory Bor-
ough Act, efforts to implement the constitutional policy promot-
Ing"formation of boroughs have been generally ineffectual. In
fact, since 1963the State has steadily regressed in terms of pro-
moting the formation of organized boroughs,

On_the 40th anniversary of the enactment of legislation intended
to implement the borotgh concept, the Commission urges

timely consideration of the reform proposed by the Local Bound-
ary Commission.

Opportunity.costs resulting from continuation of the unorganized
borough as it is presently Configured continue to mount while the
ca,oamty of Alaska to support sy_stemlc mefflmen% In its munic-
Ba govérnment framework continues to erode, The Commission
[9es the Lelglslatu,re and Governor to take action to resolve this

chronic public policy isste.
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Section 2. Proposed Legislation

BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA.

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY
Introduced:
Referred:
A BILL
FOR AN ACTENTITLED
1 “An Act relating to the determination of full and true value of taxable municipal

2 property for purposes of certain programs; and relating to incorporation of
3 second class boroughs in the unorganized borough, and to annexation of

4 portions ol the unorganized borough to boroughs and unified municipalities.”

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

6 *Section 1. AS 14.17.510(a) is amended to read:

(@) To determine the amount of required local contribution under AS

7

14.17.410(b)(2) and to aid tiie department and the legislature in planning, the
9 Department of Community and Economic Development, in consultation with
10 the assessor for each district in a city or borough, shall determine the full and
1 true value of the taxable real and personal property in each district in a city or
12 borough. If there is no local assessor or current local assessment for a city or

21

New Text Underlined [DELETED TEXTBUCKETED]



10
11
12
13
14
15
16
17
18
19
20

21

22
23
24
25
26
27

LBC Policy Statement - Need for Reform of Laws Concerning Borough Incorporation and Annexation

borough school district, then the Department of Community and Economic
Development shall make the determination of full and true value from
information available. In making the determination, the Department of
Community and Economic Development shall be guided by AS 29.45.110.
However, the full and true value of taxable real and personal nrooertv in
anv area detached shall be excluded from the determination of the full and
true nronertv value of the municipality from which the property was
detached for the two vears immediately preceding the effective date of the
detachment. In making the determination for a municipality that is a
school district or for a city that is within a borough school district, the
assessed value of property taxable under AS 43.56 shall be excluded if a
municipal tax is not levied under AS 29.45.080 in that school district. The
determination of full and true value shall be made by October 1 and sent by
certified mail, return receipt requested, on or before that date to the president of
the school board in each city or borough school district. Duplicate copies shall
be sent to the commissioner. The governing body of a city or borough that is a
school district may obtain judicial review of the determination. The superior
court may modify the determination of the Department of Community and
Economic Development only upon a finding of abuse of discretion or upon a

finding that there is no substantial evidence to support the determination.

*Sec. 2. AS 44.33 is amended by adding a new section to article 11 to read:

Sec. 44.33.830. Incorporation or annexation of unorganized areas.
(a) In addition to other methods for incorporation and annexation provided by
law, an area of the unorganized borough may be incorporated as a second
class borough or annexed to an existing borough or unified municipality under
(b) - (f) of this section. AS 44.33.814 - 44.33.828 apply to actions taken by

the commission under this section.

2.
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(b) The Department of Community anti Economic Development shall
determine which areas of the unorganized borough reasonably appear to
satisfy standards for borough incorporation or for annexation to an existing
borough or unified municipality. By September 30 of each year, the
department shall present to the Local Boundary Commission a list of those
areas that reasonable appear to satisfy standards for borough incorporation or
for annexation to an existing borough or unified municipality, together with
the department’s analysis supporting its conclusions regarding the
incorporation or annexation standards for each of the areas. By November 30
of each year, the commission shall select areas from the list provided by the
department that the commission determines may warrant incorporation or
annexation. By March 31 of the following year, the department shall prepare
a petition for borough incorporation or for annexation of each of the areas
selected by the commission. The department shall conduct at least one public
meeting in each area for the purpose of gathering information needed to
prepare the petition. The department shall provide public notice when the
petition has been prepared, make copies of the petition available, and provide
any interested person with the opportunity to submit written comments on the
petition. After considering the comments, the department may amend the
petition. The department shall file the original petition or, if amended, the

amended pelition with the commission.

(c) Upon receipt of a petition filed under (b) of this section, the Local
Boundary Commission shall hold at least one public hearing in or near the
area proposed for incorporation or annexation. Following the hearing, the
commission may amend the petition and may impose conditions on the
incorporation or annexation. If the commission determines that the
incorporation or annexation meets applicable standards under the state
constitution as well as those established by law and commission regulation,

and is in the best interests of the state, it may accept the petition. Otherwise, it

-3-
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shall reject the petition. Each incorporation or annexation approved by the

commission shall be submitted to the legislature under AS 44.33.828 and

takes effect as provided in that section.

(1) Regulations of the Local Boundary Commission filed under
authority of other provisions of law that apply to incorporation and annexation
petitions and that deal with the form and content of petitions, public notice of
the filing of petitions, service of petitions, opportunity to file responsive
briefs, amendment of petitions, notice and conduct of hearings, conduct of
decisional sessions, and reconsideration apply to the preparation and
consideration of petitions under this section to the extent they may be applied
without conflicting with this section. The Local Boundary Commission may
adopt regulations providing additional standards and procedures for

incorporations or boundary changes under this section and to carry out the

purposes of this section.

(e) When a proposal for incorporation of an area under this section
becomes effective, the Local Boundary Commission shall immediately notify
the director of elections. Waithin 30 days after notification, the director of
elections shall order an election in the area for initial borough officials. The
election shall be held under AS 29.05.120 not less than 30 nor more than 90
days after the date of the election order. The election order must specify the
dates during which nomination petitions for election of initial officials may be
filed. AS 29.05.130 - 29.05.150, 29.05.190 - 29.05.210, and AS 29.65.030

apply to boroughs incorporated under this section.

(f) When a proposal under this section for annexation of an area in the
unorganized borough becomes effective, the borough or unified municipality
to which the area is annexed shall receive an additional general grant land

entitlement equal to 10 percent of the maximum total acreage of vacant,

-4-
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unappropriated, unreserved land within the boundaries of the area annexed.
Additional general grant land entitlements under this subsection are subject to
AS 29.65.030 - 29.65.140 to the extent that those provisions can be made
applicable. The borough or unified municipality to which the area is annexed
is also entitled to an organization grant under AS 29.05.190, and, for purposes

of applying that section, the effective date of the annexation shall be treated as

though it were the date of incorporation.

-5-
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Section 3.
Sectional Analysis
Proposed LeEg|s,Iat|on for an Act
ntitled

“An Act relating to the determination of full and
true value of taxable municipal property for pur—
poses of certain programs; and relating to incor—
poration of second class boroughs in the unorga—
nized borough, and to annexation of porlions of
the unorganized borough to boroughs and unified

municipalities.”

overview. The principal purpose of the Proposed legislation isto
establish a process under which the State of Alaska will system-
atically initiate proceedings for borough incorporation and an-
nexation in portions of the unorganized borough that have the
human and financial resources nece_ssarY to support the exten-
sion of borough government. Additional K the proposed legisla-
tion would diminish certain deterrents to the extension of bor-
Qugh r%;(?vernment and add incentives for bor_ou%h mcor[t),ora-
tion and annexation. [talso resolves an inequity in education
funding that arises in rare instances where territory isdetached
from a"municipal school district.

Section 1

Under current law, if an area isdetached from an organjzed
borough, home rule city in the unorganized horough, “or first class
ity in'the unorqanlzed borough which |ssubhect t0 the 4-m|
equivalent local contribution in supPort of schools requwed by AS
14174100 (2%, that coptribution will, for two years followin
detachment, De based on property values that inciude th
detached territory The proposed legislation would eliminate

that inequity.

Provisions in Section.one also eliminate a major disincentive to
borough formation in certain regions of Alaska. In less devel-
oped_ parts of Alaska, property faxes are_not necessarily the most
?r,ac,tlca,l or preferred means of generatlng municipal revenue.
his isevidenced fy the fact that four of the last five organized
boroughs formed inAlaska do not levy property taxes. “Those
four boroughs comprise twenty-five pércent of all organized
boroughs in Alaska.

-26-



AS 14.17.410(b)(2)
provides that "the
required local
contribution of a
city or borough
school district isthe
equivalent of a four
mill tax levy on the
full and true value
of the taxable real
and personal
property inthe
district as of January
lofthe second
preceding fiscal
year, as determined
by the Department
of Community and
Economic Develop-
ment under AS
14,17.510and AS
29.45.110, notto
exceed 45 percent
of a district's basic
need for the pre-
ceding fiscal year
as determined
under (1) o f this
section." Since the
value ofthe trans-
Alaska Qil Pipeline is
so substantial, the
inclusion of portions
of the Pipeline
within an organized
borough increases
that borough's local
contribution for
schools required
under AS 14.17.410
to an extent that
the only practical
way for the borough
to meetthat re-
quirement isto levy
a property tax.
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However, current laws governing education funding effchveIY
dictate that any organized borgugh encompassing substantia

ol and gas exR orafjon, production, and p|PeI|ne transportation
properties such as the trans-Alaska Ol Pipeline must Iev?g a prop-
erty tax.44 Many residents m_unorgamzed areas along the trans-
Alaoka Ol Pipeline view the inexorable need for a property tax as
a significant disincentive to borough formation.

When a municipal government levies property taxes,on the
trans-Alaska Oil Pipeline or other oil and gas exploration, produc-
tion and pipeline transportation properties, the S\proceeds from
that tax are deducted from revenues that the State of Alaska
would otherwise receive under AS 4356.010. Thus, the State's
financial gains from including oil and ?as properties in the |ocal
required Contrigution deterniinatjons, for a municipality under AS
14.17410are offset by an equal loss in State taxes levied under
AS 4356 0n all and gas properties. Moreover, the State incurs a
net financial losswhen such municipalities invariably levy prop-
erty taxes on ol and gas properties to meet costs beyond their
required local contribUtions for schools. The certa|nt¥ of adverse
financial impacts to the State that would result from formation of
more boroughs along the Pipeline has been a long-standing
argument against borough incorporation by critics of such.

Section 1ofthe proposed legislation isintended to address the
borough disincentive and State fiscal policy.issue noted above
by eliminating provisions in law which effectively require that
boroughs encompassing the trans-Alaska Oil Pipeline levy prop-
erty taxes. MunicipalitieS would retain the option of levying .
Pro erty taxes, however, they would not be effectively required
0 o S0 as they are now. Section 1provides that if municipal
roperty taxes are_not levied within @ municipal school gistrict,
he value of any all and gas properties within the municipality
shall be excluded from the determination of that municipality's
required local contribution for schools. The provision would ap-
ply to anY home, rule.or first class city inthe unorganlzed borough
and to all municipalities within an orgamzed borgugh (1.e, the
borough and all cities within the bordugh). To takeadvantage
of Ine ‘alternative, neither a borough nor any city within that
borough could levy property taxes on oil and gas properties.

Inaddiiion to determinations of local required contnbvtuf)ns In
support of schools. Section 1applies the same principle for the
dentical reasons to other provisions,in State law concernmﬁ
municipalities. These consist of provisions relating to: (1) schoo
distiict participation under AS 14.11.008 in grant rograms for
construction, rehabilitation, and improvement of schools and
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education-related facilities; %&upplementary public school
fundln% floor under AS 1417490, and (3) determination of mil-
age rate equivalents under AS 2960030 for municipal tax re-
source equalization entitlements.

Section 2.

As noted in the overview, this section establishes a process under
which the State of Alaska will initiate proceedings for borough
Incorporation and annexation in grtlons of the"unorganize
borough that have the human and financial resources necessary
to support the extension of borough government. A detailed
analty3|s and explanation of each of the seven subsections of
Section 2follows.

Subsection (a).

This subsection Prowdes that in addition to procedures for hor-
ough incorporation and annexation in existing law, incorporation
of Second Class boroughs and annexation to existing boroughs
(including unified municipalities) may occur as outlined under
subsection (b) - (f) of Section

Additionally, subsection (a) provides that existing State laws (AS
4433814 - 44.33828) governing the Local Boundary Commission
?enerallﬁ apply.to actions taken by the commissiori under Sec-
lon 2 Those efisting laws relate to'Local _Boundar% Commission
meetings, hearings, minutes, records, notice of public hearings,
quoruny, apﬁroval of boundar¥_chan%es, expenses, hearings on
boundary changes, and effective dates of boundary changes.

Subsection (b).

This subsection requires that by September 0 of each year, the
Alaska Department of Commdnity and Economic Development
(DCED) must provide the Local Boundary Commission with a list
of areds that DCED concludes reasonably appear to satisfy
standards for borough incorporatjon or for annexation to an
existing borough or Unified municipality. DCED must also provide
itrr]1geSComm|SS|on with the department's analysis supporting list

By November 30 of each year, the Commission must select areas
from the list that the Commission determines may warrant incor-
poration or annexation.
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By March 3L of the following ¥ear, DCED must prepare a petition
for borough incorporation or for annexation of each of the areas
selected by the Commission. In the course of preparmg the
getl jons, DCED must conduct at least one public meefing in,
ach area to gather information needed to prepare the peti-

flon.

DCED must provide public notice when a ﬁetition,has been
prepared. DCED must provide copies of the petition and must
provide oP_ ortunity for'the publicto submit written comments

on the petition.

After considering written comments on the petition, DCED may
amend the petifion. DCED must then file the original petition, or
ifamended, the amended petition, with the Local Boundary

Commission.

Subsection (c).

After the Commission receives a petition, it must hold at least
one public hearing inor near the area proposed for incorpora-

flon Or annexation.

Following the hearing, the Commission may amend the petition
and may impose conditions on the incorpdration or annexation.

Ifthe Commission determines that the incorporation or annex-
ation meets applicable standards under the state constitution as
well as those established by law and commission regulation, and
Sinthe best interests of the state, it may accept thé petition.
Otherwise, it must reject the petition.

Each incorporation or annexation approved by the Commission
must be submitted to the Ieﬁlslatu_re uring the firstten days of a
reqular legislative session. The legislature then has 45 days to
review the incorporation or annexation. The incorporation or
annexation istacitly approved by the legislature unless both the
House and_ Senate adopt a concurrent fesolution rejectln% the
roposal within the 45-day review period, This is consistent with
he process set out inArticle X, Section 12of Alaska's Constitution
for municipal boundary changes recommended by the Commis-

slon.

Subsection (d).

This subsection provides that certain reﬁulations adopted by the
Local Boundary Commission apply to the preparation and con-
sideration of pétitions under Section 2as long as they do not
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conflict with Section 2 These consist of regulations dealing with
the form and content of petitions, public notice of the f,|||ngnof
petitions, service of petitions _ogportum_tx o file responsive riefs,
amendment of petitions, notice and -induct of hearings, cqn-
duct of decisional sessions, and recc  deration. These'regula-
tions are found under 6AAC 110

Subsection (d) further provides that the Commission may adopt
regulations providing additional standards and procedures for
InCorporations or boundary changes under Section 2and to
carry out the purposes of Section™2

Subsection (e).

If a proposal for incorporation of a second class borqugh re-
ceives tacit approval from the legislature, the CommisSion must
notify the State director of elections. Within 30 days, vhe director
of election must order an election in the area for initial borough
officials, The election 1. $be held under AS 29.05.120 not less
than 3 or more than Qdays after the date of the election
order. The election order miust specify the dates during which
nomination petitions for election of initial officials may e filed.

Subsection (e) provides that other general laws governing bor-
ough incorporation apply to boroughs incorporated under Sec-
tion 2 These consist of laws reIatl% to integration of special
districts and service areas (AS 2906.130); transition (AS 29.06.140);
challenge of Iegallt}/, (AS 2905.150); organization grants (AS
2906.190); organization grant fun 8A 2905,200); transitional
assistance to boroughs (AS 2006.210); and land grants (AS
29,65030).

Subsection (0.

This subsection provides two incentives for borough annexation.
Arst, it extends land %rant_s to boroughs that annex parts of the
unorganized borough. Like grants for newly incorporated bor-
oughs, the grant equals 10percent of the total acreage of va-
cant, unappropriated, unreserved land within the boundaries of
the portion of the unorgamzed borough that was annexed.

Land grants are subject to general laws governing municipal
land grants under AS 2965030 - 29,651401to the extent that
those"provisions can be made applicable.

Additionally, the borough to which an unorganized area isan-
nexed isalso entitled to an organization grant under
AS 2006190
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Time Line for Incorporation or Annexation Under Proposed Legislation

i

By September 30 DCED lists prospective borough

By November 30

1

Decernber 1

March 31

1

April 1

mid- January

4

late-March
I

late -March to
late-April

by late-July

incorporations & annexations

LBC selects proposals from DCf.D list

DCED conducts meetings in regions selected
by LBC
DCED prepares petitions

DCED provides public notice of petitions
Interested persons allowed to comment on
petitions

Based on comments DCED may amend
petitions

DCED files petitions with LBC

Notice given of LBC hearings

LBC conducts hearing in region

LBC approves, rejects, or
amends/conditions/approves petitions

LBC adopts written decisional statement for
each petition

Interested parties may seek reconsideration of
LBC decision

LBC files recommendations with Legislature

Legislature considers LBC recommendations
for 45 days
Recommendations approved unless rejected

LBC notifies Division of Elections of approved
boroughs

Division of Elections orders election for initial
borough officials

Division of Elections conducts elections for
initial borough officials
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New provision in law

New provision in law

Parallel provision in existing law
[AS 29.05.080(a)]

Parallel provision in existing law
[AS 44.33.812(a)(3)]

Existing law (3 AAC 110.450)
Existing law (3 AAC 110.480)

Existing law (3 AAC 110.540)

Existing law
[3AAC 110.440(0)]

Existing law (3 AAC 110.550)
Existing law (AS 29.05.090)
Existing law [AS 29.05.100(a)]

Existing law [3 AAC 110.570(f)]

Existing law (3 AAC 110.580)

Parallel provision in existing law
(Art. X, 8 12, Ak. Const.)
Parallel provision in existing law
(Art. X, 8 12, Ak. Const.)
Parallel provision in existing law
(Art. X, 8 12, Ak. Const.)
Existing law [AS 29.05.110(a)]

Existing law (AS 29.05.120)

Existing law (AS 29.05.120)
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Summary of Standards for Borough Incorporation in Existing Law

Standards re?arding the creation of organized borou%_hs are
provided in Alaska's Constitution, statutes, and regulations. The
standards are summarized below

e Borough incorporation isencouraged under Alaska's Consti-
tution.” (Art. X, § 1 Ak. Const.)

e All of Alaska must be djvided into boroughs (organized or,
un rgamzed) with each embracing an aea ana gogpulatlon
with Common Interests to the maximum degree possible. (Art.

X, 83 Ak. Const.)

» Alaska's Constitution favars larger boroughs in order to ayoid
the proliferation of small boroughs. (Art. X, § 1 Ak. Const.)

* Borough incorporation must be in the best interests of the
state. “(AS 29.05.106)

e Boroygh residents must be socially, cuItur%IIg and economi-
caIIX interrelated and integrated.” (AS 2005031 (3)(1);
3AAC 110045@)-())

* The population must be. Iar?e ang stable enough to support
borough government, itisformally presumed that a borough
wil have at least 1,000 permanent residents.

(AS 2005031 (a)(1); 3AAC 110080)

« Boundaries must conform generally to natural geography
and include all areas necessary fof full development of mu-
nicipal services. (AS 29.05.031(a¥(2); 3AAC 110060(3))

« Consideration must be Eg;iven to model horough boundaries
adoRted bgthe Local Boundary Commission.
(SAAC 110.060(h))

* Boundaries must conform to regional educational atten-
dance area houndaries, unlessthe Local Boundary Commis-
sion allows otherwise. (BAAC 110.060(C))

e There must be adequate human and financial resources to
provide borough services. (AS 29.06.031(a)(3); 3AAC 110.085)

* There must be adequate facilities to allow the communica-
tion and exchange necessary for the development of inte-
rated borough 8overnment. (AS 2905031(2)(4);
AAC 210045(c)-())
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| ~ Section 4.
B|o%raph|cal information About the
ocal Boundary Commission

The Commission consists of five members appointed by the
Governor for oyerlapping terms of five years. Members serve at
the pleasure of the Governor. The Chairperson is arp(g)omted fror,
the state at-large and one member isappointed from each of
Alaska's four judicial districts. Members serve without compensa-
tion. Appointments tg the Commission are made, "...on the hasis
of Interest in public aﬁaws,_g}ood Judgment, knowledge. and
ability in the tield ... and with a view'to providing diversity of
Interést and points of view in the membership."(AS 30.05060

Information about current Commissioners follows.

Kevin Waring, a resident of Anchorage, has served
on the Comimission since July He was
a&)omted ghalré)erson on July 10 1997. He was
reappointed to & new term as Chairperson effec-
tive January 31,1998, Commissioner Waring was
one of the origina] division directors of the former
Alaska Department of Community and Regional Affairs (1973-
1978), Between 1980and the spring of he operated a
planmnq/economlc? consulting firmi in Anchorage. From the
spring ot 1998 until early 2000, Commissioner Waring was em-
Rloyed as manager of physical planning for the Mdnicipality of
nchorage's Community PIannmg and Development Depart-
ment. HE has since retumed to private consultm?. M. Waring
has been active on pumerous Anchorage Schoof District policy
and pIannln%mmlttees. His current term on th” LBC expires

January 3L,

Kathleen S Wasserman, a resident of Peiican, is

the Vlce—Chalrpﬁrslon of the Commission. She

serves from Alaska's Hrst Judicial District. She was

first appointed to the Commission for an unexpired

term on September 14, 1995 She was reap-

. pointed to a new term beglnmn% January 3,

1996 Commissioner Wasserman alsp serves asthe current Mayor
of the City of Pelican. She iscurrently serves as the District 1
representative on the Alaska Municipal League Board of Direc-
ors and as Secretary/Treasurer for the Alaska Conference of
Mayors. Inthe past, Commissioner Wasserman has served as a
member of the Assembly of the City and Borough of Sitka and as
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Mayor of the CI'[% of Kasaan. Additionally, she has served as
president of the Southeast Island Regional Educational Atten-
dance Area School 3oard. CommisSioner Wasserman is elf-
%]T%%?d. Her present term on the Commission expires Janudry

N_an_cY E_Galstad serves from the Second Judicial
District. She was ar?pomted {0 th(? LBC on Seg-
tember 14 19%and reappointed to a new term
effective January 31, 1999 Formerly Special Assis:
tant to the Commissioner of the Alaska Depart-
ment of Labor, Ms. Galstad now serves as the,
Manager of the City of Kotzebue. She iscurrently Second Vice-
President of the Alaska Municipal Managers' Association. Ms,
Galstad was a member of the Alaska Safety Advisory Council for
eight years and curre_ntIY serves as Vice Chair of the Alaska
Municipal League Joint Insurance Association. She also served
as a membper 0f the State's Task Force on Education Funding in
% Ms. Galstad's current term on the LBC expires January 3L,

Allan Tesche serves from the Third Judicial District
and isa resident ofAnchora%]e He was appointed
to the LBC on July 10 1997. T April 1999, M. Te-
sche was elected to the Assembly of the Munici-
pality of Anchorage. Inthe past, Mr, Tesche has
_ served as Deputy and Assistant Municipal Attor-
ney.inAnchorage angd Borough Attorney for the Matanuska-
Susitna Borough. He isa founder and past president of the
Alaska Municipal Attorneys’ Association and served as a mem-
ber of the attorneys’ committee which cssisted the Alaska legis-
lature inthe 1985 Tevisions to the Municipal Code (AS 29). M
Tesche isa shareholder in the Anchorage law firm of Russell,
Tesche, Wagg, Cooper & Gahbert, PC.” Mr. Tesche's term on the

Commission &xpires January 31, 2002

Ardith Lynch serves from the Fourth Judicial District
PP and lives inthe greater Fairbanks area, She was

ap#omted to the LBC on December 21, 1999 M.
y Ta Lynch isthe Borough Attorney for the Fairbanks
F -t North Star Borough. She has also worked for the
5 - State of Alaska &s an Assistant Attorney General
and as Deput¥] Director of the Child Support Enforcement Divi-
sion. Ms. Lynch has served gn the Board of Governors of the
Alaska Bar Association and isa past president of the Alaska
Municipal Attoreys' Assaciation. Her term on the Commission
expires December 21, 2004
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Shaded areas identify
seven regions in the
unorganized borough with
1998 per capita personal
income higher than those
in the Matanuska-Susitna
Borough and the Lake &

Afouiiaiifriffeii

1998 Per Capita Personal Income

(Source: U.S. Commerce Department, Bureau of Economic Analysis)

| ) 1998 Per Capita

| Borough or Census Area . Personal Income
Bristol Bav Borough $43,439
Cilv and Borough of Juneau $33,516
Municipality of Anchorage $32,659
Denali Borough $32,152
Ketchikan Gateway Borough $31,803
Haines Borough $30,059
North Slope Borough $29,271
City and 3orough of Sitka $28,480
Aleutians West Census Area $28,356
Valdez-Cordova Census Area $28,256
City and Borough of Yakutat $27,352
Wrangell-Petersburo Census Area $25,983
Fairbanks North Star Borough $25,341
Kenai Peninsula Borough $25,120
Dillingham Census Area $25,046
Skagwav-Hoonah-Angoon Census Area $24,086
Kodiak Island Borough $24,166
Aleutians East Borough $24,069
Southeast Fairbanks Census Area $21,614
Northwest Arctic Borough $20,700
Nome Census Area $20,508
Matanuska-Susitna Borough $18,752
Lake and Peninsula Borough $18,419
Prince of Wales - Outer Ketchikan Census $18,278
Yukon-Kovukuk Census Area $18,005
Bethel Census Area $17,524
Wade Hampton Census Area $12,684

Al



Shaded areas identify three
regions in the unorganized
borough with 1998 local
employment per 1,000
residents higher than those
in eight organized boroughs

*\ ¢ Aleulianr.Wfisi

1998 Local Employment in Alaska

(Source: Alaska Department of Labor and Workforce Development)
(employment per 1,000 residents extrapolated by DCED)

S 0 Employment m
pp Total 1998  y.K Per 1,000 *

-Borough or Census Area* VWV :Employment ~ Population ~  Residents
North Slope Borough 8,515 7,268 1,171.6
Denali Borough 1.732 1,868 927.2
Bristol Bav Borough 1,070 1,291 828.8
Aleutians East Borough 1,725 2,145 804.2
Aleutians West Census Area 3,439 5,316 643.3
Juneau Borough 16,460 30,021 548.3
Yakutat Borough 422 775 544.5
Ketchikan Gateway Borough 7.025 14,143 496.7
Anchoraqe, Municipality of 126,776 257,260 492.8
Dillingham Census Area 2,307 4,686 492.3
Valdez-Cordova Census Area 4,763 10.274 463.6
Sitka Borough 3,875 8,722 444.3
Kodiak Island Borough 5,737 13.716 418.3
Skaqwav-Hoonah-Angoon Census Area 1,521 3,642 417.6
Northwest Arctic Borough 2.735 6.817 401.2
Fairbanks North Star Borough 32,336 83.045 389.4
Haines Borough 933 2.461 379.1
Nome Census Area 3,525 9.341 377.4
Bethel Census Area 5,880 15,935 369.0
Lake and Peninsula Borough 662 1,842 359.4
Wranqell-Petersburg Census Area 2.543 7,165 354.9
Kengi Peninsula Borough 16.586 48,532 341.8
Prince of Wales-Outer Ketchikan Census 2,201 6,830 322.3
Yukon-Koyukuk Census Area 2,001 6.411 3121
Wade Hampton Census Area 1,941 7,044 275.6
Southeast Fairbanks Census Area 1.634 6.349 257.4
Matanuska-Susitna Borough 11,368 54,153 209.9



Shaded areas identify three
regions in the unorganized
borough with 1998 per capita
earnings from local employment

higher than those in ten
organized horoughs

1998 Per Capita Earnings from Local Employment

(Source: Alaska Department of Labor and Workforce Development)

(employment per 1,000 residents extrapolated by DCED)

* Region
Ve 9

North Slope Borough

Nome Census Area

Denali Borough

Bristol Bay Borough

Aleutians West Census Area
Aleutians East Borough

Juneau Borough

Anchorage, Municipality of
Valdez-Cordova Census Area
Yakutat Borough

Ketchikan Gateway Borough
Northwest Arctic Borough
Dillingham Census Area

Sitka Borough

Fairbanks North Star Borough
Kodiak Island Borough
Skagway-Hoonah-Angoon Census Area
Kenai Peninsula Borough
Wrangell-Petersburg Census Area
Haines Borough

Bethel Census Area

Prince of Wales-Outer Ketchikan Census Area
Yukon-Koyukuk Census Area
Lake and Peninsula Borough
Southeast Fairbanks Census Area
Matanuska-Susitna Borough

Wade Hampton Census Area

o ! . Vv »
1998 Eamirtgs

$520,522,220
$97,044,435
$55,286,386
$32,431,012
$108,882,321
$41,027,273
$531,813,449
$4,487,741,618
$177,367,744
$12,342,015
$225,062,306
$106,716,798
$62,319,552
$107,681,583
$993,377,321
$156,034,213
$38,853,608
$498,373,187
$70,592,857
$22,964,855
$145,680,722
$62,291,076
$54,484,780
$13,525,967
$45,337,691
$311,684,727
$34,879,176

A-3

1998PopulaUQfi. a

7,268
2,461
1,868
1,291
5,346
2,145
30,021
257,260
10,274
775
14,143
6,817
4,686
8,722
83,045
13,716
3,642
48,532
7,165
2,461
15,935
6,830
6,411
1,842
6,349
54,153
7,044

.71998 Per Capita
.Earnings

$71,618
$39,433
$29,597
$25,121
$20,367
$19,127
$17,715
$17,444
$17,264
$15,925
$15,913
$15,655
$13,299
$12,346
$11,962
$11,376
$10,668
$10,269
$9,852
$9,332
$9,142
$9,120
$8,499
$7,343
$7,141
$5 756
$4,952
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11
12.
13.
14.
15.
16.
17.
18.

9. Yupiit REAA

mHK59BHH

. v District

Alaska Gateway REAA
Aleutian Region REAA

Annette Island REAA

Bering Strait REAA
Chatham REAA

Chugach REAA

Copper River REAA
Del'a/Greely REAA
Iditarod Area REAA
Kashunimuit REAA

Kuspuk REAA

m

yr

Lower Kuskokwim REAA

Lower Yukon REAA

Pribilof REAA

Southeast Island REAA

Southwest Region REAA

Yukon Flats REAA
Yukon/Koyukuk REAA

1999 v

480
79
374
1864
248
166
745
1107
594
300
497
3687
1946
160
298
745
382
556
402

FY. 1999 Audited
.-Enroliment. "Expenditures.

$5,191,833
$1,318,555
$4,268,456
$25,248,054
$2,988,420
$1,997,541
$5,888,245
$7,004,552
$7,130,288
$3,004,401
$6,777,351
$45,218,520
$20,431,861
$2,164,574
$3,644,951
$10,388,823
$6,518,032
$8,182,436
$6,048,746

Regional Educational
Attendance Areas

(excludes 18 home rule and first class cities in the
unorganized borough)

(Based on information from the

Alaska Department of Education and Early Development)

||vf‘|P

Expendltures per
Student-All-
Expenditures

$10,816.32
$16,690.57
$11,412.98
$13,545.09
$12,050.08
$12,033.38

$7,903.68

$6,327.51
$12,003.85
$10,014.67
$13,636.52
$12,264.31
$10,499.41
$13,528.59
$12,231.38
$13,944.73
$17,062.91
$14,716.61
$15,046.63

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

BBBSSBB

; Required
Local Effort Contributions

- Voluntary V.
FY1999- * Additional FY. Expendltures per Student -

1999 State & Federal Funding

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

Only .

$10,816.32
$16,690.57
$11,412.98
$13,545.09
$12,050.08
$12,033.38

$7,903.68

$6,327.51
$12,003.85
$10,014.67
$13,636.52
$12,264.31
$10,499.41
$13,528.59
$12,231.38
$13,944.73
$17,062.91
$14,716.61
$15,046.63

"Vv'H$11,853J43'a ;

Ny



SR

* *x
District ;

Aleutians East

Anchorage

Bristol Bay

Denali

Fairbanks North Star

Haines

Juneau

Kenai Peninsula

Ketciiikan Gateway

Kodiak Island

Lake and Peninsula

Matanuska-Susitna

North Slope

Northwest Arctic

Sitka

IYakutat

- L]

Vire

KR VAT .|\|1

1999

Emollment

362
49,382
308
329
15,999
425
5,699
10,225
2,643
2,817
491
12,735
2,131
2,192
1,746
159

KB

FY 1999 Audited*
Expenditures.

$5,213,401
$293,650,692
$3,051,117
$3,899,941
$107,381,962
$3,468,985
$37,041,180
$73,237,898
$17,437,478
$22,916,263
$11,109,637
$84,155,364
$41,270,164
$25,844,110
$11,265,994
$1,998,427

Borough School
Districts

(Based on information from the
Alaska Department of Education and Early Development)

Ketchikan Gateway

*

}s LX)

Expgpdituras per-..
Student- "

-All Expenditures '.

mV_

$14,402
$5,947
$9,906
$11,854
$6,712
$8,162
$6,500
$7,163
$6,598
$8,135
$22,627
$6,608
$19,367
$11,790
$6,452
$12,569

rumMnrivinmvT Trn*

.Required Lpcal
Effort J

$365,761
$55,828,890
$860,657
$459,758
$17,106,689
$674,832
$9,380,326
$15,751,444
$4,552,513
$3,588,780
$268,776
$9,922,903
$8,791,243
$1,484,493
$2,500,230
$144,356

REKKISS

msnsii

1999

Contribiffions , Federal Funding Only

$471,992
$38,573,995
$513,424
$639,427
$13,584,091
$477,824
$6,445,574
$13,725,341
$3,154,676
$2,909,130
$955,761
$13,917,154
$15,045,224
$1,010,427
$1,836,746
$309,404

1

y

::E xpendltures per
1 student * State &

$12,087
$4,035
$5,445
$8,513
$4,793
$5,450
$3,723
$4,280
$3,682
$5,828
$20,133
$4,736
$8,181
$10,652
$3,969



City School
Districts

(Based on information from the
Alaska Department of Education and Early Development)

Hydaburg
Jo X per
sM>eV; ¢y ERVERY.Y
e A | Expenditures per. ' Voluntary, Expend|tures per Student
> fv FY 1999 Auditedj  Student- Air .* FY 1999 Required Additional FY 1999 * State & Federal Funding

w 1 1999 Enroliment  Expenditures’ Expenditures K! . (Local Effort . Contributions 2ny

City of Cordova 487 $4,264,523 $8,757 $674,300 $727,745 $5,877
City of Craig 420 $3,203,099 $7,626 $367,686 $263,045 $6,125
City of Dillingham 564 $5,658,301 $10,032 $608,522 $398,330 $8,247
City of Galena 3,725 $16,261,344 $4,365 $70,412 $789,971 $4,134
City of Hoonah 236 $3,212,497 $13,612 $98,904 $426,866 $11,384
City of Hydaburg 108 $1,768,547 $16,375 $23,809 $8,254 $16,079
City of Kake 166 $2,115,154 $12,742 $69,431 $160,254 $11,358
City of Klawock 203 $2,207,758 $10,876 $62,627 $139,151 $9,882
City of Nenana 1,005 $2,670,749 $2,657 $66,968 $20,013 $2,571
City of Nome 774 $6,845,554 $8,844 $626,146 $588,874 $7,275
City of Pelican 36 $626,209 $17,395 $53,374 $3,761 $15,808
City of Petersburg 701 $5,138,950 $7,331 $947,600 $714,047 $4,960
City of Saint Mary's 133 $1,637,104 $12,309 $17,993 $23,751 $11,995
City of Skagway 133 $1,484,376 $11,161 $525,021 $131,689 $6,223
City of Tanana 93 $1,813,330 $19,498 $23,286 $62,869 $18,572
City of Unalaska 392 $3,783,913 $9,653 $1,421,769 $345,752 $5,144
City of Valdez 868 $8,044,695 $9,268 $2,616,877 $1,439,010 $4,595
City of Wranyell 505 $3,897,032 $7,717 $651,476 $750,914__ $4,940
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