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Department of Law

Hon..David G. Hoffman March 1. 1989
Commissioner
Department of Community &

Regional Affairs

. 5-3600
SUBECT:  Municipal taxation of oil
and gas production prop-
erty in annexed territory
orie L, Odland
tant Attorney General
Governmental Affairs-Juneau
At the request of the Senate Finance Committee, you
have asked for this office's opinion with re?ard to a munrcrp
ity's statutory authority and duty to tax oil and gas production
property (AS 43,56 propérty) that” is annexed to thé municipality
after the statutorily prescrrbed January 1 property assessment
deadline, but before a munic palrty finalizes |ts tax roll, Fur-
ther, if a munrcrpalrt}/ has the Statutory authority or duty to
tax such property, what is the impact on the state"s revenue on
the AS 43.56 property for the tax year in which the annexation
occurs.
In brief, it is the opinion of this office that AS
43.56 property annexed to a municipality at the time noted. above
Is taxable under AS 29.45.080 and the tax paid to the municipal-
ity will be a credit against that oil company's corporate state
tax for that year under AS 43.56.010(d). 1/
|, FACTS
This opinion request concerns proposed annexatron 0f
land to the Fairbanks North Star Borough. FD erty to be
annexed'is predominantly AS 43.56 property. The air anks North
Star Borough is a general law borough and "has legislative powers
conferred Dby law."” AS 29.04.020. “The Farb nks North Star Bp
ough's poweérs are therefore Iymited to the powers specifically
granted by the legislature and our drscussron here will be lim™-
ited to general law boroughs.

provides in pertinent part:

d)

tax Raid f0 . a mun orpalrty und
045 or before June 30 of the
st the tax levied under (a) 0f
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|1, ASSESSMENT OF AS 43.56 PROPERTY

Oil and ?as production property is assessed at_its full
and true value by the state Department of Revenue as of January 1
*of the assessment year, This property is not assessed by a mu-
nicipality. AS 43756.060(a), 2/

. On.or before March 1 of the assessment year, an assess-
ment notice is sent to every owner of taxable AS"43.56 propert
AS 43.56.100(a). The department must send to a municipality
cogg of the notice of assessment of any taxable AS_43.5

de o { e
ea

O

ed in the municipality. AS 43.56.100(b). Thes
Ines are considered to”_be d
Yakutat v. Ayman, 654 P.2d 785 (Alaska 1982).

|f any AS 43.56 proPerty Is omitted from the assessment
department must include” the property on a supplementary

roll, the
roll. The department must use the same procédures for which the
original assessment roll is created. AS 43.56.140.
The tax levied bg the state under AS 43.56.010(a) is
payaple to the state on or before June 30 of the taxable gear_. A
municipality is allowed to tax AS 43.56 é)roperty located within
boundaries in accordance with AS 43.5 .010(b)n and AS 29.45.-

AS 29.45.080 sets out the two methods by w

0. ich a municipal-
y may calculate the tax. 3/

In
08
| t

2/ AS 43.56.060(a) provides

, (2) The department shall assess property f
levied under AS 43.5.6.010(b) and AS 29.45,080 onProperty used or
committed by contract orother agreement for use for the pipeline
transportation of gas or unrefined oil or for the production of
gas or unrefined oll at itsfull and true valueas of January 1
0f the assessment year.

3/ AS 29.45.080(b) and (c) (emphasis added) provides in pertin-
e part (b) (c) (emp ) P p
(b% A municipality may leyy and collect a
tax on the full and true valug/ of taxanble propert
taxaBIe under AS 43.56.010 — 43.58.210 ag vglue
by the Department of Revenue at a rate not to
exceed that which produces an amount of revenue
rom the total municipal property tax equivalent

or the ta
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11, MUNICIPAL TAXATION PROCEDURES

_ Article X, section 2, of the Alaska Constitution au-
thorizes the de Iegahon 0f taxmg powers to boroughs and cities.
AS 29.45.010 ad 29.45.400 enabfe boroughs and C|t|es to levy a
Property tax. |f IeV|ed It must be assessed eV|ed and col-
ected 1n accordance with the requirements of AS 2

Under AS 29.45, 110F ), a mun|C|paI|ty must assess prop-

erty at_jts full and true value as of January 1 of the assessment
year. The January 1 date indicates the date by which the "value"
0f property is determined; it is not a deadline date for which
property must be on the assessment roll.

The mun|C|paI ssor prepares an assessment roll in

asse
accordance with AS 29.45.160; however, there is no deadline es-
tablished by statute for the roll to be completd (except that it
obV|oust must be com leted before June 15 the tax year when
the rate of levy etermined by the munlcpal . “Instead,
the deadline for |na izing the asSessment role is éstablished Dy
municipal ordinance. For~the Fairbanks North Star Borough, thé
assessment roll is to be comglete by June 1 of the assessment
year. And, .under AS 29.45.220, the assessor "shall" include
pronerty omitted from the assessment roll on a supplementary
roll, using the procedures set out in AS 29.45,

I|f the annexation of terr| r){ to the Fairbanks North
|

Star Borough is not disapproved by th gsature under article
X, section™ 12, of the Alaska Co nstltut|on on or before March 5
1989, the annexation is immediately effective. on that date. [f
the annexation occurs, there is considerable time for the borough

[
to add this property to its tax rolls befor the roII Is final-
1zed and the 'tax Statements are sent. In fact, the statute
appears to impose a duty on borough officials to add this Broper-
ty to the tax rolls, in” this tax year if the annexat|on ecomes
effective. AS 29.45.220 (supplementary assessment roll).

%ear for each person residing’ within

0

c A municipali
h)the ot Pand S P
e property taxable U
210 as assessed by th

m |ev and collect a
Y
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It is our understanding that the FNSB has passed a res-
olution s_tatrn% that it does nof intend to tax the annexed prop-
erty until 1990, The authorrty to create such a tax exemption 1s
of “doubtful validity. As disCcussed earlier, a general law bor-
ough has only those powers as specified by law, Furthermore, tax
exemptions are never implied. [U]nléss the law applicable
grants or provrde_s exemptronsfrom taxatron r IS the general
rule that none ex on% %roperty esi nated orenumer-
ated in the law i xempt . Mc uillin aw o Munrcrpal
Co rporatrons §4 3, at IS % ed, r find "no
statute granting a eneral law borough the powe to exempt prop-
erty from taxation that would otherwise beadded to its assess-
ment roll in a given tax year,

Additionally, the property in qluestion,was assessed b
the De(oartment of Revenue as of Januar of this tax year,
4/ The borough can easily add it to roll and
send out the tax statement by July 1, 1989, ¥

V. CONCLUSION

If the annexation of property to the Fairbanks North
Star Borough 1is not disapproved, we bélieve the property to be
taxable this tax year. Except for the one p rvat property owner
In he terrrtory to be annexed, the AS 56 propertY was as-
sesse h the De artment of Revenue as of January 1, 1989, The
oroug as ampe time to add this property to its tax rolls due
to the hat it does not, Dby ordinance, finalize its roll
untrI June 1 1989. The borough ‘'must then send a tax statement
to the owner of the AS 43.56 property on or before July 1, 1989
The taxes paid to the municipality will be a credit against the
taxes paid to the state under AS 43.56.010(d), . Finally, absent a
statute' providing for a specific exemption, it is doubtful the
?85%ugh has the power to exempt this property from taxation until

4/ We understandtha small tract of property in the territory
to  be annexed B AStBPeG ’ groperty However,that does not

change our decision that he Rle time for the assessor to
assess Pro perty and add it to the roll before June 1, when
the borough inalize’s the roll.

5/ Even if the borough ﬂoes not send its tax statement uyntil
June 30 and tne owner 0f t 50 property pays the mynicipal
tax after JuIY 1, 1989, the owner can still apr for a refund of
taxes paid for the assessment year, under AS 4356010(dt)'
Therefore, the only question is one concerning, from which state
IS¢ aI year's budget the refund will be paid.
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Broader issues are raised here,  in part|cular Ie%al
questions relating to egquality and uniformity. have not had
time to research “these issues bt belleve that a more in-depth
analysis would substantiate the legal problems of lack of uni-
formity. We hope this answers your “questions.

MLO/pjg



MEMORANDUM

to: The Honorable Doug Eaily DATE February 27, 1989
Attorney General
State of Alaska FILE NO 477Q/JP/jp

TELEPHONE NO 465-4750

THRU: SUBJECT: Municipal Taxation of
Oil & Gas Properties
in Annexed Territory

FROM: David G.
ommissioner
Department of Community
and Regional Affairs

The Senate Finance Committee has asked for <clarification of
certain legal 1issues surrounding the taxability of oil and gas
property involved 1in the proposed Fairbanks North Star Eorough
annexation of approximately 210 square miles of area to the
northwest of the borough. The issues revolve around the
question of when the affected property may be taxed by the
municipality and when the projected fiscal impact would affect
the state®s revenues. These impacts are seen to be 1) the
reduction in state revenues from the credit oil and gas
property owners may apply to the state oil and gas property tax
for any municipal taxes paid on the property, and 2) the
increase in the municipality®"s mandatory 4 mill contribution to
the education formula based upon the 1increase 1in full and true

value resulting from the annexation. Because legislative
action on this must be taken by March 4, we request your urgent
attention to this matter. The matter will be on the House

floor February 27.

At issue 1is about $162 million of oil and gas property value in

the area proposed to be annexed. IfT the legislature does not
disapprove the annexation, it will become effective March 5,
1989. The Local Boundary Commission in 1its consideration of

the proposed annexation, and the Department®s report to the
Commission, assumed the property would not be taxed by the
municipality until January 1, 1990. This assumption was based
upon the following:

1. Municipal assessment of property 1is done as of January 1
of the tax year. Typically property subject to [local
property tax constructed during the tax year, but noc
assessed as of January 1, 1is not taxed wuntil the following
tax year. By analogy, it was reasoned that property brought
within the taxing jJurisdiction after January 1 because of
annexation would not be subject to tax because it too would
not be on the tax roll.
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The Honorable Doug Baily
February 27, 1989
Page Two

2. Similar language relating to the State®s assessment of
oil and gas property under AS 43.56 1indicates an assessment
date of this property of January 1.

3. The Fairbanks North Star Borough 1indicated that it did
not 1intend to tax the property until January 1, 1990.

However, the January 1 dates apply to assessment of the
property rather than to the 1levy of a tax on the property.
Under AS 29.45.240(b), the mill rate 1is set by June 15 and the
tax bills are sent no later than July 1, Because oil and gas
property is valued by the state in any case, and will be within
municipal boundaries well before the time tax bills are sent
out, it has been argued that the property 1is subject to
municipal tax as of March 5, 1989.

AS 43.56.010(d) provides that any municipal tax paidon oil and
gas property shall be credited against the statetax. The
state tax bill 1is sent by June 15 of each year and payment 1is
due by June 30 (AS 43.56.150(a)). However, the municipal tax
bill 1is sent on or before July 1, and payment is not due until
such time as set by the municipality, typically after July 1.
Under such a scheme, a taxpayer could conceivably pay before or
after July I, potentially affecting different state fiscal
years.

To determine when the impact in regard to the education Tfunding
takes affect, we have been advised by Department of Education
that the municipal education contribution 1in a fiscal year is
based upon the full and true value determination of the January
1 preceeding the state fiscal year by 18 months. We also have
been advised by the State Assessor that the property value 1in
the annexed territory would be 1included in the municipal full
and true value as of January 1 of the tax year 1in which the
property 1is first taxed.

Attached 1is a fiscal note prepared 1in response to the Senate
Finance Committee"s request, showing what we regard as the
various scenarios based upon the questions requiring
clarification.

Based upon the above, when may the oil and gas property within
the annexed area be taxed by the municipality and when wil.: the
State be fiscally impacted? If the borough adopted a
resolution vregarding 1its intent not to receive revenues from
the affected property until state fiscal year 1991, would this
have an effect on your opinion?
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IT you have any questions, please contact
465-4750.

Attachment

cc: Royce Weller, Assistant Commissioner
Department of Revenue

Jim

Plasman

at



LOCAL BOUNDARY COMMISSION

949 EAST36TH AVENUE. SUITE 404

ANCHORAGE. ALASKA 99508
PHONE. (907) 561-8586

January 18, 1989

The Honorable Tim Kelly
President

Alaska State Senate
P.O. Box V

Juneau, AK 99811

Dear Senator Kelly:

On behalf of the Alaska Local Boundary Commission 1 am pleased
to submit the enclosed recommendations regarding annexation of
contiguous territory to the Kodiak Island Borough and the
Fairbanks North Star Borough.

Pursuant to Article X Section 12 of the State Constitution,
AS 44 .47 .567 and AS 29.06.040, these recommendations take
effect forty-five days from the date of their receipt or at the
end of the Session, whichever 1is first, unless disapproved by a
concurrent resolution of the House and Senate.

A full report of Local Boundary Commission activities for the
calendar year 1988 shall be submitted shortly. That report
will present not only an overview of formal Commission
activities for the year, but contemporary 1issues affecting the
Commission which will be of interest to the Legislature.

Commission members will meet with House and Senate Committees

on Community and Regional Affairs to discuss our
recommendations and report. The meeting is tentatively
scheduled for January 31, 1989. As we do every year, we look

forward to meeting with Committee members again this year.

Sincerely,

Shelle~Dugan v
Acting-Chairperson



ANNEXATIONTO THE KODIAK ISLANDBOROUGH

SUMMARY OF PROPOSED ANNEXATION

0n October 14,1988, under the provisions of AS 29.06.040(b), the Kodiak Island Borough
submitted a petition forannexation ofapproximately 12,825square miles. The territory
was comprised of approximately 2,130 square miles of land and approximately 10,695
square miles of water.

On November 10,1988, voters in the adjacent Lake and PeninsulaRE A A petitioned for
the incorporation of ahome rule borough encompassing an estimated 26,675 square
miles of land and waters offshore. Nearly all of the estimated 2,130 square miles of land
and much ofthewaters sought for annexation by the Kodiak Island Borough were also
included in the area proposed for incorporation.

On December 2,3 and 4,1988, a series of public hearings were scheduled tobe held by
the Commission inthe communities ofKodiak, Iliamna, PortHeiden and Chignik Bay
concerning the proposed borough incorporation and the proposed annexation of a
portion of the same territory to the Kodiak Island Borough. Weather and technical
problems at two airports however, forced the Commission toconduct these meetings
via teleconference from Anchorage with all communities scheduled for hearings.

A decisional sessionwas held December 4,1988 in Anchorage. The four participating
Commission members voted 3 to 1 toapprove the annexation petitionwith amended
boundaries. The amended boundaries resulted in exclusion of that portion of the
Alaska Peninsula and waters offshore lying southwest of Cape Kilokak. The area
approved for annexation consists of that portion of the Alaska Peninsulawhich drains
into the mainland district of the Alaska Department of Fish and Game Kodiak Area
Salmon District (Cape Douglas to Cape Kilokak), Chirikof Island, the Semidi Islands
and the waters offshore of these lands (see Exhibit A). Much of the water area is
presently outside the boundaries of the State (and thus the potential jurisdiction of the
Borough). However, Borough officials anticipate that actions contemplated by the

federal government may extend the jurisdiction of the State and the Borough in this
area.

FINDINGS OF FACT AND CONCLUSIONS OF LAW

In arriving at its findings, the LBC has considered documents and evidence including
but not limited to, the petition for annexation, accompanying brief, the reportand rec—
ommendation of the Department, and oral testimony provided during the series of
public hearings on December 2, 3 and 4. Because of the competing nature of the
annexation petition from the Kodiak Island Borough and the borough incorporation



'LBCRECOMMENDATION TO THE FIRST SESSION
OF THE SIXTEENTH STATE LEGISLATURE

petition from the Lake and Peninsula area, the findings of factand conclusions of law
listedbe low include consideration of the competing petitionstandards aswell as other
standards for annexation and incorporation. For the sake of expediency, only those
standards satisfied by each petition are discussed. Ifthe standard isnotmentioned, it
may be assumed that itwas notmet.

I. Under competing petitions standards, it is appropriate that those lands on the
Alaska Peninsula which drain into Shelikof Strait and the Pacific Ocean from the
Kenai Peninsula Borough boundaries to Cape Kilokak and the waters offshore be
included within the Kodiak Island Borough rather than the proposed Lake and
Peninsula Borough.

a. AbilitytoServe theTerritory inQuestion

The proposed Lake and PeninsulaBorough would initiallyexercise only the powers of
education, planning and tax collection. As the need arose, the Borough could assume
other powers. The Kodiak Island Borough currently exercises (on an areawide or non-
areawide basis), the powers ofsolidwaste collectionand disposal and economic devel —
opment along with other required and discretionary powers.

The territory in question is unpopulated, therefore the need for services is greatly
limited. Both the Kodiak Island Borough and the proposed Lake and Peninsula
Borough would have the capacity toprovide the required degree of planning, land use
regulation and tax collection and assessment.

However, theKodiak IslandBorough exercises thepower ofeconomicdevelopmentby
engaging in commercial salmon enhancement activities within its boundaries. Itis
estimated that 67 salmon streams exist in that portion of the Alaska Peninsula which
drains into the Alaska Department of Fish and Game Kodiak Area Salmon District
(within the contested area). Commercial harvests of salmon, herring, bottomfish and
shrimp in thisdistrictare carried out predominantly by residents of the Kodiak Island
Borough. Itisunlikely that the Lake and Peninsula Borough would spend funds for
salmon enhancement for the principal benefitofresidentsofan adjacentborough ifthis
area were included within rtshoundaries.

Further, theKodiak IslandBorough provides solidwaste collectionand disposal within
the City of Kodiak and the area outside of all other cities in the borough. The Borough
anticipates expansion of this service as a result of recently enacted federal legislation
known asMARPOL which was effective December 31,1988.

Given the service needs relating to economic development and solid waste collection
and disposal, the Commission found that the Kodiak Island Borough would be better
able to serve that portion of the Peninsula which drains into the Kodiak Area Salmon
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District and the waters offshore.
b. Importance of theRegion to the Financial Viabilityofeach Competing Entity

The contested area offers relatively little to either municipality in revenues from the
State Business FisheriesTax. Fishprocessingmay occur on floatingbottomfish catcher/
processors, many of whom operate outside of the jurisdiction of the State. Thus the
potential for revenues toeitherborough from the State Business FisheriesTax from this
activitywou ld be limited.

The contested area isestimated by theKodiak Island Borough tohave a taxable value
of $5,110,000. That value represents approximately 1.2% of the total value of taxable
propertywithintheKodiak IslandBorough. Given the currentlevyofad valorem taxes,
the Kodiak Island Borough would generate $22,995 in revenues from the entire area
proposed for annexation. However, the portion of the area proposed for annexation
consisting of the land on the Peninsula which drains into the Kodiak Area Salmon
District isreported tobe owned almost entirely by the State and Federal governments.
Itisbelieved that the KoniagRegional Corporationowns limited oiland gas subsurface
rights in the areaaround Wide Bay. The value of those rights, ifany, isundetermined.
As such, the particular area in question has virtually no taxable value and would
provide the Kodiak Island Borough with no opportunity to generate property tax
revenues. The contested area represents an estimated 15.9% of the total property value
within the Lake and Peninsula Borough. However, that prospective borough does not
propose tolevyaproperty tax. Therefore, theareameans no lossinpo tential ad valorem
taxes to the prospective Lake and Peninsula Borough.

The potential for revenues fromamunicipal salesand use taxon commercial fishing in
the contested area ismore significant totheproposed Lake and PeninsulaBorough than
to the Kodiak Islandborough. Currently the Kodiak Island Borough leviesno sales tax.
The proposed Lake and Peninsula Borough will levy a 1% sales and use tax. Although
the precise structure of the proposed sales and use tax isunknown at this time, the tax
could be levied at the point of sale of the fishas currently implemented by at leastone
other borough in the state. The Alaska Department of Fish and Game inKodiak has
reported that the 1988 value of salmon caught for the mainland of the Kodiak Manage —
ment Area (fromCape Douglas toCape Kilokak) was $13,938,400. Noting that thiswas
anunusually large catch (30% -50% higher than theaverage poundage forthe area) with
record prices, the Department of Community and Regional Affairs conservatively
estimated the value of the annual harvest ofsalmon in the area at $6,000,000. Since the
Kodiak Island Borough levies no sales and use tax, these fish offer no sales or use tax
revenues to it However, since the Lake and Peninsula Borough will levy a 1% salesand
use tax, these salmon represent a potential $60,000 in annual revenues to the new
Borough. That amount represents 6.9% of the total local revenues for the Lake and



Peninsula Borough. However, in relative terms of total revenues (locall, state and
federal), the $60,000 amounts toonly 0.8% of the income anticipated by the Borough in
FY 92.

Inrelative terms, the territoryismore important to the financial viabilityof the Lake and
Peninsula Borough than itis to the Kodiak Island Borough. The potential revenues
generated within the area represent 6.9% of the locally generated revenues of the Lake
and PeninsulaBorough andonly 1.2% (0% inthe areawhich drains intotheKodiak Area
Salmon District) of the locally generated revenues of the Kodiak Island Borough.

However, in absolute terms the importance of the contested area to the financial
viabilityofeach of the competingentitiesismuch different. At most, therewould be an
estimated annual loss of $60,000 to the Lake and Peninsula Borough if the area were
included within the Kodiak Island Borough. The loss to the Kodiak Island Borough
would representamaximum annual loss of $22,995. The loss of such funds to either
entitywou ld not render either one infeasible. Therefore, while theCommission found
that in relative terms the area ismore important financially to the Lake and Peninsula
Borough, the level of funding involved isso small (less than 1% of the projected FY 92
budget of the Lake and Peninsula Borough) that this factor was given minimal
consideration in judging the competing interests.

c. Satisfaction of Standards for Annexation and Incorporation.

Of the many standards which apply to incorporation and annexation proposals, the
principal ones of interest here which have not yet been examined relate to the social,
cultural and economic interrelationship between the populations of each competing
entitywithin the area inquestionand how thisareaconforms to the natural geography
of the area encompassed by the competing entities.

Those lands on the Alaska Peninsula which drain into Shelikof Strait and the Pacific
Ocean ranging from the Kenai PeninsulaBorough boundaries toCape Kilokak and the
waters offshore are of vital economic importance to the residents of the Kodiak Island
Borough. As noted earlier, the waters in this area comprise the Kodiak Area Salmon
District (Mainland District). The area also includes most, but not all of the Kodiak
Shellfish District. Commercial harvests of salmon, herring, bottomfish, shrimp and
crab in these waters are carried out predominantly by residents of the Kodiak Island
Borough. Kodiak area fishermen also use the uplands for storage of fishing gear. Ifthe
areawere included within theproposed Lake and Peninsula Borough, itisunlikely that
sales and use taxes levied in the area inquestionby thatgovernment would be used to
support services and facilities available to those paying the tax in that particular area.
In other boroughs (notably the Aleutians East Borough and the Bristol Bay Borough)
those who pay taxes on fish caught in those respective regions also use the public
facilities and services located in those areas.



To divide the Shelikof Strait so the waters are located within two separate boroughs
would likelycreateproblems inthemanagement of the area. Difficulties in the enforce —
ment of municipal tax levies and the management of natural resources (particularly
commercial fishing) are likely to result.

Cultural and historical ties to the territory in question exist for the areas within the
Kodiak IslandBorough aswell as the Lake and PeninsulaBorough. Based on testimony
and documents submitted to the Commission, the strength of these ties appears tobe
equal 1fnot greater for the Kodiak Island Borough.

The area inquestion isalsomore geographically related to the Kodiak Island Borough
than to the proposed Lake and Peninsula Borough. The AleutianRange on the Alaska
Peninsula, which determines river drainage patterns, serves as a natural topographical
divider for those rivers thatdrain into Shelikof Strait. The Straitin turn unites the rivers
on Kodiak Island with these same riversasa common drainage basin.

The Commission found that the appropriate standards for annexation and incorpora—
tionsupport the inclusion into the Kodiak Island Borough of those lands on the Alaska
Peninsulawhich drain into Shelikof Straitand the PacificOcean ranging from the Kenai
Peninsula Borough boundaries toCape Kilokak and the waters offshore. Further ref—
erences to the territory considered for annexation include the territory described in this
section plus those areas proposed for annexation to the Kodiak Island Borough which
do not overlap the territory proposed for incorporation by the Lake and Peninsula
Borough.

Il. The territoryconsidered forannexation isinneed ofmunicipal serviceswhich the
Borough can provide more efficiently than another municipality or the State

As previously noted, much of the contested area is in need of planning, economic
development and solid waste collection and disposal services which can best be
provided by the Kodiak Island Borough. The facts which supported that conclusion
also support the conclusion that the entire area considered for annexation isinneed of
municipal services which the Kodiak Island Borough can provide most efficiently.

Ill.There isareasonable likelihood that future growth and development will occur
within the territory considered for annexation and that annexation of that territory
will enable the Borough toplan for and control that development

Kodiak Island Borough officials testified that there is potential for development of
mineral, oil and gas and fishing activities in the area considered for annexation. The
petitioner has observed that mineral exploration continues to take place in the area
considered for annexation. Oil and gas lease sale #114 isscheduled to be held by the




Federal government inSeptember 0f1990. Both activitieshave the potential for resource
development and attendant impact on the area considered for annexation.

The petitionerhas observed growth inthenumber ofoffshore floatingprocessors in this
area. While the actual number of fish processors will certainly fluctuate with the fish
harvest, the petitioner observes that itis likely the areawill see added growth in the use
of offshore processors since itisalso likely that larger and more varied fishharvestswill
be experienced in the future.

Finally, officials of the Kodiak Island Borough have testified that the Federal govern—
ment has prepared and carried out plans for the management of lands in the area
considered forannexationwithout regard to theirconcerns. Annexationof theareawill
allow more extensive and influential input from the borough on the use and manage —
ment of these lands.

IV. The annexation isotherwise necessary to accomplish avalid public purpose

The Kodiak Island Borough noted that the number of offshore processors, which
typically operate with self-contained out-of-state crews, has increased substantially in
recentyears. The petitionercontends that theseprocessors have attracted the fishwhich
would normally be delivered to on-shore facilities, thus denying the Borough the
proportionate amount of raw Fish tax revenues as well as itsresidents the dollars that
would normally be dispersed into the local economy. The economic welfare of the
region is thus negatively affected. Annexation of the area in questionwould mitigate
these negative effects.

V. The Kodiak Island Borough iscapable ofand willingtoextend areawide and non-
areawide services to the area considered for annexation

As indicated earlier, the need for services in the area considered for annexation is
limited. The extension of areawide and non-areawide services to this territory would
require littleexpenditure by the Borough. The Kodiak Island Borough appears willing
and capable of serving the contested area.

VI. The Kodiak Island Borough, with the addition of the area considered for
annexation, still satisfies the standards for incorporation ofaborough as required by

19AAC 10.220

A. The population within the expanded boundaries of the borough remains interre—
lated and integrated as to its social, cultural, and economic activities. The area
proposed for annexation isuninhabited. However, as noted earlier there are strong
social, cultural and economic tiesbetween the area considered for annexation and the
population of the Borough.



B. The populationwithin the expanded boundaries of the borough remains large and
stable enough to support borough government. Again, since the area considered for
annexation isuninhabited, thesizeand stabilityof theBorough®s populationwould not
be affected by the annexation.

C. The expanded boundaries of the borough still conform generally to natural geog—
raphy and include all areas necessary for full development ofmunicipal services. With
the annexation, the Borough®s boundaries would follow the natural geography of the
region.

D. The economy of the expanded borough still includes the human and financial
resources capable of providingmunicipal services. Again, because there isno popula—
tionchange, theannexationwould have no effecton thehuman resourcesof theKodiak
Island Borough. Any impact on the financial resources of the Borough would be
positive.

E. The land, water and air transportation facilitiesof the expanded borough stillal low
the communication and exchange necessary for the development of integrated bor —
ough government. This annexationwill not affect the abilityof residents of the Kodiak
Island Borough to communicate and interrelate.

LBC DECISION AND RECOMMENDATION

Based upon the findings of fact and conclusions of law summarized herein, the
proposed annexation of approximately 12,825 square miles of territory to the Kodiak
Island Borough does not, in its entirety, satisfy the applicable requirements of State
statute and regulation regarding annexation of contiguous and competing territory to
aborough. However, there isan approximate 12,343 square mile area which has been
found to satisfy these requirements.

THEREFORE, the Commission ordered the amendment of the petition to include: 1
(with respect to the area in competition involving the proposed Lake and Peninsula
Borough) only those lands on the Alaska Peninsulawhich drain into Shel ikof Straitand
the PacificOcean from the Kenai Peninsula Borough Boundaries toCape Kilokak and
thewaters offshore; and 2. allother territorysought forannexationby the Kodiak Island
Borough.

IN ACCORDANCE WITH THE PROVISIONS OF ARTICLE X, SECTION 120F THE
STATE CONSTITUTION, the Commission hereby recommends to the First Session of
the Sixteenth Legislature, theannexation of the territorydescribed herein. The resulting
boundary description of the Kodiak Island Borough reads as follows:
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BeginningatCape Douglason thewes tsideofCook InletattheNE Comer
of protracted Section 27, Township 15 South, Range 24 West, Seward Me —
ridian (S.M.); thence west to the NE Comer of protracted Section 29,
Township 15 South, Range 26 West, S.M.; thence south to the SE Comer
of protracted Section 32, Township 16 South, Range 26 West, S.M.; thence
west totheN E Corner ofprotracted Section 1, Township 17 South, Range
28 West, S.M.; thence south to the SE Corner of protracted Section 36,
Township 17 South, Range 28 West, S.M.; thence west tothe NE Comer
of protracted Section 1, Township 18 South, Range 31 West, S_M.; thence
south to the SE Comer of Section 1, Township 20 South, Range 31 West,
S.M.; thence west tothe N W Corner of protracted Section 11, Township
20 South, Range 31 West; S.M.; thence south to the SW Comer of pro—
tracted Section 23, Township 20 South, Range 31 West; S.M.; thence west
totheN W Comer of protracted Section 29, Township 20 South, Range 31
West; S.M.; thence south to the SW Comer of protracted Section 32,
Township 20 South, Range 31 West, S.M.; thence west totheN W Comer
of Section 2, Township 21 South, Range 32 West; S_M.; thence south to the
SW Comer of protracted Section 11, Township 21 South, Range 32 West,
S_M.; thence west to the N W Corner of protracted Section 18, Township
21 South, Range 32 West, S.M.; thence south to the SW Corner of pro—
tracted Section 19, Township 21 South, Range 32 West, S.M.; thence west
totheN W Comer of protracted Section 30, Township 21 South, Range 33
We -1, S.M.; thence south to the SW Corner of protracted Section 31,
Township 21 South, Range 33 West, S.M.; thence west totheN W Corner
of protracted Section 5, Township 22 South, Range 34 West, S.M.; thence
south totheSW Corner of protracted Section5, Township 22 South, Range
34 West, S.M.; thence west totheN W Comer of Section 9, Township 22
South, Range 35 West, S.M.; thence south totheSW Comer of Section 16,
Township 22 South, Range 35 West, S.M.; thence west totheN W Corner
of Section 19, Township 22 South, Range 35West, S.M.; thence south to the
SW Corner of Section30, Township 22 South, Range 35West, S.M.; thence
west totheN W Comer of Section3l, Township 22 South, Range 36 West,
S_M.; thence south tothe S W Corner of protracted Section7, Township 23
South, Range 36 West, S.M.; thence west to theN W Corner of Section 16,
Township 23 South, Range 37 West, S.M.; thence south totheSW Corner
of protracted Section 9, Township 24 South, Range 37 West, S.M.; thence
east to the SE Corner of protracted Section 10, Township 24 South, Range
37 West, S.M.; thence south to the NE Corner of protracted Section 11,
Township 25 South, Range 37 West, S.M.; thence west totheN W Corner
of protracted Section 10, Township 25 South, Range 37 West, S.M.; thence
southtotheN E Corner ofprotracted Section4,Township 27 Sou th,Range
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37 West, S.M.; thence west to the N W Corner of protracted Section 1,
Township 27 South, Range 38 West, S.M.; thence south to theNE Comer
of protracted Section 23, Township 27 South, Range 38 West, S.M.; thence
west to the N W Corner of protracted Section 21, Township 27 South,
Range 38 West, S.M.; thence south totheN E Corner ofprotracted Section
32, Township 27 South, Range 38 West, S.M.; thence west to the N W
Comer ofprotractedSection33, Township 27 South, Range 39 West, S_M.;
thence south to the NE Corner of protracted Section 20, Township 28
South, Range 39 West, S.M.; thence west to theN W Corner of protracted
Section 19, Township 28 South, Range 39 West, S.M.; thence south to the
SW Comer ofprotracted Section 31, Township 28 South, Range 39 West,
S.M.; thencewest totheN W Comer of protracted Section 3, Township 29
South, Range 40 West, S.M.; thence south to the NE Corner of protracted
Section 16, Township 29 South, Range 40 West, S.M.; thence west to the
N W Comer ofprotracted Section 14, Township 29 South, Range 41 West,
S_M.; thence south to the SW Corner of protracted Section 26, Township
29 South, Range 41 West, S.M.; thence east to the SE Corner of protracted
Section 25, Township 29 South, Range 41 West, S.M.; thence south to the
SW Comer of protracted Section 31, Township 29 South, Range 40 West,
S.M_; thence east to the SE Corner of protracted Section 31, Township 29
South, Range 40 West, S.M.; thence south to the SW Corner of protracted
Section5,Township 30 South, Range 40 West, S.M.; thencewest totheN W
Comer ofprotracted Section 12, Township 30 South, Range 41 West, S.M.;
thence south to the SW Corner of protracted Section 12, Township 30
South, Range 41 West, S.M.; thence west to theN W Corner of protracted
Section 14, Township 30 South, Range 41 West, S.M.; thence south to the
SW Comer of protracted Section 14, Township 30 South, Range 41 West,
S_M.; thence west to the N W Comer of protracted Section 22, Township
30 South, Range 41 West, S.M.; thence south to the SW Corner of pro—
tracted Section 22, Township 30 South, Range 41West, S.M.; thence west
to the NE corner of protracted Section 29, Township 30 South, Range 41
West, S.M.; thence north to the NE Corner of protracted Section 8,
Tov. 1iship30 South, Range 41 West, S.M.; thence west totheN W Comer
of protracted Section 7, Township 30 South, Range 41 West, S.M.; thence
south totheS W Corner of protracted Section7,Township 30 South, Range
41 West, S.M.; thence west to the N W Comer of protracted Section 14,
Township 30 South, Range 42 West, S.M.; thence south totheNE Comer
of protracted Section 27, Township 30 South, Range 42 West, S.M.; thence
west to the N W Corner of protracted Section 27, Township 30 South,
Range 42 West, S.M.; thence south to theN E Corner of protracted Section
33, Township 30 South, Range 42 West, S.M.; thence west to the N W
Comer ofprotracted Section33, Township 30 South, Range 42 West, S.M.;
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thence south to the N W Corner of protracted Section 9, Township 31
South, Range 42 West, S.M.; thence west to the SE Comer of protracted
Section2,Township 31 South, Range 43West, S.M.; thencenorth totheNE
Comer ofprotracted Section 2, Township 31 South, Range 43 West, S.M.;
thencewest totheN W Comer ofprotracted Sectionl,Township 31 South,
Range 44 West, S.M.; thence south to theN E Corner of protracted Section
14, Township 31 South, Range 44 West, S.M.; thence west to the N W
Comer ofprotracted Section 14, Township 31 South, Range 44 West, S.M.;
thence south to the NE Comer of protracted Section 22, Township 31
South, Range 44 West, S.M.; thence west to theN W Corner of protracted
Section 21, Township 31 South, Range 44 West, S_M.; thence south to the
NE Corner of protracted Section 5, Township 32 South, Range 44 West,
S.M.; thencewest totheN W Comer ofprotracted Section6, Township 32
South, Range 44 West, S_M.; thence south tothe NE Comer of protracted
Section 36, Township 32 South, Range 45 West, S.M.; thence west to the
NW Comer ofprotracted Section 35, Township 32 South, Range 45 West,
S_M.; thence south to the SW Corner of protracted Section 35, Township
32 South, Range 45 West, S_M.; thenceeast totheN W Corner ofprotracted
Section4,Township 33 South, Range 45West, S.M. ; thencesouthtotheNE
Comer of protracted Section 8, Township 33 South, Range 45 West, S.M.;
thence west to the N W Corner of protracted Section 12, Township 33
South, Range 46 West, S.M.; thence south tothe NE Comer of protracted
Section 26, Township 33 South, Range 46 West, S.M.; thence west to the
N W Comer ofprotracted Section 27, Township 33 South, Range 46 West,
S.M.; thence south to the NE Corner of protracted Section 16, Township
34 South, Range 46 West, S.M.; thence west to the N W Corner of pro—
tracted Section 18, Township 34 South, Range 46 West, S.M.; thence south
tothe SW Comer of protracted Section 6, Township 35 South, Range 46
West, S.M.; thence east toCape Kilokak on the PacificOcean; thence due
South to a point at 56= 45" North Latitude, 156 19" 43" West Longitude;
thence southwesterly to56< 16" 10" North Latitude, 157=07" 40" West Lon —
gitude; thence southeasterly to a point that is three geographical miles
seaward from the Pacific Coast of South Island in the Semidi Islands;
thence southeasterly to a point that is three geographical miles seaward
from the Pacific Coast of Chirikof Island; thence northeasterly to a point
that is three geographical miles seaward from the Pacific Coast of Cape
Sitkinak; thence continuing northerly alonga line that isthree geographi —
cal miles seaward from the Pacific Coast of Sitkinak, Geese, Two Headed,
Sitkalidak, Ugak, Woody, Kodiak, Spruce, Marmot, Afognak and Shuyak
Islands; thence north to the point of intersection with a point that is three
geographical miles east of the easternmost point of East Amatuli Island;
thence northeasterly to the SE Corner of protracted Section 31, Township
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12 South, Range 14 West, S.M., adjoining the southern boundary of the
Kenai Peninsula Borough; thence southwesterly continuing along said
boundary to59< 02" North Latitude, 153< West Longitude; thence south
alongsaidboundary totheN E Corner ofprotracted Section 27, Township
15 South, Range 25 West, S.M., atCape Douglas, the point of beginning.

With respect to the water areas, the boundaries of the Kodiak Island
Borough extend to the limitsoftheState"s jurisdictionunder A 544.03.010.
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ANNEXATION TO THE FAIRBANKS NORTH STARBOROUGH
SUMMARY OF PROPOSED ANNEXATION

On September 28,1988, the Fairbanks North Star Borough submitted a petition for the
annexation of approximately 216 square miles of territory (see Exhibit B). The Local
Boundary Commission conducted a hearing on thismatter in Fairbanks on November
18,1988. Because of a conflictof interest, Commission Chair, C. B. Bettisworth, abstained
from participating inany of the proceedings related to thismatter. A decisional session
was held on December 2,1988. During that meeting the Commission voted 3 to 1to
approve the petitionwithoutamendment. The dissentingCommissionmember issued
aminority opinionwhich follows the body of this recommendation.

FINDINGS OF FACT AND CONCLUSIONS OF LAW

In arriving at itsfindings, the LBC has considered documents and evidence including
but not limited to, the petition for annexation, accompanying brief, and the reportand
recommendation of the Department of Community and Regional Affairs. For the sake
of expediency, only those standards satisfied by the petition are discussed. If the
standard isnot mentioned, itmay be assumed that itwas not met.

I. Based upon the following facts, the Commission hasconcluded that the annexation
isnecessary toaccomplish avalid public purpose in satisfaction of the standard for

annexation set out in 19 AAC 10.190(a)(8).
a. AnnexationWould Enhance the Tax Base of the Borough.

The Fairbanks North Star Borough®s tax base is relatively weak. In January, 1988, the
Department of Community and Regional Affairs published a report showing that the
values of taxable property in the Borough (measured as value per student) were 14.9%
below the average of all of theexistingboroughs in the state (excluding theNorth Slope
Borough whose value isdisproportionally high).

Presently, the Fairbanks North Star Borough levies an areawide tax on real property
(personal property isexempted) of 11.178mills and an additional 1.065mills for services
outside cities (non-areawide). The areawide taxes are used to support education,
planning, taxassessmentand collection, and general administration. Initscurrent fiscal
year, approximately 73% of the areawide taxes will be spent in direct support of
educationwithin the Borough. The non-areawide taxesareused tosupportemergency
services, economic development and solid waste disposal.

The efforts of the Borough to support its local services compares favorably with the
majority of other municipalities inAlaska as demonstrated by itsmill rate equivalent.
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The mill rate equivalent of the Borough (combined areawide and non-areawide) is
greater than58% of the citiesand boroughs which received StateRevenue Sharing inthe
most recent fiscal year. The greater tax effort of the Borough can be attributed in large
measure to itsrelatively weak tax base.

The taxable territory proposed for annexation iscomprised ofan estimated 16 miles of
the Tans-Alaska Oil Pipeline and Pump Station Number 7. Annexation of this area
wou ld increase thevalue of taxable property intheBorough by anestimated $162,600,000.
This would raise the total value of taxable property of the Borough by 5.2% to
$3,292,754,477.

While the annexation would provide financial benefits to the Borough, its tax base
would still remain below the average of other boroughs. Adjusting the figures in the
Department of Community and Regional Affairs®™ 1988 report to reflect the annexation
would still leave the Borough nearly 12% below that of the average of all existing
boroughs (excluding the North Slope Borough).

b. The Annexation Represents Sound Public Policy.

In the debate regarding this proposal, attention was focussed on the policy questions
inherent in this annexation. The issues centered on the merits of an annexation which
would impose virtuallyno additional service requirements on the Borough but would
increase itsannual revenues by asmuch as$2 million. These revenueswould be gained
at the direct expense of the State since taxes levied by the Borough against the pipeline
facilities would be applied as a credit to the taxes currently levied by the State. In
response to these concerns, the Commission has concluded the following.

1 Financial Gain to the Borough isNot Excessive or Unwarranted.

With approval of the annexation, the Borough could begin taxing property in the
annexed area in 1990. At the present value and current rates of taxation the Borough
would collect $1,990,712 from the area each year. This increase in revenues, however,
would be offset substantially by a reduction in the level of funds received by the
Borough under the State Education Foundation Program beginning in 1992. Based on
the present value of the property in the area proposed for annexation, that reduction
would amount to $650,400 annually (the equivalent of a 4 mill tax on the property),
leaving a net increase of $1,340,312. While that figure remains substantial, its relative
impact to the Fairbanks North Star Borough isnot. That is, the Borough isthe second
most populous municipality in the state. Viewed in this light, the net revenues
(following the adjustment to the foundation formula) amount toonly $17.85 per capita.

At the present value and the current rates of taxation, the total revenues which would
be collected by the Borough from taxes levied on the pipeline property facilities
(existing boundaries plus area proposed for annexation) would amount to $8,585,463.

/
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The value of the pipeline propertywithin the Boroughwould, however, reduce its level
ofannual fundingunder the State Education Foundation Program by $2,805,019. Thus,
the net effectisan annual gain inrevenues 0f$5,780,444 from taxeson thepipeline. This
amounts to$76.99 per capita.

The revenue characteristics of the proposed annexation are inno sense extreme. Many
municipalities receive per capita revenues from non-local Sources unique to their area
which are equal toor greater than the net $76.99 per capita. Some examples include: the
North Slope Borough - $27,198 per capita (1987 taxes on oil and gas facilitiesunder AS
43.56); the City of Valdez - $6,649 per capita ($6,604 from 1987 taxes on oil and gas
facilitiesunder AS 43.56 and $45 from State shared raw fish taxes); City ofChignik $2,183
per capita (FY 88 State shared raw fish taxes); City of Akutan -$1,374 per capita (FY 88
State shared raw fish taxes); and the Bristol Bay Borough -$1,062 per capita (FY 88 State
shared raw fishtaxes.) Infact,more than30% of themunicipalitieswhich received State
shared raw fish taxes in FY 88 received per capita revenues of $77 or more.

2. Approval of thisAnnexation isNot Inconsistentwith the Commission”s Statementon
Borough Government in Alaska.

The Local Boundary Commission advocates a reassessment of State financial aid to
municipalities in an effort to provide for greater equity to all municipalities. The
Commission"s position on thismatter isaddressed in its Statement on Borough Govern-
ment in Alaska which was adopted on December 2,1988.

Approval of thisannexation has been viewed as being inconsistentwith the call forare—
examination of the current structure of financial aid tomunicipalities. Itisargued that
thisannexation is tantamount topiecemealassistance which exacerbates the inequities. It
has been further argued that the annexation will diminish the incentive on the part of
the Fairbanks area legislators to deal with the matter.

The Commission has rejected these arguments. This annexation isnot inconsistentwith
its Statement on Borough Government in Alaska. Inpointof fact, theCommission adopted
this statement at the same meeting that itapproved the annexation to the Fairbanks
North Star Borough.

The Fairbanks North Star Borough has a legitimate need to enhance its tax base.
Certainly this Commission would view differently an annexation proposal of this
nature by amunicipalitywhose taxbase was greater than the average ofother boroughs.
However, while theannexationenhances the taxbase of the Borough, the Borough will
continue to have a relatively weak tax base even after the annexation. As stated
previously, the Borough®s taxbase ispresently 14.9% be low the average ofother existing
boroughs. Itwill remain 12% below that average after the annexation. Thus, there will
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continue to be a strong incentive for the Borough and Fairbanks area legislators to
support the re-examination of financial aid tomunicipalities toprovide greater equity.

3. The Proposed AnnexationWould Not Diminish the Viability of a Potential Borough
in the Adjacent Region.

The territory proposed for annexation is presently located within the Yukon Flats
Regional Educational Attendance Area (REAA). At the beginning of this year, the
Department of Community and Regional Affairs reported that the Yukon FlatsREAA
had the greatest level of taxable property ofany unincorporated region of the state. The
value of taxable property in that region (measured as value per student) was reported
tobe inexcess of 5 times that of the average of all of the existing boroughs in the state
(even excluding the North Slope Borough whose value isdisproportionally high).

Adjusting the figures in that report to account for the value of the pipeline property,
approval of the areaproposed for annexationwould still leave the Yukon FlatsREAA
with a level of taxable property per student second only to the North Slope Borough.
The value of taxable propertywould remainmore than five times that of the average of
existing boroughs (again, exclusi- the North Slope Borough).

Further, the value of property in the Yukon Flats region is so great that State law (AS
29.45.090) would preclude aborough in thatregion from taxing all of the property. The
lawwould limitthe authority ofaborough there totaxno more than $311,047,897 of the
property (225% of the statewide per capitaassessed fulland truevalue multipliedby the
population of the borough). Recent estimates place the value of property in that region
at $805,000,000. Even if the subject annexation were to occur, the area would have
$642,400,000. This ismore than twice asmuch property as itcould legally taxunder the
law. Thus, mtisconcluded that the annexation would not adversely affect the viability
of a borough in the adjacent region.

4. There IsPrecedent for the Expansion of Borough Boundaries toEnhance Revenues
of a Borough.

While attempts toexpand the perimeter ofboroughs inAlaska on any basis have been
rare, there isprecedence for the type ofannexation being sought by the Fairbanks North
Star Borough. In 1974, the Commission approved an annexation of 221 square miles of
land and 96 square miles ofwater totheHaines Borough. The purpose of theannexation
appears to have been principally to enhance the revenues of that borough.

The Haines Borough was at the time, and remains today, disadvantaged by a relatively
low taxbase. The presentextent of thisdisadvantage exceeds thateven of the Fairbanks
North Star Borough. The Department ofCommunity and Regional Affairs noted in its



January/1988/ study that the full and true value of taxable property in the Haines
Borough was found tobe 35.7% below the average (again, excluding the North Slope
Borough) .

In the report of the Local Boundary Commission submitted to the 1975 legislature, the
following was noted with respect to the proposed annexation to the Haines Borough
(emphasis added):

WHEREAS, the territory sought to be annexed by the Haines Borough
meets the standards for annexation in that the territory will be subject to
futuregrowth and development and annexationwill enable the Borough
to assist in and receive benefits from that development; and

WHEREAS, annexation of the territorywould allow the Haines Borough
tomore fullymeet standards for formation of aborough in that the new
boundaries established would more closely approximate natural geogra-
phy, altering the geographical southern boundary of the Haines Borough,
an arbitrary lineextending eastand west bisecting the ChilkatPeninsula,
a natural geographic part of the Haines Borough; and

WHEREAS, the Haines Borough isbeing denied certain revenues (spe—
cifically, raw fish taxes and stumpage fees) to which it as the regional
entity responsible for governmental services, is rightfully entitled ...

With respect to the first Whereas clause, itshould be noted that the Haines Bo rough is
(and always has been) a third class borough. As such, itisnot obligated by law to
provide planning, plattingand zoning, nor does itdo soon avoluntarybasis. Therefore,
itisconcluded that the findings of the Commission concerning thepossibilityofgrowth
and development inthe areathenproposed tobe annexed totheHaines Borough cannot
be construed as satisfying the standard presently setout in 19 AAC 10.190 (a)(4). This
standard provides thatthere isareasonable likelihood thatfuture growth and development will
occur within the territory and annexation of the territon/ will enable the organized Borough to
plan for and control that development.

The need for services in the area proposed for annexation to the Haines Borough was
limited in 1974 and remains so today. The onIySGrViceS presently provided to the area
are tax assessment/collection and education. With respect to the latter, the Haines
Borough does not provide a school in the territory annexed in 1974/1975, but offers
education through correspondence. According toaBorough official, in the past there has
typically been one or more students in the area annexed in 1974/1975 who have enrolled in the
Borough's correspondence program. However, this year, all of the students in that area have
either elected to use the State correspondenceeducation program (bypassing the Borough) or have
made arrangements for private schooling.



Yet, for FY 87 the Haines Borough received $166,894 .87 in State-shared raw fish taxes.
The vastmajority of these revenues were generated in the area annexed in 1974/1975.
In fact, according to the Alaska Department of Fish and Game, 99.6% of the ex-vessel
value of fisheries landed atshore-based processors in the Haines Borough in 1987 were
landed in the area annexed in 1974/1975 ($3,915,831 of $3,930,180). The FY 87 State
shared raw fish tax revenues paid to the Haines Borough amount t0$83.82 per resident
(compared to$76.99 innetpost annexation pipeline taxes for the Fairbanks North Star
Borough). Inaddition, the 1974/1975 annexation involved an estimated 141,440 acres
of the Tongass National Forest. Consequently, the entitlement of the Haines Borough
to funds under the National Forest Receipts program was increased annually by an
estimated 50%. The average annual payment received by the Haines Borough under
the National ForestReceiptsprogram during Federal fiscal years 1982 -1986 amounted
t0$81,677, or $41.02 per capita. Together, the FY87State-shared fish taxesand the 1982-
1986 average annual National ForestReceiptsprogrampayment generated $124._84per
capita for the Haines Borough. Most of those revenues were generated as a direct
consequence of the 1974/1975 annexation.

5. Without Other Supporting Circumstances, Revenue Enhancement Alone May Not
Justify the Expansion of the Boundaries of a Borough.

The actionoftheCommission intheHainesBorough annexationwas furthersupported
by the fact that the proposed boundary change helped to perfect the boundaries of the
Haines Borough interms ofconformance tonatural geography. Prior to theannexation,
the southernboundary of the Borough was an arbitrary east*west line. The annexation
extended the southern boundary toencompass the end of the Chilkat Peninsula.

This isnot to say that the Haines Borough annexation provided optimum or perfect
boundaries for the Borough, but rather itimproved thepriorboundaries. Indeed, three
years later the Commission authorized another annexation to the Haines Borough (a
former military reservation). Even today, the Commission recognizes the existence of
an apparent need tomodify the boundaries of the Haines Borough due to the fact that
Klukwan exists as an enclave within the Borough.

In the case of the Fairbanks North Star Borough, the annexation issupported by social,
cultural and economic tiesbetween the territory proposed for annexation and the rest
of the region. The majority of the workers at Pump Station #7 are believed to be
residents of the Borough. The Pump Station is located approximately 10 miles north
of the present boundaries of the Borough. The area and the Borough are connected by
amodern highway.

- V3T -

As in the case of Haines, the Commission does not believe that the proposed post—

annexation boundaries of the Fairbanks North Star Borough are necessarilyoptimum
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or perfect boundaries. However, the proposed annexation will help to perfect the
boundariesunder two importantconsiderations. The first(froma financial standpoint)
furthers the satisfaction of the borough incorporation standard that requires the
boundaries of the borough to include all areas necessaryfor full development ofmunicigal
services and that the economy of the area includes the human and financial resources capable
of providing municipal services (AS 29.05.031(a)(2) and (3). The second furthers the
satisfactionofborough incorporationstandards interms of the social and economic ties
of the area to Fairbanks (AS 29.05.031(1)).

1. Based upon the following facts, the Commission has concluded that the post—
annexation boundaries of the Fairbanks North Star Borough still conform to the
standards for formation of aborough as required by 19 AAC 10.220.

a. The populationwithin theexpanded boundaries of the borough remains interrelated
and integrated as to itssocial, cultural, and economic activities.

The area proposed for annexation isuninhabited. However, an estimated 36 workers
areemployed atan industrial facility located in thearea. The majority of these workers
arebelieved toreside within theboundaries of the Borough. As noted previously, there
are strong social, cultural and economic tiesbetween the area proposed for annexation
and the population of the Borough.

b. The population within the expanded boundaries of the Borough remains large and
stable enough to support borough government.

Again, since the area considered for annexation isuninhabited, the size and stability of
the Borough®s population would not be affected by the annexation.

c. The expanded boundaries of the Borough still conform general ly to natural geogra—
phy and include all areas necessary for full development of municipal services.

The existingboundaries of theBorough inthe area adjacent to the territoryproposed for
annexation follow township and range lines. This annexation would simply extend
those lines twelve miles to the north and eighteen miles to the east.

In preparing the petition for the subjectannexation, several alternativeboundarieswere
considered by the Assembly of the Fairbanks North Star Borough. These ranged from
the subjectproposal approved by theCommission, toamuch larger areaencompassing
the NIStOriC iNterests of the Fairbanks region. The latter follows the Yukon River along
the north (from Tanana lying 100 miles west of the existing boundaries to the Canadian
border lying 85 miles east of the existing boundaries) and follows the Alaska Range
along the south.
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After careful consideration, the Fairbanks North Star Borough Assembly selected the
boundaries of the subject proposal. The petitioner™s representative has indicated that
itwas clear the members (ofthe Assembly) did not want to include areas ofexisting concentrated
or organized populations such as Livengood or Delta.

The Commission did not conclude that the proposed annexation would necessarily
establish optimum boundaries for the Borough. However, given the present structure for
the deliveryofregional services througnou tthe state (asdiscussed in the Commission”s
Statement on Borough Government in Alaska), the Assembly*s position toavoid populated
areas isunderstandable. Ifthe Borough had attempted toannex populated areas, op —
position to the proposal would likely have been much more formidable. Insuch an
event, the chances of success would likely have been diminished.

Thus, given the evidence before the Commission, itappears that the boundaries of the
annexation proposal are reasonable. If this region (the existing Borough and the area
proposed for annexation) were incorporating today for the first time, the Commission
wou ld find theboundaries tobe appropriate. With theannexation, theCommission has
found that the Borough®s boundaries would generally fol low the natural geography of
the region to the extent of other organized boroughs.

d. The economy of the expanded borough still includes the human and financial
resources capable of providing municipal services.

Again, because there isno population change, the annexation would have no effecton
the human resources of the Borough. With respect to financial resources, thisannexa—
tionwould obviously enhance the extent towhich the Borough meets this standard.

e. The land, water and air transportation facilities of the expanded borough still al low
the communication and exchange necessary for thedevelopment of integratedborough
government.

This annexation will not affect the ability of residents of the Fairbanks North Star
Borough tocommunicate and interrelate. Therefore, this standard isconsidered tobe
satisfied.

I1l. Based upon the following facts, the Commission has concluded that the territory
isinlimitedneed ofmunicipal serviceswhich the Fairbanks North Star Borough can
provide more efficiently than another municipality or the State. This conclusion
satisfies the standard for annexation setout in 19 AAC 10.190(a)(3).

The Fairbanks North Star Borough exercises the following powers on an areawide or
non-areawide basis: education, planning, platting, zoning, elections, assessment and
collection of taxes, emergency medical services, parks and recreation, animal control,
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libraries, air quality control, solid waste disposal, flood control (Chena River only),
economic development, and transportation.

According to the Fairbanks North Star Borough, all Six townships (216 square miles) are
either State tentative approved orare conveyed to the State. Thereappear to beabout threedozen
40 acre mining claims (and) about three orfour U.S. Surveys which would indicate homesites,
homesteads or another private interest. Assuming there were four U.S. Surveys, each
comprised of40 acres, these (alongwith themining claims) would total approximately
1,600 acres or 1.2% of the total area proposed for annexation. The area also includes the
right-of-way for the Trans-Alaska Oil Pipeline. Approximately 16 miles of the pipeline
and Pump Station Number 7 are located in this area. Together, these facilities are
estimated to have a taxable value of $162,600,000.

The Fairbanks North Star Borough testified that the area proposed for annexation is
uninhabited. However, there are an estimated 36 individuals employed at Pump
StationNumber 7. Given the characteristics of the region, the demand for services is
limited. However, ifa fire or medical emergency were to occur at the pump station
whichwould be beyond the resources of the station personnel to control, the Fairbanks
North Star Borough would provide emergency assistance.

Even though the Commission has found that there is limited need for services in this
case, the Commission notes that inclusion of uninhabited areas which have littleor no
need for services isnotuncommon inother boroughs. Boroughs are regional govern—
ments which must relyon regional resources (often found inuninhabited areas) tohelp
support the delivery of services to populated areas.

IV. Based upon the following fact, the Commission has concluded that property
owners within the territoryreceive or can be reasonably expected to receive, directly
or indirectly, the benefitofboroughgovernmentwithout commensurate property tax
contributions, whether borough services are rendered or received inside or outside
the borough. This conclusion satisfies the standard for annexationsetout in19AAC

10.190) (7).

Officials of the Fairbanks North Star Borough have testified that the Borough would
extend emergency services to the area proposed for annexation in the event of need.
However, the cost of such is insignificantwhen compared to the revenue generating
potential of the area.

V. Based upon the follwoing facts, the Commission has concluded that the Fair—
banks North Star Broough iscapable of and willing to extend areawide and non-

areawdie services to the area proposed for annexation as required by 1I9AAC
10.200.
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As indicated previously, the need for services in the area proposed for annexation is
limited. The extension of areawide and non-areawide services to this territory would
require little expenditure by the Borough. The Fairbanks North Star Borough appears
willing and capable of serving the territory proposed for annexation.

COMMISSION MINORITY
SUMMARY POSITION

The following summary of the minority position concerning the Local Boundary Com-

mission 1988 Fairbanks Annexation petition was prepared by Commissioner Cotten.

1

There is no precedent for the decision. Despite the effort to claim some
type of parallel with an unrelated annexation by Haines in the early
1970's, this effort has no precedent. No municipality has claimed addi-
tional property to the tune of $162 million and not met one standard other
than the ill-defined open-ended valid public purpose standard.

The annexation allows additional control and financial benefit with no
additional responsibility or service. The Borough takes on no new service
or responsibility but receives, to the detriment of the rest of the state, $1.3
million annually. The staff position doesn't even pretend the annexation
Is anything but a money grab.

The annexation is illogical, piecemeal and counter-productive to encour-

aging regional government in the unorganized borough. The annexation
does not follow any natural boundary and serves notice to others that a
piecemeal approach to regional government may be acceptable. More-
over, itis politically self-defeating if the Commission wishes to convince
the Legislature of needed changes to state assistance programs if itallows
the second largest community to obtain the benefits of the needed
changes without any effort.

The borough argument ofahigher thanaverage local contribution in Fair-

banks is specious and misleading. Nowhere is the issue of what services
cost in Fairbanks described or if there is a possibility that the borough
simply promised too much and politically is not brave nor competent
enough to make cuts or increase revenues from users.

36 people employed in a pump station is not a rational basis for the an-
nexation. It was argued that since the 36 people employed at the pump
station lived in Fairbanks, it was logical to have it annexed. This simply
doesn't make any sense. The 36 people represent 0.048% of the borough
population. To state that because such asmall percentage of the borough
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population works in the unorganized borough but resides inside is
Justification to annex the area issimply grasping for straws.

LBC DECISIONAND RECOMMENDATION

Based upon the findings of fact and conclusions of law summarized herein, the
proposed annexation of approximately 216 square miles of territory to the Fairbanks
North Star Borough has been found to satisfy the applicable requirements of State
statute and regulation regarding annexation of contiguous territory to a borough.

THEREFORE,ANDIN ACCORDANCE WTTHTHEPROVISIONS OF ARTICLE X, SEC-
TION 120F THE STATE CONSTITUTION, thecommission hereby recommends to the
FirstSession of the Sixteenth Legislature, the annexation of the described territory. The
resulting boundary description of the Fairbanks North Star Borough reads as follows:

Beginning at the N W Corner of Township 6 North, Range 5 West,
Fairbanks Meridian (F.M.); thence easterly along the north lineofTown —
ship6North totheNE Comer of Township 6North, Range 3West, (F-M.);
thence south along the range linetothe N W corner of Township 4 North,
Range 3 West (F.M.); thence easterly along the north line of Township 4
North to the ridge between the headwaters of the Trail and Poker Creeks;
thence northeasterly following this ridge south of Ophir and Nome
Creeks and around the headwaters of Hope and Charity Creeks; thence
southeasterly fol lowing the ridge south of the headwaters of Bachelor and
McKinley Creeks across the Steese Highway at Twelvemile Summit;
thence following the divide around the headwaters of Harrington and
Crooked Creeks; thence around the headwaters of Boulder Creek and the
North Fork of the Chena River to the summit of Far Mountain; thence
easterly along the divide around the headwaters of Lawson Creek and
Cash Creek; thence following the ridge north of the headwaters of the East
Fork of the Chena River and around the headwaters of the Salcha River;
thence southerly around the headwaters of Lost Creek to the ridge north
of the Goodpaster River; thence southwesterly along this ridge, around
theheadwaters of Indian Creek, GillisCreek and Rosa Creek and continu—
ing along the ridge between Buckeye Creek and Tenderfoot Creek across
the Richardson Highway toa point in midstream of the Tanana River;
thence downstream inmidstream of the Tanana River to its intersection
withthesouthlineofTownship7Scuth; thence weston this township line
to a point mid-stream in the Wood River; thence downstream in the
midstream of the Wood River toapointmidstream in the Tanana river;
thence north and east in midstream of the Tanana River to its point of
intersection with the west line of Range 5 West; and thence north on this
range linetotheN W Corner of Township 6 North, Range 5West, (F.M.),
the point of beginning.



EXHIBIT A
ANNEXATIONTO THE KODIAK ISLAND BOROUGH
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Area Approved by LBC for
Annexation to the Kodiak
Island Borough



EXHIBIT B
ANNEXATION TO THE FAIRBANKS NORTH STARBOROUGH

Area Approved by LBC for Annexation
to the Fairbanks North Star Borough
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January 24,1989
Dear Senator,

This package of material is for your information regarding the annexation
petition of the Fairbanks North Star Borough.

In considering our annexation I hope you keep in mind some general points
about our community. This brief synopsis of our borough's development
has precipitated this proposal.

I Formed 1964 mandatory borough act

1 Originallyfollowed election District 19 boundaries to Canada

1 Wesupport education with 60.9% ofourtotal budget

B Weprovide mandated as wellas otherservices

B Specialtax assessmentsare added in Road and Fire Service Areas
B Qurcommunity is behind this annexation

f1 DCRA prepared apositive recommendation

f1 LocalBoundary Commission voted 3 to 1 infavor o fthis annexationproposal

Juanita Helms, Mayor
Fairbanks North Star Borough

Fairbanks. Alaska 99707 907/452'4761

809 Pioneer Road P.0. Box 1267
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Special Issue/Concerns
and
Response

grhe%Fairbanks North Star Borough (FNSB) will not have to provide services to this annex

The FNSB provides the Title 29 mandated services to all of the existing Borough.
These same services are automatically extended to this area upon approval.

The FNSB has many unpopulated areas where some of our services are not presently
required but to manage growth and development these areas are included within our
boundaries.

The residents o f the FNSB will not tax themselves enough.

The FNSB has gradually increased the mil rate over the past eight years. Itis
expected, as property values drop, the mil rate will need to increase again in 1989.
(See Annexation Petition mil rate fact sheet)

Over 100 road service areas exist that self-impose over $440,000 of property taxes to
help support themselves. In addition, over $L5 million self-imposed property taxes are
levied for fire protection.

The FNSB does not provide enough school support.

The FNSB continues to increase local contribution to education and school debt
retirement, currently accounting for over 60% of the budget

This annexation will deprive the viability o f possible future boroughs.

As proven by the North West Arctic Borough, boundaries can be readjusted when a
new borough is formed. ExistingDCRA documents show itwould not be necessary
since the Doyon/Tanana Chiefs Conference borough has plenty of oil and gas related
assets. The Yukon Flats borough by itself, also could exist without the annexation
area assets.

Why should the FNSB get the estimated $13 million instead o f the State o f Alaska?

Boroughs were formed under the Mandatory Borough Act to force communities like
ours to provide state services at a local leel. By allowing the FNSB to gain this added
tax base we are able to increase and ensure services are provided without widening
the inequity gap between those of us trying to provide needed public services.

The final issue has boiled down to "how appropriate is it to provide the FNSB with this tax
base to the detriment o f the rest o f the state?".

If the FNSB were being proposed as a new borough today an evaluation of the tax
base would be required. Our tax base would naturally include the assets in this 216
square mile area. Itisgood public policy to support something that would made good
sense if thiswere being proposed as an original borough.
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The mill rate equivalent of the Borough (combined areawide and non-areawide) is
greaterthan58% of thedtiesand boroughswhich received StateRevenue Sharing inthe
most recent fiscal year. The greater tax effort of the Borough can be attributed in large
measure to itsrelatively weak tax base.

The taxable territoryproposed for annexation iscomprised of an estimated 16 miles of
the Tans-Alaska Oil Pipeline and Pump Station Number 7. Annexation of this area
wou I d increase thevalue of taxableproperty intheBorough by an estimated$162,600,000.
This would raise the total value of taxable property of the Borough by 5.2% to
$3,292,754,477.

While the annexation would provide financial benefits to the Borough, its tax base
would still remain below the average of other boroughs. Adjusting the figures in the
Department of Community and Regional Affairs™ 1988 report to reflect the annexation
would still leave the Borough nearly 12% below that of the average of all existing
boroughs (excluding the North Slope Borough).

b. The Annexation Represents Sound Public Policy.

In the debate regarding this proposal, attention was focussed on the policy questions
inherent in thisannexation. The issues centered on the merits ofan annexationwhich
would impose virtuallyno additional service requirements on the Borough butwould
increase itsannual revenuesby asmuch as$2million. These revenueswould be gained
at the direct expense of the State since taxes levied by the Borough against the pipeline
facilities would be applied as a credit to the taxes currently levied by the State. In
response to these concerns, the Commission has concluded the following.

1L Financial Gain to the Borough isNot Excessive or Unwarranted.

With approval of the annexation, the Borough could begin taxing property in the
annexed area in 1990. At the present value and current rates of taxation the Borough
would collect$1,990,712 from the area each year. This increase inrevenues, however,
would be offset substantially by a reduction in the level of funds received by the
Borough under the State Education Foundation Program beginning in 1992. Based on
the present value of the property in the area proposed for annexation, that reduction
would amount to $650,400 annually (the equivalent of a 4 mill tax on the property),
leaving a net increase of $1,340,312. While that figure remains substantial, its relative
impact to the Fairbanks North Star Borough isnot. That is, the Borough is the second
most populous municipality in the state. Viewed in this light, the net revenues
(following the adjustment to the foundation formula) amount toonly $17.85 per capita.

At the presentvalue and the current rates of taxation, the total revenues whichwould
be collected by the Borough from taxes levied on the pipeline property facilities
(existingboundaries plus areaproposed for annexation) would amount to $8,585,463.

3

-2,



continue to be a strong incentive for the Borough and Fairbanks area legislators to
support the re-examination of financial aid tomunicipalities to provide greater equity.

3. The Proposed AnnexationWould Not Diminish the Viability of a Potential Borough
iri"theAdjacent Region.

The territory proposed for annexation is presently located within the Yukon Flats
Regional Educational Attendance Area (REAA). At the beginning of this year, the
Department of Community and Regional Affairs reported that the Yukon FlatsREAA
had the greatest level of taxable property ofany unincorporated region of the state. The
value of taxable property in that region (measured as value per student) was reported
to be in excess of 5 times that of the average of all of the existingboroughs in the state
(even excluding the North Slope Borough whose value isdisproporticnally high).

Adjusting the figures in that report to account for the value of the pipeline property,
approval of the areaproposed forannexationwould still leave the Yukon FlatsREA A
with a level of taxable property per student second only to the North Slope Borough.
The value of taxable propertywould remainmore than five times thatof the average of
existing boroughs (again, exclusive of the North Slope Borough).

Further, the value of property in the Yukon Flats region isso great that State law (AS
29.45.090) would preclude aborough inthatregion from taxingall of the property. The
lawwould limitthe authority ofaborough there to taxno more than$311,047,897 of the
property (225% of the statewide per capitaassessed fulland truevalue multipliedby the
population of the borough). Recent estimates place the value of property inthatregion
at 5805,000,000. Even if the subject annexation were to occur, the area would have
5642,400,000. Thisismore than twiceasmuch property as itcould legally taxunder the
law. Thus, itisconcluded that the annexation would not adversely affect the viability
of aborough in the adjacent region.

4. There IsPrecedent for the Expansion of Borough Boundaries to Enhance Revenues
of a Borough.

While attempts toexpand the perimeter of boroughs inAlaska on any basis have been
rare, there isprecedence for the type ofannexation being sought by the FairbanksNorth
Star Borough. In 1974, theCommission approved an annexation of221 square miles of
land and 96 squaremiles ofwater totheHaines Borough. The purpose oftheannexation
appears to have been principally to enhance the revenues of thatborough.

The Haines Borough was at the time, and remains today, disadvantaged by a relatively
lowtaxbase. The presentextentof thisdisadvantage exceeds thateven of the Fairbanks
North Star Borough. The DepartmentofCommunity and Regional Affairsnoted in its
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T0: Shelly Dugan, Chairman, Local J3oundary Commission

FROM: Juanita Helms, Borough Mayoi

DATE: January 17, 1989

SUBJECT: Fairbanks North Star BoroughProposedAnnexation

t
My January 9, 1989 memorandum to the members of the Interior

Delegation expressed my concern regarding how our annexation
proposal is being inappropriately compromised.

There are assertions made in the January 3, 1989 Tanana Chiefs
Conference position paper that do not stand up to close analysis
and should not be grounds for delaying or opposing the annexation
request.

1. THE TCC STATEMENT IS NOT TIMELY AND IS NOT SUPPORTED BY
FACT.

The annexation petition was sent to the Tanana Chiefs
Conference (TCC) in September, 1988 at the same time that

it was submitted to the Department of Community and Regional
Affairs (DCRA). Therefore, there statement that this has
only recently come to their attention is factually untrue.

Moreover, on December 18, 1988, Alyeska Pipeline Service
Company requested to submit comments to the Local Boundary
Commission (LBC) and that request was denied due to the fact
that comment period on this petition had closed.

The insertion into the record of the TCC statement is, there-—
fore, contrary to previous rulings of the LBC and discriminatory
toward other parties.

2. The 1983 update of the Yukon Flats Borough study concluded:
"A first or second class borough exercising the mandatory
powers (tax assessment/collection, planning/platting/zoning,
and education) and water/sewer, electrification, solid waste

809 Pioneer Roacl P.0. Box 1267 . Fairbanks. Alaska 99707 . 907 452-4761
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Shelly Dugan

Local Boundary Commission
January 17, 1989
Page Two

and public safety powers 1is a cost-effective alternative for
residents of the Yukon Flats region." (Yukon Flats Regional
Government Study Summary, January 1983, Darbyshire & Assoc.)
Our annexation would not adversely affect that Borough, if
proposed.

3. The belief that the annexation proposal 1is contrary to Legis—
lative Resolution No. 52 is not true. A borough formation 1is
not being studied in the area we are proposing for annexation.
The Koyukuk-Yukon and Denali study areas are not immediately
adjacent to our request. In reality they are many miles away
from our request.

t

4. TCC statements regarding the viability of a TCC borough assumes

that the villages in proposed boundaries want to be 1in an

extremely large borough. Contact made by the FNSB admini tration
with Livengood, Central and Circle area residents make it clear
that they would prefer to be left alone. If they have to be

in a borough, the Fairbanks North Star Borough would be preferred
to other alternatives.

5. The TCC assertion that the FNSB does not meet statutory and
administrative requirements 1is contrary to the findings of
records of the State.

6. THE TCC STATEMENT IS BUILT AROUND A POTENTIAL HARM TO SOME—
THING THAT DOES NOT NOW AND MAY NEVER EXIST.

While the harm to a fictional borough 1is speculative and
debatable, the harm to the FNSB from a failure by the LBC to
act upon our petition is real and irreparable.

Moreover, 1if some future Borough should require detachment
to achieve feasibility, that act may occur at that time.

In conclusion, 1 believe we have a complete, accurate and viable
petition. Our petition has twice received the majority support of
the Local Boundary Commission so | respectfully request it be
forwarded to the legislature at this time. This last minute inter—
ference should not be allowed to jeopardize our efforts to provide

a viable local government.

JH/RAN
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The Honorable Shelley Dugan
Acting Chairperson

lineal -Bmmdary Cnnnnission
P.0. Box 55109

North Bole, AK 99705

.-Bear €ounnj-ssinnex J>ngan”®

1 am writing this letter in response to actions taken by the
local .Boundary Commission concerning the proposed annexation of*
territory -to .the Fa.irbanks -North .Star Borough. —dlearly, the
proposal 1is among the more complex and -controversial of those
the Commission has faced.

I commend the members of the Commission for their commitment to
their individual views on this matter and respect the different
philosophies which have emerged. I am, however, troubled by
the fact that the Commission is now 1in a position of having to
submit a recommendation to the legislature which does not enjoy
.the- support of .amajority of .the members of the Commission.

Additionally, I find it disturbing that at this point, the
matter has been decided on the basis of parliamentary
procedure, mo my. knowledge”, there has never been an instance
ewhere rfche "CDimrisEirm has -submitted a recommended boundary
-change to the legislature which has not been supported by a
majority of its members.

-1 assure you that mycomments -are i mi o way prerHp-itatm? hy 4#to
stategents rmade hy -officials of hhe 3tonana Chiefs Conference or
others. Rather, my concern stems from a desire to avoid the
establishment of what I view as an extremely poor precedent
concerning the procedures of the Commission.

Consequently, | respectfully urge the Commission to formally
reconsider its approval of the petition for annexation by the

Fai Thanks -North -Star Borough. -Should the ftmiictH nn zdesire,
-the Department 1 s -prepared dtp carefully reexamine an aspects
of -the proposed eomexation. ..Such an effort on -our part would
result in the preparation of -a supplemental report and
r-ecoru&endatibDn .on the -matter. Further, the Comraissicm could

choose to conduct additional hearings on the proposal.



Taking. .such action npnld allow the Commission 30 enter a clear

decision on the petition of the Borough. Because such a
decision would be based on the full record and would require a
majority of Commission members approval, it would dispel most,

if not all, criticism regarding procedures used to arrive at a
final decision.

A ecnnv, nf thijs letter 1is being provided to other members of the
U EEYA'L and interested parties. | would welcome the

npparr.univyiu discuss this .natter with you and other members of
e Commission at your convenience.

-Sincerely,

cc: The Honorable Jo Anderson, Member, LBC
The Honorable Lamar Cotten, Member, LBC
The Honorable Ben Nageak, Member, LBC
The Honorable Juanita Helms, Mayor, FNSB
N-Senator Johne Binkley, Alaska State Legislature
JDavid G. Hoffman, Commissioner, DCRA

Nutber, Betitloneris BepTesHnrrhatrve, JB3SSB

Hitch Bemientieff, President, TCC

Robert 1 Sheaf, Alyeska Pipeline Service Company
Hike Mallexi, TCC



commission minority

The -fallowing summary of the ~nrinority position con

cerning the

local Boundary Commission 1iJsLBB -Fairbanks ..Annexation petition

was prepared layjOnnmissionBr Cotten.

1. There 1is no precedent for the decision. Despite the
effort to clainm some type of parallel with an

unrelated annexation by Haines in the early

1970°s,

this effort has no precedent. No municipality has
claimed additional property to the tune of $162
million and not met one "standard other than the
ill-defined open-ended "valid public purpose"™ standard.

2- _The annexation allows additional control and financial
benefit with no additional responsibility or service.
The Borough takes :on no new service or responsibility

ebut r-eceiyes, .to the detriment of the rest,

of the

-state* .~1.3.. mil lion -annually. The staff position
doesn-*t even pretend the annexation 1is anything but a

mcaey grab.

.The annexation ..1s illogical, piecemeal and
counter-productive to encouraging regional government
in the wunorganized borough. The annexation does not
follow any natural boundary and serves notice to
others that a piecemeal approach to regional
government may be acceptable. Moreover, it is

politically self-defeating if the Commission wishes to

convince the Legislature of needed changes to
assistance programs if it allows the second

state

largest

cmmnunify-to..obtain the benefits cf =h» Twripri changes

wfthcenrt any -effort.

The borough argument of a higher than average

local

m-coxXTtTi.hrrt~itr.-in Fairbanks. JLs specinus -and misleading-
nowhere .is the issue .of what _services cost in
Fairbanks described or if there 1is a possibility that
the borough simply promised too much and politically
is not brave nor competent enough to make <cuts or

irarr-ease revenues fTom usexs-

36 people employed in a pump station 1is not a rational

basis for the annexation. It was argued that since
the 36 people employed at the pump station Jlived in
Fairbanks, it was Jlogical to have it annexed. This
simply doesn"t make any sense. The 36 people
represent 0.048% of the borough population. To state
...that, —because .such -a -small percentage of Thf> -borough
*population work #+n-"the rmmrganfz-ed borough hir: reside
.inside .lIs justl~Ficatitan to annex bhe .”area is simply

grasping for straws.
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CONSTITUTION.CT THE STATE OF ALASKA

e ° ° ]
APPROVED THIS DAY OF DECEMBER, 1988.

LOCAL BOUNDARY COMMISSION

BY: /S/ Shelley Dugan
E-helley JDugan
-Acting Chairperson
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Staff Writ

TheLocalBoundary Pgmjn|ssjQn
Wednesday upheld iu decision tq
recommend that tnp FqjrbgpP
North Star Borough gppex ntmP
Station 7 after learning of opwg*
tions to the plan.

Thedecision followsdapqnfml
meeting during whiph fhfl ppm
sion at one point voleq to |[d"
annexation, membep} ?R|qip |
views this morning; it

The confusion began wpen WfcP
Wallerl, an attorney njftbeTqpq
Chiefs Conference, anowpcf m
the meeting to objepttqtpe anpl
tion. However, the jpitla)’ RgbilP
comment period hdd fflrew,
closed so the commM*°n did N
permit him to speq j, accqrqipg!
Shelley Dugan,  ppmmlfISIPn
member and Nor ;p Ppfp’s' pity
clerk. o <t

Wallerisaid today he beflevpa
commission violated jts qwqg
cedural rules when ft apprftvpf

pttrTShhomlfmrpetrtro’\

Tne decision, wpjp, t
unless the Legislaturekills it
45 days after it cogyenes 4
would permit the borpugh to
216square miles qortpweat g
banks.

The land surrounds plpplfpp
Bump Station 7. Pppperty tqw>p gn
the station and pippjjne poujq fjdfj

(See ANNEX,sPage 8) |

proposaj d “land
fi]j obvious

i mon from
taft %(/etaxes
more ser-

and Regional
said the state
appeaation be-
ltpawls 15per-
cept, than the

ugp.

P igg boundary
pnstaiHty to
Jfe suggested
:pi ape higher
:awsp the gqv-

S more services,
commission took
Jptj Wpdges(Jjaywhye
io|fjew||perfoletWa}-

limissfon member Ben
fIftffPW. «t«T realizing
llbg to gll} tan petition,
fifidp jg mplpij the dec}-
m HW* NnpPak’s res-
pfippwaggppcpopsful.she



STATEMENT OF

m mM S S mmesbhz ,jsc.
.3BEFHgE THE

IDEAL BOUNDARY tCWMISSION
“STATE OF ALASKA

January 3, 1989
BY

Michael J. Wallers

-Attorney



sf£a nnrcferenraalint:.”

Jnly £ross *d 2agie. ~To datey TCC has -not teen involved in the
mnsidgrazx=4nn ~of.iJrapropnygal -bytheFaiThanftr;UurthStax Borough
(FNSB) to annex 216 square miles of land north of its present
borders. We apologize for our Jlate entry into this 1issue,
however, the FNSB"s proposal has only recently come to our
attention. The full 1impact upon the region could not have been
foreseen in light of the draft borough studies released by the
Department of Community and Regiaruil Affairs this month- Thus
wtrte-our interveaitinn =n-~txdbs -matter JLs late, it rould not be

avoided. -Again we -apologize to the Commission.
FART Z

ST ~THE TTWE OF ZEHE NOPEMHER 18th
HEARING REQUIRES RECONSIDERATION OF THE TNSB PROPOSAL.

In September of this year, the Fairbanks North Star Borough
submitted a petition for annexation of 216 sg. miles of land
within the Yukon Flats REAA. A hearing was held on November 18,
1938. Based on that -hearing, the petition was approved on

2 - On ZBegeahrrr "the ZBC -voted ~to -reconsider -the
issue, denied the request, rescinded the denial, and approved the
petition setting a hearing m the matter tor -January 3, -1989 and

comments.

During .this _summer, however., rxaiiatwai developments occurred
Jtfrich raiftw [T nr facmuuiw,  :36acBt- yeary rtte legislature -considered
S.B. 1, which proposed incorporation of the unorganized borough.
While the bill did not pass, a series of studies were commis—
sioned by the Department of Community and Regional Affairs as to
the feasibility .of borough incorporation. Study areas included

SMIna rttdjmlilifcl-maa £ Pww th-i ( eTnphn ly "-Imd-H»P- "Mg|lptsr River
SB&Bt rThnse estndas daave unil-yet .dbeen +Tn?ili-xeriT however,

3g==t+0m.-ddae 1 rinill limntfa., -DepaH"uwirr -trais r |1 ‘"copies.

H%OGJ
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:which 3«.iiggg. xmly rhn7~ri«dly ir»yigit«ed. A “~prinr study of a Yukon
TlaiuAOinrnugh ~as:TBOipletaflJLn:-1375.

JEn-rviIsprmnr =o -snare JXt .cnr “sujbr-egional Boards,
which have heen meeting# requested that we study the 1issue and
report back to them this winter. We are currently in the process

of doing this.

Essentially, the 1979 report on the Yukon Flats suggested that a
borough would not. be- feasible. _lhe .Yukon Hats lias a tax base
Wh-Trii . &£s jrtmghly -equal -to that: nf -the Yukon-Koyukuk EEAA-
However, -the draft -study released this month =y the Department of
veaiBBunizy..and FBegi final Affairs suggest =hart -the Y-X ttraa could

draft studies conclude that the Copper River and JDelta-Greedy
—areas -Sim ilarly mnld jaippnrrfc -min-rmal Imrrranjhg, ahi 1t> Jtenali

area could not.

Our preliminary review of the studies leads us to a conclusion
that the proposed areas of 1incorporation are too small. Large
areas of the TCC region would be outside any borough and have no
tax, hase to support, future nrganizatinn. .These JLuclude the Upper
Tanana” tapper Kuskjokwim and tower Yukon. Tor these areas,
borough government would not be feasible within the Tforeseeable
future.. JQn .hhe -other hand, the Y-#3trnw-KnynimkT and Yukon .Flats
-areas wronld rhanwe -sna 1 populations Tgitfa. :aHargetax base of which
Hie pipeline amounts to about 98% of assessable property. As

.cnntad-Ln the Bepar t.merits .report:.on -the pnpna»ii annexation, the

surplus taxable value in the pipeline which these borough®s could
not legally tax. The effect of the tax cap would substantially
limit the size of these boroughs and does not take into consid—

eration the relatively high costs of service in.the area.

"Pm. piTtlini nary 1liwt-i lga@hm e suggest tdizrtdf iimrcmghs are-to be
in - 4«p34 4e -hatter “to organize the

T..BYIL.Y



to about $1.4 billion 1in assessed valuation, which presently
generates about $28 million a year 1in tax revenues (20 mil)

Based upon the recent DCRA reports, we also estimate that the
pipeline constitutes 98%+ of taxable property in the region. A
tax rate equivalent to the FNSB mill, rate of 12.243 would yield
about $17 million in -tax revenue. Out af +he«*» nrT-npns*»ri reve —
nues, we estTmarfea-tiwt+fae laal mntr ibul jym-hn gdnna+i-nm in the
proposed borough would be about $11 million- ffiiich would be
-Pr«rHw»hprw+ -Hw atmill- -7-8-5s miU s .1

These basin facts were not available prior to our analysis of the
DCRA- .reports which _.were intended to -promote a rHgrar”Hrm of
borough formation. While we cannot support the proposals to
break up the TCC region into weak and powerless boroughs with
limited tax bases, we believe that a single TCC region borough
deserves serious consideration. This information was not avail—
able at the November 18th hearing, .and the LBC should reconsider
the FNSB proposal In light mf this new jjTfnrmaticn- The emer —
gence ~ct n proposal-tor u single TCC region borough raises

questions regarding constitutional, legislative, and administra-
-S+-nnri«T+ig Mmtprwimigly s m s i Jjy =he LBC-

is HwtwjJ ljpau-Um~ggauuinphii-ja-rrF adncatdapal .servi ro-;
- for flve KKAATs /i )-hrwB xdtty -operated sriumi

T288--2U E .3



THE THSB TBDEOS5L. JB UM JfiftRY -t3z HIKLIISTLATJMD :SIAMI»RD s2pu— st
TATWFN ~n? rasCTHFA»prvH~—«"spr>w J2D- 32

Legislative Resolve No. 52, passed during the last legislature

provided that:

Be It Resolved by the Alaska State Legislature that the

Local Boundary Commission 1is requested to take into

fall cansideration the desire mf ~residents -of an area

da fae-xniarganized .borough to be selt-governlrtg and

give them reasonable time to study the <concept of
and

; A n AliwirTtrgmlgeci that the "bocal Jtanndary Commis—
sion is requested to postpone borough annexation
procedures until after December J., .1989, 1in an area
where the formation of an organized borough 1is being &
ejtfaiiiwi if -a [iprwn -nnn"riTFflj in the -area proposed to be
annexed and involved in the organization effort
requests the delay.
While the territory to be annexed 1is not within the areas which
were the subject of the DCRA studies, the territory is surrounded
and immediately adjacent to the Yukcn-Koyukuk and Denali study
areas. The study area boundaries were not fixed in concrete and
Trre snbyect-fco arPfcer -the *f nll —-consideration” -contem—
plated 1in the Legislative Resolve. As the Legislative Resolve
jpd-irsrteg, -fcfrnrfr 1 on ;«as not rrTn-hf-Trrnl to he
Finishvari-unt-il 3SB9, and a naratar i.unan ""these hypes of

annexations was intended.

fluv* ~js >t isfa a .
to guide -the LBC 1in considering borough annexations of territory
in the unorganized borough before the residents of the unorga-—
nized borough could give full consideration of their organiza-—

tional options. The process contemplated by the Legislature is
rtniy ialf _ ZBxe JDCRS5\studies Enmrissrcmed by -the
legj™la*"J3T~i-banre m fhhpwn -fFhffll-rmd, and -only affr 4 m rkg have

)QBE};W6.4



tjatmn ~rxrt**~*a*ri. ig-gmfty m m —tha.ltM +fae j eside-nt-s Inf "the unorga-— -
-mm-antl -1wrr»ngft had a first upj.Jurfann”-y ~=D pTTivJjdg input into
dthe 3EIh-~x5verffflsnt: tiBiy*. J*x can hardly Jae said that -there has
mm bm™n > H-V -thr-"rt-miy -*mri ,«3ju«=h -Ha»» -prr»prv;al-g. Tor the

year, and withdraw the area from the new borough(s) 1is obviously

contrary to the language and intent of the legislative resolve.

There has been some attempt to suggest that the Legislative

Resolve was intended to apply to -limited local <controversies.

This-.isesimply nof-ihc rcase, and is: cpirtvaily to plain meaning of

the language ased. The T.RC was requested to postpone aii annex-

areas where hnrnngfa xcrganiratirjn is being

ZTt is Fairly obvious tliat TCC represents

the vast majority of residents of the region and that the .FNSB is
seeking :io-annex an important part nf the region.

-the legislative "Resolve, ve believe that the "LBC should postpone

consideration of the annexation until December 1989 and that a

failure to do so would violate legislative standards.

A one year postponement to allow the TCC region to fully consider
borough formation will not significantly iTparrh the fmsb with

t.n tlHifiirsfaitePri-BBed. As-noted-in-ifeeHBC findings, -the
greatest inequity which the FNSB seeks to avoid relates to -the
-redaction -in the state-education Tfnunriatirm .prngram which will
.begin in Tyre-2 m*e gaaTm¥f -Afae-~FN5B-i s -to offset -this -redaction
by-the revenues generated by annexation. However, if the annex-
atinn is.,.approved now, the FNSB will hegin jcallecting revenues
zxrum-the maaaed mrrendaJsssos, a Tull -tap yars in advance ncfthe
reduction in state education foundation Ffunding for which FNSB
seeks compensation. By contrast, if the annexation proceeds, the

proposed TCC region borough would be permanently denied this

atgu -2.

LB D
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THE DECISION IS INCONSISTENT WITH THE ADMINISTRATIVE STANDARDS
ARTICULATED BY THE LBC WHEN A SINGLE BOROUGH IN THE TCC REGION 1S

CONSIDERED
-As-stat-cd-in tterncftft report-fcp-the TBC regarding ibis matter,

T3w»enf(:|aI3Y Heratton- proposal -hniis . down "to an

rvx.al eapchJyn‘ae MSfl ~to its rtax -nast* suppo rt
~nf -afe above services which it prowdes to the esti—
-mated 73,540 individuals  residing  within its

UCKA “Report p. 6.

While the LBC decision finds that revenue enhancement of the FNSB
is not sufficient to justify annexation, the LBC compared the
condition of the FNSB with other municipalities and found equi—
ties favoring the FNSB proposal-. Moreover., .the_LBC only oonsi-

derad -a scenario -of a "Yukon "Flats butough end <found no harm.

Given these <comparisons and assumptions about the <course of
borough formation in =ha .“Interior, the decision would seenm
tjx< XfDals.

Hotfww”~-tiw hasir assanqgatiaa afapntuzxfae. course xcf -borough forma-
*+ian-in dfche ThLlbi mr —is - inennsrslenl”. -with jguvernrng coristitu-
tional doctrines and prudent response to the recently released
DCRA reports. Specifically, the consideration of a single

borough in the region would affect the LBC findings 1in the

following ways:

discussionnf 1 Itui inn” in infra-

. fB-D £



n Th. -for

no question bbat -annexation .nf.xte. area would
-rnihana u»-Hw» -rasa t» t. = 8BBTi ni*w rrHtaeTaTatn a loss to the TCC
region boroughs tax base would be substantially disproportion—
ate. It is noted that the taxable property in the FNSB 1is 14%
below the statewide average. Based upon our data respecting
population and estimated assessed valuation (see above), we
calculate that the per capita assessed valuation within the TCC

region, including the subject area-, to -he J3«JL% -below.-the state-

rwide average. However. 1f -the subject arm were tolie .excluded
from the. TCSZ region by annexation to the TNSB, the per capita
— >nnffsMrtd-THil.ualinn -within ~Ahe aoiald .thmp to 17% below
tbB~sfart#Hri:de .average. AThw-aviumjt-nm nmnbj -ra-r«g» -value of

taxable property within the -FNSB by 5.2% but lower the taxableb
OP:jjjiHrty withtn the-prraposed- TJCC borough 1y JL2%. Thus, by trying
to correct a perceived inequity with respect to the tax base of
the FNSB, the LBC will create a greater inequity with respect to
the proposed TCC regional borough.

This effect can be demonstrated more clearly in comparing
relative changes in mill rates for educational services. Cur—
rently, the FNSB mill rate-for Inrml nnnt-rihnfirm to ion XS
€J.~nrills.7 "The proposuid TCC regiuual borough would require a
mill rate of 7.85 mills if the subject area were within the tax
baeen —-(supra) .However, —if the area were pypinriprf from.its tax
~taaset the ~mill rat-H-for :sducatinn wpnid Tise to 9.165 mils, or an

increase of 1.69 mils. The revenue enhancement anticipated by

the -EBBS aoald only -he-a xpduction of bhejnill rat™ by mills.

4This is based upon the average statewide per capita
assessed valuation figure of $83,430.

5%$2b,23£ .,

A%ep. 21 OfTiCRA ”ﬂ.
XB B'Z T6 M



ba.lESISB""a Jbss Aban Half the

defcrisreBfft-to jag.dmlH intad upon -the prnpnaedTECC-jeginn borough.
There is no equestTnrn that -the propnarejd./Ten tonrough -will
snffpitx FHsprnpoitianata: harm-relati-vc to i-.be harngrTi-fr ~nngh-t- By

FNSB if the annexation is approved.

B. The Annexation 1Is Contrary To Public Policy As Articu—
lated Bv The Commission And Prior Judicial Decisions Respecting
The Alaska Constitution.

The _.LBC -Decision, contains.-a. finding that the annexation
represents sound "public -policy. That finding does -not consider
the impacts iTprm formation of .a TCC region borough. Consider-
—aliJdxmnnfrr tteg proposed! TCC tpijtbiwi hnmwangh g»h»atnt-i-ai-iy alters
an analysis -of -the -articulated policy goals and-raises a consti—

tutional issue _not -considered-by ®=he LBC. t

li The LBC Did Not Consider Art. X. Sec. I of the
Alaska Constitution.
The Local Government Article of the Alaska Constitution

provides that,

.-The purpose cf to provide.for
N3acal-ae3=*ggngB nxt -with.: jat bocal govern—
ment units, and to prevent duplication of tax-levying
-jurisdictions. A liberal construction shall be given
=+p n-F inral .goypmnipnt.units.

-has been interpreted by the

Courts as espousing a policy of encouraging the creation of

borough gownuctenlLs. See Mobil O0il Corp. v Local Boundary

Hfljimiilsbiuiu "5XB "P.."2a "92 ~"MAk.. "33H523}. Afore =speciTicaliy, -the

policy favors the creation of a minimum number of local govern-—
ment units.

The proposal for a TCC region borough would maximize the

local self-government available to the region.-as noted -above, 1if

»-r== = m0tnkxm Jtoyiifc-nfr -wnri arnVrm .r<-gan “the -other

areas cf ttte bnterior werilri lack -asmffici-ent. -tax base-to support
Amrough gpverjimeiil . _d ?rrngl™» linrnugfa dd'm 1H-pr-n1r d

1288-296.8



rmating a nrrrti-mrm mrnhpr rrF local goVP.TniHrnTt -Units.

-the available scenarios for borough organization in the region,
the single borough option most closely reflects the standard
articulated in Art. X, Sec. 1 of the Alaska Constitution.

The Alaska Constitution, provides for the LBC to decide
boundary questions based upon state-wide considerations rather
-than -local political decisions.. Fairview Pubi-in utilities v city
-of eagrcIxoraue. 35B m. :2d 540 (ASc. 3-962)7 Oesan v City of Dili i-nofaam.
439 P...2d -18p (Ak JL96S); Citv of Douglas v Citv and Borough of
Jrmeaar. .-454 ~ 2 d L1040 (Ak. 319731)- Jx -is clear .#hat -the LBC
palJoy wKprnrting -tax -base -eqnxty -reflects -a statewide perspec-
-tive. However, the mandate to encourage maximum Jlocal self-
government wxth a -minimum af£. Innal. government units presents a
econstxtotional issue which -takes -precedence over “the Commissions
efforts to deal with transitory inequities in tax bases. As
noted above, the viability of borough organization for a large
part of the state will be adversely impacted and possibly frus—
trated. Moreover, the effort to give equity to FNSB creates
greater 1inequity respecting .the TCC region borough. Th** bal-
fincijig nf rvmh- krofidiliuT At itTrrs M-»wr-ply fcgp-~*mp ltrc-h amw a t iTm -when
the constitutional imperative to encourage organization of the

jmorganiaed borough isnaansidared.

2) The Financial Gain To The TCC Borough Is Not

Tbhccassive or Unwarranted.
3n its priliry nnrwahit*! tans e-ttw» "LBC -Fniwurl-L-hnHf-Ttwa rpH-n -to

FNSB was not excessive or unwarranted. This was based upon a

comparison of the per capita revenues from "non-local sources"8

iZ*The: xrf: rtam ;.on tpipalines
hana-JLocal - is gather: Clearly, direct
Continued)

12B8-2D6.9
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* *

r;—arpim>riVB; rrr?iIM»T Lui*rnnghft. TIS&Sf/pr.feSj— TX’\gP-ffri by +fae -LBC ranged
Prxna "Z77~13B -+£p.o~BG2 per, capita. The IFHSB would receive -$116
per .capita- ZEhe penr xagpdta receipts mm-ren-prrp»i-fTw=» rrervennes far
rthe -3CC region .bcmauglt, wonTd -nnt tm

amounting to about $981 per capita , which would be less than the
examples of excess used by the LBC.

Moreover, while the net gain to FNSB through annexation
would be $27 per capitalO, the net loss to the proposed TCC
borough would be $115 per capita, almost four times the gain to
FNSB. .. Thus, -in considering-the per capita gain -to fmsb

- to lues ~to the "TCCregion borough, ==t is dear

thati® the FNSB-gain i-s excessive and unwarranted.l'1

Footnote Cnnrtinned)
intergovernmental transfers of revenue through municipal
assistance and revenue sharing programs are '"non-local funds*

taxes on local property within a municipal boundary under a
coordinated intergovernmental taxing program is obviously locally

generated revenues. Under the proposed definition of
"non-local"™, any property tax could not b"i considered locally
generated given the federal 1income tax system. For example,
property taxes on homes and business may be credited against
federal 1income taxes. Consequently, it can be argued that all
such taxes result in an indirect transfer of federal revenues to
Inral . gnw o rmnAnt am i am * -tliMinJ-fnr# ‘«nnw—1lora l* tpvopiitip _

Bini Tardy, -focal -municipal bund revenues are -fax exempt and
result in a similar indirect transfer of revenue from the federal

government. Consequently, the only revenues which could be truly
.considexed "Inrsil"™ are* gale taY TvaygniM»«s ami FavahU enterprise
-revenues, -since ggjfcter revenue sonroe raaasnHs -in a tax credit
under State nr -federal tax law. The FNSB has -no such revenue
since it does not levy a sales tax and has no taxable enterprise
income-. . Consequently, under the definition of "non-local" used
-by,then7BCf 3LQD* nf fbemtenBBS -nffahp 33JSB tnaTt-1rwTal NS

-applied by- the :3iac don its tbecision, the diut.imTh-rrm nan -only
considered to be arbitrary.

The Statement of Decision 1is 1in error on this point. It
states that the net gain would be $76.99, however the correct
calculation is $1,980, 712 s 73, 540 = $27.07.

assuBES-a mil rale “eqaalrto h s b .

N 3tae use -ofper capita figures is not "tjusted for cost
(Footnote Continued)

1;88-3lj.10



Boraroh Government.
CmmLmnxm?” on Banmcih Goygmmeiil: -advocates

for reassessment of State financial aid to municipalities to
provide greater equity to all municipalities. The decisional

statement asserts that:

Certainly this Commission would not view 1in the same

regard an annexation proposal of this nature by a

TBMTiifHpal rtty whose tax base ga«- +thwn -the
-mverage xaf frH *r- boroughs.

-a&+ p- J3.

The J33C-fnrtter Tinted that even after annexation FNSB
will have a weak-tax base which will remain 12% belowdAe .states
rwxderoaMerai. je. iuwevur, A“Tnwarn-t-inw w-m-qgmjgrrHgB pvnprnwi ~rrr
region borough - which would currently be only slightly below
average (i.e., 3% below) - to be at a greater inequity then
currently experienced by the FNSB (i.e., 17% below average). See
supra. Consequently, the means selected by the LBC to provide

equity to the FNSB is not rationally related to 1its goal of
achi-pving statewide equity atinne rx=t will -result Jn Jbnpnsing

-——greater Teiatrgarmequity upon the proposed TCC regional borough-

il jhn»xatiun Lin , Tvhrrrrrsh The Viability erf a

Totrential Borough in the Adjacent Region
The JLBC concluded that th®. annexation would -not adversely

-area -bad snipl.us -taxable -property as a result of -the State tax

(Footnote Continued)

differentials of doing business between rural and urban Alaska.
While the relative per capita net loss to the TCC 1is greater 1in
rthmlillyi dnlITTCSA-ddie -A»rfniPirti"a” -u-ith tn Hn» jcnst of
-mdmTO/ dirrBTWRFFiB-ttv-M«» rurwj - « w a a Arqr«3ff-riTartp--Hw» Hy This
Tshnnld ~be rreromilTei-rd when comparing all per capita figures used
dm -this -statement.. <



emssrv -as -ncfoed labove, —the foxma-

USC rragina janmldigTgge -consis—

tent apxfa -fcha HiTap.Hsp. xrf Altsfira Cmml tHii-lm  ad i a
~gnnW nofc. ém-: iry-rthe fSfratri—tax Tatp. Conse —

quently, there 1is no surplus assessed valuation in a regional
borough proposal, and any diminishment of the regions tax base
would diminish the viability of the potential borough in the

adjacent region.
. 51 Tha _Haines Annexation Is Not A Precedence For This
_ ATmexatipn

The XBC found a precedence in the Haines Annexations of -the

-iindings puint-ggfcT Saines provides educational -services = the

annexed area through.correspondence, In this case, the Borough
-does not intend-=*n provide any ttPrvinnc. The only
service planned is non-areawide, 1i.e., TfTire service. There 1is no

evidence that the FNSB plans to 1include the Pump Station 1iIn a
fire service area. In fact, Alyeska Pipeline Service Company
provides its own fire service, which is eminently better than any
response which FNSB might offer. In fact, for FNSB to provide or
include the -Pump Station -within .a fire -service area, .Alyeska
V¥BrilU 1awe- to .constmt and pay additianal Jmn-greavide taxes.

There is .no evidence that Alyeska intends to do so-

"Alhe JJHTI™™Wuly Tcalue do the

- im it o jfae-"ttantrt- . A-reviewd C TDSBA -vafbiatiuii estimates
used in the 19B8 Tteginnal Government Study by DCRA show gross
errors in valuation methods in this region. The vast majority of
private land in the TCC region is subject to restrictions on
taxation by operation of the Native Townsite Act, Native

Allotment Act, ANCSA (as recently amended), State exemptions for

elderly and housing authority projects, etc. The 1388 report did
-4Um,efmlly fBcmnnt fnr these -ne«»wptinns. -Mnrtepwer.,—oRraent ostndies
—djy laffi a xd aliri-nwit -JXpjrrvwiczal—«S -

deval-mrt*rm in -tin- -imrrkgfc -ralne rrF -rrrretl pT-npm -ty -raiiipg which

-aere-ntat reflected in the 1988 study.

87T
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~ eje.”ecnzKUFv.-.-the-nnftieatlimg did -mrh nr?il- art ™%®ine «hen the

Thera 1is no

borough

Thirdly, the proposed annexations reflected expansion of the

Haines borough to natural geographic boundaries taking into the

borough the entire eastern slope of the Chilkat Range
the Chilkat Peninsula.

located or.

Such parallels do not exist with regard to the

present
annexation and ..-any comparison Is transparently
- M Jtemmg-M<roCgTOgl3L-JS_, A Justification Tor

Ihcuansiun~_-"prannh Boundaries.

It is agreed.-that revenue enhancement is not a

PART V

mHE STATUTORY AND ADMINISTRATIVE REQUIREMENTS HAVE NOT BEEN MET

As noted in jages -9-J.4 nf the nreflA report# one of the first e-ighf

oil?1lie Yemaining l.-ist«a astandardsJdBnst he -met-

of-tto f - i j on 1 y -mmbffrs 7 (both-relating to services)

NezBi a "(paiicy) could he -possiblynret- ®se area 1is
and as noted above, the FNSB does not intend to

provide any -serricesu -1In -tact,
atui*v. 1"w»

-uninhabited,
realistically
.the proposed area -immediately
raie .rilriimrt _inforrfcrrharrtr™ ,-the Hooper
family, which receives educational services from the Yukon

Flats
REAA. The proposal is gerry mandered to obviously avoid provid-—
ing municipal services. As to number 8, (policy) the policies

considerations mi*-i inod above .strongly militate against approval-

1T the eagnsessed In those

a-n» wry -rprexart-fymafal-eT tnr tte afaiw» stated "rmffln

.BB-B .



Trn rtjWWT.ggrnw-tov-ttfd .TQ APPLY TmE -STANDARDS PSDVXDED IN 19
AAC 1J-2DD

The regulations governing annexation procedures provide that:

19 AAC 10.200. APPLICATION OF STANDARDS. The commis—
sion will not approve an annexation unless the annexing
organized borough demonstrates to the satisfaction of
th<» r-n-miggion that JLt. 1is.. capable of extending .and -«
-a-nTtng - to #nvtend aervijes "tP ~tfaa annexed .area in
accordance with this subsection. If possible, areawide
and non-areawide borough services shall be extended to
-h »» armgifgd arpa _If the .immediate exten-
Rim  -rrF nnt gpnKa-nbte>T the XOTTHiriSS#on must
=% garh-rNi-iNir -that tinp» "&TviT;prg Jint, immediately extended
will be extended as soon as possible and that reason—
able plans have teen -formulated tar the -capital expan- >
gian m »nt»gB,Ty fnr -pvtpnsrrm of. CTUnz=CffiS.
The decision of the LBC failed to apply the service standards as
provided 1in this section. Under this regulation, the FNSB was
required to demonstrate that both areawide and non-areawide
services will be extended to the annexed area immediately. The
petitioner admits, and the LBC found that education services
(arpaad.de) would m atbe -extemfed. Addi tionally, the only non-
areawide service discussed by the iHBC was Tfire service, and it
was found that fire service was not needed because of the private
mrnwg-yruir jiimi ~hyjflyala - nams, JtvMas—-i.apliirrfciy tennd-fchat
services would not be immediately extended to the area. The wide

variety of services offered by the borough .and their extension to

In such an event, the regulation requires that the FNSB develop a

reasonable plan for capital expansion necessary Tfor extension of

such services and that the Commission be satisfied as to the

adequacy .of-such plans.. +thm» rasa h -nn siinh pianc .and ,£fhe
i Irr- Mfcw-jHiy nw-Hri-g 1s5BS.

T;BBW06J4



. »I'nNms W

lers
s jfeeisdnn -datective- See I»ort Valdez Co. v City .of Valdez.
©..,322 P.2d. H47 {Ak- 1974) . The pfdritiim -Should therefore jstunad

/.mdB .ihe 7B S B ;inr:rffiBuhmrissijan.

CONCLUSION

In summary, we would request that the decision be delayed to
allow the Interior to consider borough 1incorporation. We again
apologize for our lat-pnpfifi in rospnnHing to t-h<o igfiiw, .Given.thp

sthe proposal, and -the ongoing borough wtmiy in the
Interior, we believe -the Commission should not prnneed fny-H”y act

_» *
xiifs x raR”

T2BB--20B.T5
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240 MAIN STREET, SUITE 600. JUNEAU. ALASKA 99801, TELEPHONE 1907) 566-3340. TELEX 090-25-127

SERVICE COMPANY

February 23, 1989

Senator Johne Binkley
Senator Steve Frank

Gentlemen:

Several questions about Pump Station 7 arose during yesterday$
discussion of SJR 19 by the Senate Finance Committee. As a
courtesy to you and the Committee, | have tried to obtain answers to
some of those questions. Alyeska is neutral on the underlying
question of the annexation.

Pump Station 7 is a self contained operation. Workers are housed
at the facility during the"r work week. There is a well equipped fire
brigade staffed by trained employees. Security personnel provided
through contract by American Guard and Alert are trained and
experienced EMTs under the direction of an Anchorage physician who
is an expert in medical response to trauma. Serious injuries would
be medivaced to appropriate facilities.

Alyeska employs 16 people at Pump Station 7; these people are
divided into two week long shifts of eight people each. Typically,
five people operate the pump station during the day and three during
the night. All employees are subject to call out for emergency
response.

At the present time , 11 of the employees reside in Fairbanks, A in
North Pole and 1 in College. The manager for PS 7 and 8 resides in
North Pole. Alyeska reassigns personnel among its facilities from

CORPORATE OFFICES
1635 SOUTH BRAGAW STREET. ANCHORAGE. ALASKA 99512. TELEPHONE (907) 278-1611. TELEX 090-25-127



Binkley/Frank
February23,1989
Page 2.

time to time to meet operational needs. Nonetheless, the
situatation at PS 7 is Fairly stable.

Contractors provide catering/housekeeping, maintenance and
security/EMT services. The catering and maintenance contracts are
performed by companies that are joint ventures with Ahtna Native
Corporation. American Guard and Alert is the security contractor.
Alyeska does not have readily available data about about the
localities where these personnel live. However,we believe all of the
contractor personnel at PS 7 are Alaska residents.

Please contact me ifyou have additional questions.
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STATE OF ALASKA
1989 LEGISLATIVE SESSION

FISCAL NOTE

Bill Version: SJR 19

Publish Date:

REQUEST
Revision Date: March 1. 1989 Agency Affected: Revenue. Education. C&RA
Title: Disapproving; Fbks No. Star BRU: Oil & Gas Audit. K-12 Support
Borough Annexation
Sponsor: Binkley and Adams Components: Operating. Foundation Support
Requestor: Senate Finance
EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
I  TOTAL OPERATING
CAPITAL
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS:
Notes: Combined fiscal note - by Dept, of Education, C&RA, and Revenue.

resolution - passage would

1.
2. Adoption of
3. see attached analysis.

* Fiscal impact -

Prepared By: Royce Weller & Jim Plasman

Division:

Approved by Commissioner:
Agency: Department of Revenue

(by preparer):
Finance
Sponsor

Distribution
Legislative
Legislative
Requestor
O ffice of Management and Budget

Impacted Agency(ies)

leave projected GF revenues unchanged.

Phone: 465-2300 or 4750

Date:

Date:

legislative finance



Resolution Adopted

Adoption of SJR 19 (disallowing annexation) would leave projected GF revenues unchanged.
Hence, this resolution carries a zero fiscal impact.

Failure to Adopt Resolution
(2 possible revenue impacts)

The Attorney General's office has ruled (see attached opinion) that should annexation become
effective (March 5, 1989), the Oil and Gas Properties at issue would immediately become

subject to municipal taxation. Furthermore, the municipality could not delay the imposition
of their levy. In light of the opinion, we have developed two possible fiscal impact
scenarios. The key issue being whether tax payments are made on or before June 30, 1989 (FY

89) or whether tax payments are made after June 30, 1989 (FY 90).

In light of the above ruling, two fiscal impact scenarios have been developed.

Scenario 1

Property taxed by municipality March 5, 1989. Municipal tax payment made on or before June
30.

FY 89 FY 90 Fy 91 FY 92 FY 93 FY 94
Rev (2.119.9) (1.981.2) (1,842.5) (1.713.5) (1,593.6) (1,482.0)
Educ. 0 0 695.5 650.0 604.5 562.2
Total (2.119.9) (1.981.2) (1,147.0) (1.063.5) (989.1) (919.8)

Scenario 2

Property taxed by municipality March 5, 1989. Municipal tax payment made after June 30.

FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
Rev (2.119.9) (1,981.2) (1.842.5) (1,713.5) (1,593.6)
Educ. 0 695.5 650.0 604.5 562.2
Total (2.119.9) (1,285.7) (1.192.5) (1,109.0) (1,031.4)

BE: 0Of

[d



1989 %_E%REL%%W%%SWN PUBLISH DATE

m* T

FISCAL NOTE

REQUEST:
Revirion Date: __ AgencyAffected: Department of Revenue
Titlg JD.isapproving the Cocal boundary BgRU'inI and st Audit

Comm, reconnnendation lor annex, oX

ALYyL BY>> n5~FPkij. 1. 3Lai Duiuugh
sponsor; gjnic3.oy-.and Adame.. Components

Requestor: .SonaCo CAT?A e —————

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL -0- -0- -0- -0- -0-
REVENUE [1,981.2] * * *

FUNDING: (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0 -
FEDERAL FUNDS -6- -u- -U- m-0- -6-
OTHER -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- - -0- -0-
POSITIONS:
FULL-TIME -0- -0- -0 - -0- -0-
PART-TIME Q- -0- -0- -0- -0-
TEMPORARY

0~ n- - tQ- -0

ANALYSIS : (Attach a separate page if necessary)
Assumed to be effective for FY90, 1-1-90 for property tax purposes. Value
estimated to be $161,820,000 as of 1-1-90 with a mill rate of 12.243.

"Property valuation is projected to decline at a rate of 7% per year. Declind
valuation wili"reduce the estimated total dollar loss to the state.

Preparedby : 6-r- P.. _HOI-OF-——--—————— oo - ~  Phone : 976-1 969
Division : Oil and Gas_Audit /. |7 . Date: , 2/.L1/-83-
Approvedby Commissioner: -Hugh Malnne

Agency: TTpp.Trt-mpnr nf Rpvpnup

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
OfGce of Management and Budget rtd xo iy«y
Impacted Agency(ies) page,

LIS AMVEANNE



X FISCAL NOTE

REQUEST:

Revision Date: _ - Agency Affected:  Education
Title: Disapproving the Local Boundary nan- K-12 Support
Commission Recommendation.. .Fairbanks

Sponsor: Binklev and Adams rnmpnn~K ¢« Foundation Support

Requestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dolara)
OPERATING FY 90

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND* STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

FUNDING: (Thousands ofDollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS (Attach a separate page if necessary)

Disapproval_of annexation results in no change to the Foundation cost

estimate.
Preparedby: Marv*Tlakala /. L memmenmenns
Division: Conrmlssinner'
Approved by /william G. Demmert_ 2/23/89
Agency:__ Education-!----————---momeeoc -
Distribution (byprcparcr)T
Legislative Finance
Legislative Sponsor f
Requestor- « JL. "biv /

Office of Management and Budget
Impacted Agency(iies)



FISCAL NOTE
RE(\)yUEST

Ision D a te Agen% Affected De artment of Revenue
Title: D|sapprovmg FbksNO. Star_—___ BRU: Oil & Gas A

Borough Annexation
oponsor: Binkley and Adams COMPONEnts:.
- Requestor: Sendte Finance

EXPENDITURES/REVENUES:  (Thousands of Dollars
( TFY 89 1 FY) 90 FY 91 1FY 92 1FY93 FY 94
OPERATING | | |
PERSONAL SERVICES 0 1 0 0 1 o f 0 0
TRAVEL 0 1 0 0 1 0 1 0 0 .
CONTRACTUAL 0 1 0 D 1 0 1 0 0
SUPPLIES 0 1 0 0 { 0 | 0 0
LRN MENT 0 | 0 0 0 1 8 ()
DS & STRUCTURES 0 | 8 0 1 8 0
NTS, CLAIMS 0 0 0 0
1 MISCELLANEQUS 0 0 0 0 8 0
1 TOTAL OPERATING 0 0 0 0 0
1 CAPITAL 0 0 0 0 0 0
1 REVENUE 0 (1981.2) (1842.5)|(1713.5)|(1593.6) (1482.0)
FUN ING: (Thousands of Dollars
| BN EIRY b 0 0 8 8 8
FEDERAL FUNDS 0 0 0
|  OTHER 0 0 0 0 0 0
1 TOTAL 0 0 0 0 0 0
POSITIONS:
| FULL-TIME 0 0 0 0 0 0
|  PART-TIME 0 0 0 0 0 0
| TEMPORARY 0 0 0 0 0 0

ANALYSIS;  Assumed to
estimated to% % ,89
valuation 1s rerc ted
reduce the estimated to

DIASTOR: 1 “and b Rui e o1

ABproved fy Commissiorer. Hugh Malonew Date

0 A0l Ss s LY 9v°mh & mill Taa BF ) 7). PUpRosesy, Ve
% Idgcllne a rate of 7% ger year. DecI|n|ng valuatlon will

0
al dollar ?oss to the stat

DIStrest[llaotqveb)ﬁ r?ar arer):

Le |sIat|ve Sponsor

Requestor

Office of Management and Budget

Impacted Agency(les) page J of |



SESSION
FISCAL NOTE

REQUEST:

Revision Date:

T.le; IDisapproving Annexation 6f  ~
territory to Fairbanks North Star Borough”

Sponsor: Binkley

Requestor:.

EXPENDITURES/REVENUES:
OPERATING FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING:

GENERALFUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS

Preparedby:
Division:

oprCved by Commissioner:
|enCy . Community &

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

(Thousands of Dollars)

(Thousands of Dollars)
FY 90

(Attach a separate page if necessary)

fairs

A
RRn~

Afr ted* C&RA ,
Local Government Assistance

gjumsston -

pLn _e 465-4750
£ET - mn nm

Date'/3 r e 6

LEGI3 ATVE ANANEE
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2124189

relating to federal wilderness areas in Alaska = ;
and recommended m\ mm" .
T .o0m I
[ 1 replace with )I[] same title™%
[ ] or adopt I new title 3
[1 technical
[ 1 attached amendment(s) and title change »
e 4m (HB only)
[ ] letter of intent adopted

[ 3 do not pass

[ 3 no recommendation

[ 3 individual recommendations

[ ] further referral to

FISCAL NOTETFS) [-y] SSSBo? [ 3 fiscal impact v [ 3 appropriation no.FN -

[ 1 new [ 3 updated .-[ 1 previous é&-
s, published
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1989 ?-E%-HEL/OAEFW%%HON BILL VERSION

PUBLISH DATE

FISCAL NOTE

REQUEST

ReV|S|On Date:_ 2/22/89 AgencyAffected:
Tide: s.TR 22 Relating to federal BRU:
wilderness areas in Alaska

Requestor:

EXPENDITURES/REVENUES: (ThousandsofDollInrs)
OPERATING FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Preparedby: Senate Resources
Division : . .
Approved by <

Agency: _

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies)

2 7 WM

FY 93

Phone:

2/221/89
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BY FAIKS, COGHILL, HALFORD,
IN THE SENATE JONES, FRANK AND ZHAROFF

SENATE JOINT RESOLUTION NO. 22
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
Relating to federal wilderness areas in
Alaska.

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

WHEREAS Alaska is now the repository of 6? percent of all federally
designated wilderness; and

WHEREAS federal agencies have recommended jointly that 12,100,000
acres be added to the wilderness system, specifically the National Park
Service (6,900,000 acres), the U.S. Fish and W ildlife Service (3,500,000
acres), the U.S. Forest Service (1,700,000 acres) and the Bureau of Land
Management (42,000 acres); and

WHEREAS Alaskans believe the present 56,700,000 acre wilderness block
in Alaska is enough to satisfy the Wilderness Preservation Act and the
Alaska National Interest Lands Conservation Act; and

WHEREAS the land under recommendation is presently managed as "de
facto" wilderness and there is no clear or compelling evidence that an
additional layer of protection is reeded; and

WHEREAS Alaska, with its geography and physical nature, along with its
climate, has an abundance of naturally wild land to satisfy all but the
most intrepid solitude seeker; and

WHEREAS Alaska is actively involved in economic diversification
efforts to bring a better quality of life to both urban and rural citizens;
and

WHEREAS traditional and customary uses, including but not Ilimited to
subsistence, hunting and fishing, guiding and camping require access and

use of the land; and

SRzza -1- SRzz
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WHEREAS part of Alaska's diversification effort depends upon tourism
to help create and sustain recreation-based industry and that industry also
requires access, permits, building sites, and other upgrades; and

WHEREAS federally-designated wilderness has been proven to Ilimit
access, site-enhancement and recreational opportunities for the majority in
order to benefit solitude requirements of the few; and

WHEREAS Alaskans still hold to the promises of statehood in the state
constitution that mandates in art. VIII, sec. 1, "It is the policy of the
state to encourage the settlement of its land and the development of its
resources by making them available for maximum wuse consistent with the
public interest";

BE IT RESOLVED that the Alaska State Legislf-mre declares that the
increase of federal wilderness area land in the i mof Alaska is unneces-
sary, unacceptable, and against the best interests ofthe residents of the
state; and be it

FURTHER RESOLVED that the Secretary of the Interior and the Secretary
of Agriculture are requested to state an agreement with the general policy
stated in this resolution.

COPIES of this resolution shall be sent to the Honorable Manuel Lujan,
Jr., Secretary of the Interior; and the Honorable Clayton K. Yeutter,
Secretary of Agriculture; and to the Honorable Ted Stevens and the Honor-
able Frank Murkowski, U.S. Senators, and the Honorable Don Young, U.S.

Representative, members of the Alaska delegation in Congress.

SRzz -2- SRzza



2/23/89

Original sponsors: Faiks, Coghil"l,
Halford, et al.

IN THE SENATE
CS FOR SENATE JOINT RESOLUTION NO. 22 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
Relating to federal wilderness areas in
Alaska.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS Alaska 1is now the repository of 62 percent of all federally
designated wilderness; and
WHEREAS federal agencies have recommended jointly that 12,100,000
acres be added to the wilderness system, specifically the National Park
Service (6,900,000 acres), the U.S. Fish and Wildlife Service (3,500,000
acres), the U.S. Forest Service (1,700,000 acres) and the Bureau of Land

t
Management (42,000 acres); and

WHEREAS Alaskans believe the present 56,700,000 acre wilderness block
in Alaska 1is enough to satisfy the Wilderness Preservation Act and the
Alaska National Interest Lands Conservation Act; and

WHEREAS the land wunder recommendation 1is presently managed as "de
facto" wilderness and there 1is no clear or compelling evidence that an
additional layer of protection is needed; and

WHEREAS Alaska, with its geography and physical nature, along with its
climate, has an abundance of naturally wild land to satisfy all but the
most intrepid solitude seeker; and

WHEREAS Alaska 1is actively involved 1in economic diversification ef—
forts to bring a better quality of life to both urban and rural citizens;
and

vV o

WHEREAS traditional and customary uses, 1including but not limited to

subsistence, hunting and Tfishing,

use of the land* and

wft,, -
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WHEREAS part of Alaska®™s diversification effort depends upon tourism
to help create and sustain recreation-based industry and that industry also
requires access, permits, building sites, and other upgrades; and

WHEREAS federally-designated wilderness has been proven to limit
access, site-enhancement and recreational opportunities for the majority 1in
order to benefit solitude requirements of the few; and

WHEREAS Alaskans still hold to the promises of statehood in the state
constitution that mandates in art. VIII, sec. 1, "It 1is the policy of the
state to encourage the settlement of its land and the development of its
resources by making them available for maximum use consistent with the
public interest"; and

WHEREAS the consolidation of federal wilderness areas in the state
presents different issues and the state has no reservations about land
exchanges that do not increase the acreage devoted to federal wilderness
areas;

BE IT RESOLVED that the Alaska State Legislature declares that the
increase of federal wilderness area land in the State of Alaska 1is unneces—
sary, unacceptable, and against the best interests of the residents of the
state; and be it

FURTHER RESOLVED that the Alaska State Legislature believes that thE\
consolidation of federal wilderness areas through land exchanges 1is 1in the
public interest so 1long as the exchanges do net increase the acreage
devoted to federal wilderness areas; and be it /

FURTHER RESOLVED that the Secretary of the Interior and the Secretary
of Agriculture are requested to state an agreement with the general policy
stated in this- resolution.

COPIES of this resolution shall be sent to the Honorable Manuel Lujan,
Jr., Secretary of the Interior; and the Honorable Clayton K. Yeutter,

= jlture; and to the Honorable Ted Stevens and
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Honorable Frank Murkowski, U.S. Senators, and the Honorable Don Young, U.S

Representative, members of the Alaska delegation in Congress.
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February 27, 1989
MEMORANDUM
TO: Senator Johne Binkley, Co-Chairman
Senator Rick Uehlin?” Co-Chairman
Senate Finance Cc
FROM: Senator Jan Faiks
Chairman, Senatk Judi ommittee
SUBJECT: SJR 22 "Relating ral Wilderness Areas

in Alaska"

SJR 22 has been referred to the Senate Finance Committee for
its consideration. I would appreciate your scheduling it to
come before your committee at its earliest convenience. The
resolution calls on Congress and the federal government to
stop any further increase in the acreage committed to wilder—
ness designation in Alaska.

The resolution was written at the request of our congressional
delegation who felt it was essential to convey the Alaska
Legislature®s opposition to further increases in federal
wilderness in Alaska. Congress 1is considering adding approxi—
mately 12 million acres to the wilderness area in our state.

During consideration of SJR 22 by Senate Resources, questions
arose regarding land trades for consolidation of wilderness
area. I have attached a working draft copy of SJR 22 which
includes a provision on page two, lines 20 through 23 to
clarify the promotion of efforts to trade land to improve or
consolidate wilderness area. I urge the committee members to
consider this draft as a committee substitute for SJR 22.

Almost half of the Arctic National Wildlife Refuge (ANWR) 1is
designated wilderness. When added to land under restrictive
management, almost 92% of ANWR 1is currently not available for
development. Congress 1is now considering wilderness designa—
tion for the remaining 8% of ANWR. Eliminating oil explora—
tion in the most promising area of the U.S. could inflict
irreparable and long-standing harm on Alaska"s already bat—
tered oil industry and on the state®s economy.

OUT OF SESSION
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The wilderness areas in Alaska encompass 57 million acres, an
area nearly comparable in size to that of the state of Oregon.
A total of 62% of the federal wilderness in our nation is here
in Alaska. Under the Alaska National Interest Lands Conserva—
tion Act (ANILCA) of 1980, Congress set aside 104 million

acres in conservation units. Overall, Alaska has 158 million
acres already set aside in federal conservation units. That
nearly equals the land area of the states of California and
Oregon combined! Those units make up almost 70% of the
nation®"s national parks and 90 percent of its wildlife refug-



Alaska Environmental Lobby, Inc.

P.O. Box 22151 Juneau, Alaska 99002 907-586-2345

ISSUE PAPER: SJR 22 -
FEDERAL WILDERNESS AREAS IN THE STATE

The Alaska Environmental Lobby strongly opposes SJR 22. Wilderness is a management option
which is extremely valuable for Alaska, and which is strongly supported by many Alaskans. It
would be very poor public policy to foreclose so useful an option.

Wilderness is Alaska's most valuable resource. It is acommodity which is growing
increasingly scarce, and our state is one of the few places able to satisfy the demand. It is the
existence of grand and wild country that is the basis of our thriving tourist industry. Wilderness
guarantees that key wildlife habitat is protected. Wilderness also gives us a benchmark against
which to measure the changes in our world; an issue of greater urgency as words like "ozone" and
"greenhouse effect” become part of our everyday life.

Federal wilderness in Alaska is a very flexible classification that specifically allows
such activities as traditional airplane and snowmachine access, personal use timber cutting,
trapping and hunting, guaranteed access to inholdings, mining on existing claims, and development
of visitor facilities such as campgrounds and trails. Subsistence activities are specifically provided
for. Those who are not physically able to do more strenuous wilderness activities can fly in and
take guided raft trips; handicapped recreation programs commonly go on ski-and-dog sled trips on
the wilderness glaciers around Denali. 1have personally guided far more people than 1can count
who would never think of themselves as outdoor types, yet they have found the wilderness to be both
accessible and enjoyable. And | have encountered penitess adventurers in the most remote places;
people who found that economics were no barrier to the innovative.

Alaska has plenty of land upon which tourism and other development can proceed,
but it is essential to conserve the key wild areas upjn which tourism depends. The recent federal
proposals are within already-established conservation units, and reflect recognition of current de
facto wilderness status, rather than land removed from multiple use classification. The proposals
are notable mainly for their minimal emphasis on wilderness and their promotion of such major
developments as tramways onto the Harding Icefield.

Wilderness enhances, rather than blocks, the opportunities for traditional
activities; and ensures a stable base for future options in tourism, science, and human sanity. We

ask you to take a positive look at the benefits it offers to our long-term quality of life.

March 14. 1989

by Bill Glude
ALASKA CENTER FOR THE ENVIRONMENT - ALASKA CHAPTER. SIERRA CLUB - JUNEAU GROUP. SIERRA CLUB - SITKA GROUP. SIERRA CLUB
KNIK GROUP.SIERRA CLUB - OENALI GROUP, SIERRA CLUB - ANCHORAGE AUDUBON SOCIETY - ARCTIC AUDUBON SOCIETY
OENALI CITIZENS'COUNCIL - ALASKA FRIENOS OF THE EARTH - JUNEAU AUOUBON SOCIETY * KACHEMAK BAY CONSERVATION SOCIETY
KENAI PENINSULA AUDUBON SOCIETY - KODIAK AUOUBON SOCIETY - LYNN CANAL CONSERVATION - ALASKA WILDLIFE ALLIANCE
SITKA CONSERVATION SOCIETY - NORTHERN ALASKA ENVIRONMENTAL CENTER - SOUTHEAST ALASKA CONSERVATION COUNCIL
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