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during the tax year.

(b) The comm issioner shall determine the amount o f  tax due each year from 

each individual subject to the tax imposed under (a) of this section by dividing the 

am ount o f  the total local contributions to schools required o f  organized boroughs 

under AS 14.17.410(b)(2) by the estimated population of individuals 21 years of age 

and o lder  but not more than 64 years of age in the organized boroughs.

(c) The following are exem pt from the tax imposed under (a) o f  this section:

(1) an individual who is a m em ber of a family with an incom e equal to 

or less than the federal poverty guidelines for Alaska set by the United States 

D epartm ent o f  Health and Hum an Services,

(2) a disabled veteran, as ihe term is defined in AS 29.45.030(i);

(3) the owner of real property located in a municipality that levies a 

property tax, if the owner has paid the property tax due.

Sec. 43.45.021. Collec tion  o f  tax . (a) The tax imposed under AS 43.45.011 

shall be paid before January 15 of the calendar year following the year for which it is 

imposed. An individual who is subject to the tax and has not had the tax withheld 

during the tax year by an em ployer from the individual's salary or o ther compensation 

shall file a return and pay the tax on a form and in a m anner prescribed by the 

department.

(b) Each employer o f  an individual subject to tax under this chapter shall 

deduct and withhold the lesser of one-half  o f  the tax for the year  oi 10 percent of the 

em ployee 's  gross compensation from the employee's  first regular payroll during the 

tax year and each subsequent regular payroll until the full tax due has been collected. 

T he em ployer  shall hold the tax withheld in trust and remit it to the departm ent with a 

return prescribed by the department not later than the 15th day o f  the m onth  following 

the end o f  each calendar quarter or any month during which the cum ulative unpaid 

w ithhold ing  by the em ployer exceeds $500, whichever is earlier. These withheld 

taxes arc not subject to garnishment or attachment and, in the event o f  lien, judgment, 

or bankrup tcy  proceedings, are not considered assets o f  the employer. An employer 

w ho fails to make the deductions from the compensation of employees or lo remit the 

tax to the department by the dale required under this section is liable to the department
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for the tax.

(c) An em ployer m ay not withhold the tax from the salary or other 

com pensation o f  an individual if  the employer reasonably  believes, based on 

information provided by the individual, that the individual

(1) resides in a borough or city school district;

(2) was 20 years  o f  age or younger or 65 years  o f  age or older on 

January  1 o f  the tax year; or

(3) has had the full tax due under AS 43.45.011 for that tax year 

withheld by another employer.

(d) I f  the tax is not deducted under (b) o f  this section from the salary or other 

com pensation o f  an individual subject to the tax, and the individual has not filed a 

return and paid the tax under (a) o f  this section, no tw ithstanding AS 09.35, the 

department m ay m ake a return under AS 43.05.050. The departm ent shall notify the 

individual and may withhold the tax, penalty, and interest due  from the individual's 

permanent fund dividend. The department shall notify the individual o f  the amount 

withheld.

(e) An em ployer required to withhold tax under (b) o f  this section shall file a 

report not later than January  31 following each tax year shew ing  the total withholding 

for each em ployee during the tax year. The report shall be filed in a form and manner 

prescribed by the departm ent. An employer who fails to file a report under this 

section is subject to a penalty  o f  $50 a day not to exceed $2,500.

Sec. 43.45.031. R e c o rd  o f  w ithho ld ing . An em p loye r  w ho withholds tax 

under AS 43.45.021 shall furnish to the employee upon request a record o f  the amount 

o f  tax withheld from the employee. The department shall provide a form for that 

purpose.

Sec. 43.45.041. R e fu n d s .  An individual who has paid  m ore than the amount 

o f  tax due under this chapter for a calendar year m ay claim  a refund under 

A S  43.05,275. A claim for a refund under this section m ay only  be filed during the 

ca lendar year following the tax year for which the refund is c la im ed  and on a form and 

in the m anner prescribed by the department. The departm ent is not requited to issue a 

refund to an employer.
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Sec. 43.45.051. Appeals. I f  an individual is aggrieved by a decision  o f  the 

departm ent relating to the regional educational attendance area tax, the  individual 

may, upon paym ent o f  a $50 appeal fee, request .lie department to rev iew  its decision. 

W ithin 12 m onths  after the administrative appca' is filed, the department shall provide 

the individual with a final written decision. I f  the individual is aggrieved  by the 

decision o f  the department after all adm inistra tive proceedings, the individual may 

appeal that decision to the superior court in accordance with AS 44.62.560. A n appeal 

to the court under this section does not entitle the aggrieved individual to a trial de 

novo. The appeal shall be based on the record o f  the administrative proceed ing  from 

which appeal is taken, and the scope o f  appeal is limited to matters conta ined  in the 

record o f th e  administrative proceeding. If, as a result o f  an administrative proceeding 

or a court appeal, the individual prevails, the $50 appeal fee shall be returned to the 

individual by the department.

Sec. 43.45.061. Disposition o f  tax  p ro ceed s ,  (a) The tax collected under 

AS 43.45.021 shall be deposited into the general fund and accounted for separately.

(b) The legislature may appropriate the estimated amounts to be collected and 

separately accounted for under (a) o f  this section for education.

(c) The deposit required and appropriation authorized by this section are not 

intended to create a dedication in violation o f  art. IX. sec. 7, Constitution o f  the State 

o f  Alaska.

* Sec. 3. A S 44.64.030(a) is amended to read:

(a) The office shall conduct all adjudicative administrative hearings required 

under the following statutes or under regulations adopted to implement the statutes:

(1) AS 0 4 .1 1.510(b)(1) and (c) (alcoholic  beverages license);

(2) AS 05.15 (charitable gaming);

(3) AS 05.20 (recreational devices);

(4) AS 05.90.001 (special racing events);

(5) AS 06 (banks and financial institutions);

(6) AS 08 (occupational licensing), other than AS 08.08 and

AS 08.62.046;

(7) AS 10.06 (Alaska C orporations Code):
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(8) AS 10.13 (Alaska BIDCO Acl);

(9) AS 10.25.375 (Electric and Telephone Cooperative Act);

(10) AS 10.50.408 (limited liability companies);

(11) AS 14.11.016 (education-related facility grants);

(12) AS 14.18 (discrimination in public education);

(13) AS 14.48 (postsecondary educational institutions);

(14) AS 17.20 (Alaska Food, Drug, and Cosm etic  Act), o ther than

(15) AS 18.18.030 (hospice licenses);

(16) AS 18.20 (hospitals and nursing facilities), o ther than

AS 18.20.180;

(17) AS i 8.35.040 (tourist accommodations);

AS 21.69. AS 21.86.200. AS 21.87, and AS 21.89 (insurance);

(19) AS 25.27 (child support services);

(20) AS 32.06 (Uniform Partnership Act);

(21) AS 34.45 (unclaimed property);

(22) AS 34.55.024 and 34.55.026 (Uniform Land Sales Practices Act);

(24) AS 38,05.065 (contracts for sale o f  state land);

(25) AS 39.52 (Alaska Executive Branch Ethics Act);

(26) AS 43.23 (perm anent fund dividends);

(27) AS 43.45 ( reg iona l  e duca t iona l  a t t e n d a n c e  a re a  tax);

(28) AS 43.70 (Alaska Business License Act);

(29) |(28)] AS 44.50 (notaries public);

(30) [(29)] AS 44.77 (claims against the state);

(31) [(30)] AS 45.30.040 (mobile homes);

(32) f(31)J AS 45.55 (Alaska Securities Act);

(33) ((32)] AS 45.57 (Takeover Bid Disclosure Acl);

(34) [(33)] AS 47.33 (assisted living homes);

L
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(35) [(34)] A S  47.35 (child care);

(36) [(35)] AS 47.45 (longevity bonuses).

* Sec. 4. Section 82, ch. 163, SLA  2004, is repealed and reenacted to read:

Sec. 82. AS 44 .64 .030(a)  is amended to read:

(a) The office shall conduct all adjudicative adm inistrative hearings required 

under the following statutes or under  regulations adopted to im plem ent the statutes:

(1) AS 0 4 .1 1.510(b)(1) and (c) (alcoholic beverages license);

(2) AS 05.15 (charitable gaming);

(3) AS 05.20 (recreational devices);

(4) AS 05.90.001 (special racing events);

(5) AS 06 (banks and financial institutions);

(6) A S  08 (occupational licensing), o ther than AS 08.08 and

AS OS.62.046;

(7) AS 10.06 (A laska Corporations Code);

(8) AS 10.13 (A laska  B1DCO Act);

(9) AS 10.25.375 (Electric and Telephone C ooperative Act);

(10) AS 10,50.408 (limited liability companies);

(11) AS 14.11.016 (education-related facility grants);

(12) AS 14 .IS (discrim ination in public education);

(13) AS 14.4S (postsecondarv educational institut.ons);

(14) A S  17.20 (A laska Food, Drug, and Cosm etic  Act), o ther than 

A S 17 20.060 and 17.20.360;

(15) AS 18.18.030 (hospice licenses);

(16) A S 18.20 (hospitals and nursing facilities), o ther than

AS 18.20.180;

(17) AS 18.35,040 (tourist accom modations);

(18) A S  21 .09 , AS 2 1 2 2 .1 9 0 ,  AS 21.27, A S  21.34, AS 21.36, 

AS 21.69, AS 21.86.200, A S 21.87, and A S 21.89 (insurance):

(19) AS 25.27 (child support services);

(20) AS 32 .06  (Uniform  Partnership Acl);

(21) AS 34.45 (unclaim ed property):
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(22) AS 34.55.024 and 34.55.026 (Uniform Land Sales Practices Act);

(24) AS 38.05.065 (contracts for sale o f  state land);

(25) AS 39.52 (Alaska Executive Branch Ethics Act);

(26) AS 43.23 (permanent fund dividends);

(27) AS 43.45 (regional educational a ttendance area tax);

(28) A S  43.70 (Alaska Business License Act);

(29) A S 44 .50 (notaries public);

(30) AS 44,77 (claims against the state);

(31) AS 45.30.040 (mobile homes);

(32) AS 45.55 (Alaska Securities Act);

(33) AS 45 .57 (Takeover Bid Disclosure Act);

(34) AS 46 (w a te r ,  air, energy , a n d  e n v iro n m e n ta l  co n se rv a tio n ) ,

(23) AS 36.30 (State Procurem ent Code), o th e r  than 

AS 36.30.627(a)(2);

o th e r  than  AS 46.03.820, 46.03.850, AS 46.39, anti  AS 46.40;

(35) A S 47.33 (assisted living homes);

(36) [(35)] AS 47.35 (child care);

(37) [(36)] A S 47.45 (longevity bonuses).

* See. 5. This Act takes effect January 1, 2006.
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4/20/2005

During yesterday's hearing on SB 112, a motion was made to 
adopt a committee substitute as a working document. Co- 
Chair Green objected for an explanation.

Senator Bunde, during his explanation of the committee 
substitute, offered a motion to adopt an amendment to that 
committee substitute. Senator Hoffman objected to the 
adoption of that amendment for an explanation.

Co-Chair Green removed her objection to the adoption of the 
committee substitute, but made no announcement that the 
committee substitute was adopted.

Senator Hoffman requested a:i explanation of the committee 
substitute.

Discussion ensued about the committee substitute.

Co-Chair Green indicated the amendment would be addressed 
at the next hearing.

While I'm unsure th a t the motion to adop t an amendment to a comm ittee 
substitu te while a motion to adop t tha t comm ittee subs titu te as a workm g 
docum ent is on the tab le is ou t o f o rde r, the Comm ittee 's common 
p rac tice is to adop t a comm ittee subs titu te as a work ing docum en t befo re 
o ffe ring amendm ents to tha t comm ittee substitu te .

I would recommend tha t Co-Chair Green make a s ta tem en t to express the 
Comm ittee 's in te n t tha t the comm ittee subs titu te was adopted a t the 
prev ious hearing . Sena to r Bunde's motion to adop t the amendment could 
be resta ted fo r c la r ific a tio n .

OR

The motion to adop t the comm ittee subs titu te be reo ffe red and fo rm a lly 
adopted as a w o rk ing document. (This would depend on w he the r the Chair 
w ishes to acknow ledge Senator Hoffman 's reques t fo r an explanation of 
the comm ittee subs titu te as a possib le ob jec tion). The motion to adop t the 
amendment shou ld then be reo ffe red as well.



Alaska State Legislature

Senator Con Bunde 
Senate District P

Vice Chair: Senate Finance Committee 
Chair: Senate Labor & Commerce Committee

Sponsor Statement
Senate Bill 112

“An Act imposing a tax on residents o f regional educational attendance areas;
and providing for an effective date.”

Currently, residents who live in organized, hom e-rule and first class cities all contribute  som e am ount o f  
local revenue for the operations and capital projects o f  their schools. This l o c J  contribution is an 
important aspect o f  education funding, both by expressing a real desire to contribute to the quality  o f  
education for A laskan students and by aiding in the ever-increasing cost o f  provid ing  an adequate 
education.

SB 112 provides an equal opportunity to all residents o f  Alaska to support education. Currently , there are 
19 Regional Education A ttendance Areas (REA A s) in Alaska that do not have local taxes to provide 
funding for local schools. SB 112 imposes an annual tax on residents living in R E A A s that have no local 
tax authority to help support their schools. The A laska  Departm ent o f  Revenue estim ates residents living 
in unorganized boroughs earned an income o f  $505 million dollars in fiscal year 2004. This  bill a llows 
schools and A laska’s children lo benefit from this earned income.

SB 112 provides that the annual tax will be calculated by using the average dollar am ount residents o f  
organized boroughs contribute to local schools. This num ber will be used as a  base for the contribution o f  
residents 21 years and older who live in REAAs.

SB 112 advances the State o f  A laska  twofold. First, the proposed tax would generate nearly  13 million 
dollars in the first year  alone that would directly benefit A laska’s schools. Secondly , it would  bring 
Alaska m ore in line with the ideals that the Constitution o f  the State is founded on. A rticle  1, Section 1, 
reads, in part ‘‘. . . tha t  all persons are equal and entitled to equal rights, opportunities, and protection under 
the law; and that all persons have corresponding obligations to the people and the State”.

I urge your support and passage o f  SB 112.



Conceptual Outline 
Education Head Tax on Individuals 21 + Years of Age Residing in the 

Unorganized Borough Outside Home-Rule and First-Class Cities

Annual Determination of the Amount of the Tax.

Conceptually, it has been proposed that the amount of the education head tax would be 
determined annually by dividing the total local contributions required of borough school 
districts under AS 14.17.410(b)(2) by the total estimated population of individuals 21 years 
of age and older residing within organized boroughs.

Of course, the particular terms of the components of the tax formula would have to be 
carefully defined in the law. For example, the law might require the State Demographer to 
annually estimate the population of individuals 21 years of age and older residing within 
organized boroughs. That formal estimate might then be used in the calculation of the 
amount of tax to be levied annually.

Ballpark Estimate of the Amount ofthe Head Tax Based on Most Current Data 
Available.

For FY 2005, AS 14.17.410(b)(2) required a total of $161,827,356 in local contributions 
from organized boroughs.

The Demographics Unit of the Alaska Department of Labor and Workforce Development, 
Research & Analysis, estimates that there were 574,377 individuals residing within the 16 
organized boroughs in 2004. Further, the Demographics Unit also provided data that 
indicate, on average, approximately 66.0 percent of the population in those 16 organized 
boroughs was 21 years of age or older at the time of the 2000 census. Applying that 
percentage to the estimated 2004 population results in an estimate that 379,136 
individuals 21 years of age and older resided within the 16 organized boroughs in 2004.

Using the foregoing figures, the FY 2005 local contributions in support of schools required 
of boroughs under AS 14.17.410(b)(2) was equivalent to $426.83 for each of the 
estimated 379,136 individuals 21 years of age and older residing within the 16 organized 
boroughs in 2004.

Ballpark Estimate of the Amount of Revenue That Would be Generated bv the 
Education Head Tax.

The aforementioned Demographics Unit estimates that 81,058 individuals resided within 
the unorganized borough in 2004. The Demographics Unit also provided data that 
indicate, on average, approximately 61.6 percent of the population in the unorganized 
borough was 21 years of age or older at the time of the 2000 census. Applying that 
percentage to the estimated 2004 population results in an estimate that 49,963 individuals 
21 years of age and older resided within the unorganized borough in 2004.



There are 18 home-rule and first-class cities in the unorganized borough. Each of those 
cities is required to operate a city school district. Moreover, each city school district is 
subject to the same requirement as a borough school district for a iocal contribution under 
AS 14.17.410(b)(2). Thus, if the policy objectives of a head tax are strictly to (1) provide 
taxpayer equity statewide and (2) remove a major disincentive for borough incorporation 
among residents of the unorganized borough outside home-rule and first-class cities, then 
residents of those 18 home-rule and first-class cities should be exempt from the tax.

The Demographics Unit estimates that 28,510 individuals resided within ti j  18 home-rule 
and first-class cities in the unorganized borough in 2004. The Demographics Unit also 
provided data that indicate, on average, about 69.1 percent of the population within the 18 
home-rule and first-class cities in the unorganized borough was 21 years of age or older at 
the time of the 2000 census. Applying that percentage to the estimated 2004 population, 
results in an estimate that 19,700 individuals 21 years of age and older resided within the 
18 home-rule and first-class cities in the unorganized borough in 2004. If that figure is 
subtracted from the 49,963 individuals noted above, it is projected that 30,263 individuals 
21 years of age and older resided within the unorganized borough outside of home-rule 
and first-class cities in 2004.

If each of those 30,263 individuals paid a head tax of $426.83, it would generate 
$12,917,156.



FY04 WAGES AND AVERAGE EMPLOYMENT 
(IN THE UNORGANIZED BOROUGH)

Categorized by REAA School Districts - Sorted Alphabetically

REAA

WAGES PAID & TYPE 

GOVT PRIVATE TOTAL

AVE. MONTHLY EMPLOYMENT 

GOVT PRIVATE TOTAL

AK GATEWAY 11,149,649 7,605,042 18,754,691 357 372 729
ALEUTIAN REGION 411,766 610,113 1,021,879 28 29 57
ANNETTE ISLAND 10,827,783 3,049,529 13,877,312 361 147 508
BERING STRAIT 23,127,869 8,175.351 31,303,220 1,178 508 1,686
CHATHAM 1 3,777,492 3,212,375 6,989,867 133 132 265
CHUGACH 2,268,841 6,276,205 8,545,046 74 216 290

COPI’ER RIVER 11,719,424 26,730,801 38,450,225 339 762 1,101

DELTA-GREELEY 17,931,104 36,408,916 54,340,020 346 823 1,169

IDITAROD 7,108,491 2,581,482 9,689,973 263 125 388
KASHUNAMIUT 2 9,484,622 5,353,044 14,837,666 516 257 773

KUSPUK 6,247,799 4,843,116 11,090,915 257 170 427

LOWER KUSKOKWIM 1 38,532,460 56,915,181 95,447,641 1,457 1,806 3,263

LOWER YUKON2 9,484,622 5.353,044 14,837,666 516 257 773

PRIBILOE ISLAND 5,711,875 3,379,367 9,091,242 173 100 273

SE REGION 4 4,580,996 7,294,999 11,875,995 164 282 446

SW REGION 5 14,046,279 23,881,544 37,927,823 467 747 1,214

YUKON FLATS 7,414,689 11.066,275 18,480,964 335 204 539

YUKON-KOYUKUK 4,933,709 4,327,555 9,261,264 240 118 358
Y U P ir r 3 38,532,460 56,915.181 95,447,641 1,457 1,806 3,263

TOTALS: $ 227,291,930 $ 273,979,120 $ 501,271,050 8,661 8,861 17,522
1, Amounts tellect 1/3 ol the C h a t h a m / H o o n a l i 'P e l ic u n  census sub-area 4 Amounts reflect 1/3 ot Iho S o u t h e a s t  I s t a n d / C r a ig  C it y /K t aw o c k  C i t y  census sub area

2. Amounts rolled 1/3 ol tho l  o w e r  Y u k o n /K a sh u n n m iu t/ S t . M a r y 's  census sub area 5 Amounts rolloct 1/2 ol tho S o u t h w e l  l  P e g to n T M I In g h a m  C it y  S c h o o l  census sub-area

3 Amounts relied 1/2 ol Iho L o w e r  K u sk o k m u Y Y u p iit  ennsus sub- rea

Distributed by: Senator Gary Wilken Source: AK Dept. Labor Workforce Development



Selected 2000 Census Characteristics & 2004 Estimates for Boroughs/Census Areas

April 1, 2000 Census
O rgan ized Boroughs Total Population Age 18+ % of Pop Age 21 + % of Pop

Aleutians East 2,697 2,243 83.2 2,136 . 79.2
Anchorage 260,283 184,212 70.9 173,564 66.7
Bristol Bay 1,258 864 68.7 825 65.6
Denali 1,893 1,443 76.2 1,398 73.9
Fairbanks North Star 82,840 57,921 69.9 53,732 64.9
Haines 2,392 1,779 74.4 1,719 71.9
Juneau 30,711 22,294 72.6 21,153 68.9
Kenai Peninsu la 49,691 34,832 70.1 33,091 66.6
Ketchikan Gateway 14,070 10,106 71.8 9,594 68.2
Kodiak Is land 13,913 5,399 67.6 8,901 64.0
Lake & Peninsu la 1,823 1,134 62.2 1,043 57.2
Mat-Su 59,322 40,212 67.8 37,938 64.0
North Slope 7,385 4,566 61.8 4,229 57.3
Northwest Arctic 7,208 4,218 58.5 3,881 53.8
Sitka 8,835 6,436 72.8 6,063 68.6
Yakuta l 808 581 71.9 560 69.3

April 1, 2000 Census
Unorganized Borough Total Population Age 18+ % of Pop Age 21 + % of Pop

A leutians W es t 5465 4526 82.8 4374 80
Bethel 16006 9629 60.2 8909 55.7
Dillingham 4922 3045 61.9 2871 58,3
Nome 9196 5780 62.9 5405 58.8
Prince of Wales-Outer Ketchikan 6146 4243 69 4024 65.5
Skagway-Hoonah-Angoon 3436 2516 73.2 2397 69.8
Southeas t Fa irbanks 6174 4150 67.2 3925 63.6
Valdez-Cordova 10195 7176 70.4 6824 66.9
W ade  Hampton 7028 3754 53.4 3416 48.6
Wrangell-Petersburg 6684 4699 70.3 4530 67.8
Yukon-Koyukuk 6551 4257 65 3972 60.6

Source: 2000 C en su s  of Population & Housing, Demographic Profiles & Dept, of Labor & 
Workforce Development, Research & Analysis, Demographics Units

Se lec ted 2000 Censu s Characteristics & 2004 Estimates for Home Rule & First C la ss Cities with less  tha
April 1, 2000 Census

Home Rule & First C la ss Cities Total Population Age 18+ % of Pop Age 21+ % of Pop

Total
Pelican 163 123 75.5 120 73.6



Tanana 308 201 65.3 185 60.1
Hydaburg 308 201 65.3 185 60.1
Skagway 862 685 79.5 671 77.8
St. Mary’s 862 685 79.5 671 77.8
Klawock 854 597 69.9 562 65.8
Kake 710 470 66.2 452 63.7
Hoonah 860 609 70.8 562 65.3
Nenana 402 291 72.4 279 69.4
Galena 675 422 62.5 392 58.1

Se lec ted 2000 C en su s  Characterist ics & 2004 Est im ates for Home Rule & First C la s s  Cities with more  th

Home Rule & First C la s s  Cities
Craig
Wrangell
Unalaska
Cordova
Dillingham
Petersburg
Nome
Valdez

April 1, 2000 Census
Total Population Age 18+

1,397 952
2,308 1,630
4,283 3,659
2,454 1,768
2,466 1,612
3,224 2,263
3,505 2,387
4,036 2,838

Pop Age 21 + % of Pop
68.1 907 64.9
70.6 1,574 68.2
85.4 3,549 82.9
72.0 1,677 68.3
65.4 1,538 . 62.4
70.2 2,177 67.5
68.1 2,268 64.7
70.3 2,702 66.3
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DOLWD 2004 
Population Estimate

2,629
277,498

1,096
1,842

84.979 
2,245

30,966
50.980 
13,030 
13,466
1,603

70,148
7,104
7,306
8,805

680

DOLWD 2004 
Population Estimate

5,239
16,853
4,845
9,403
5,548
3,101
6,192
9,959
7,394
6,247
6,277

,n 250 Resident S tudents Enrolled 
DOLWD 2004 
Population Estimate

118



an 250 Resident S tudents Enrolled

DOLWD 2004 
Population Estimate 

1,127 
2,023 
4,366 
2,298 
2,422 
3,123 
3,473 
3,749



Local Boundary Commission Report to the First Session of the Twenty-Fourth Alaska State Legislature

Appendix B

Synopsis of Matanuska-Susitna Borough School District v. 
State> 931 P.2d 391 (Alaska 1997)

In 1997, the Alaska Supreme Court ruled on an appeal over w he the r the d ive r­
gen t fund ing scheme vio la ted t..e equa l-p ro tec tion clause under Alaska's Con­
s titu tio n . Matanuska-Susitna Borough School District v. State, 931 P.2d 391 
(A laska 1997).

The ru ling , w ritte n by Justice Compton, followed a number o f p rio r cases by 
employ ing "a slid ing scale approach to determ ine the level o f scru tiny th a t is 
requ ired in review ing a challenged sta tu te ." Id., 396. That approach involved 
th ree steps.

The in itia l step was to de te rm ine "w ha t we igh t should be afforded the cons titu ­
tiona l in te res t im paired by the challenged enactm ent." Id. The Court noted 
th a t th is firs t step was "the most im po rtan t variab le in fix ing the appropria te 
level o f review ." Id.

In undertak ing th a t firs t step, the Court followed its 1985 ru ling on the consti­
tu tio n a lity o f the S ta te oil and gas corporation income tax in Atlantic Richfield 
Co. v. State, 705 P.2d 418, 437 (Alaska 1985), holding th a t " '[ t ]h e  in te res t 
invo lved here, freedom from disparate taxa tion , lies a t the low end o f the 
con tinuum o f in te rests protected by the equal pro tection clause.' 1,1 Mata­
nuska-Susitna, 398.

The second step in de te rm in ing the level of scru tiny to be given by the Court 
was an exam ina tion "o f the purposes served by a challenged s ta tu te ." Id., 
396.

1 Th is  ho ld in g  th a t  ” [ t ] h e  in t e r e s t  in vo lv ed  he re , f reedom  from  d i sp a ra te  ta x a t io n , l ie s 
a t  the  low  end  o f th e  co n t in u um  of in te r e s t s  p ro te c ted  b y  th e  equa l p ro te c t ion  c la u se . "  w a s  
from Atlantic Richfield in wh ich  the  s t a t e m e n t  w a s  fo l lowed  b y  foo tno te  55. Tha t foo tno te  
s t a t e d ,  "See Regan v. Taxation with Representation of Washington, 461 U.S. 540, 547, 103 
S.CT. 1997, 2002, 76 L.Ed.2d 129, 138 (1983). See generally P. H a r tm an , supra n o te  8, § 
3.1, a t 131-38."
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In app ly ing the second step in Atlantic Richfield', the Court addressed the pu r­
pose o fth e  s ta tu te in te rm s o f why oil companies were trea ted d iffe re n tly than 
o th e r corpora tions w ith respect to taxation .

Regarding the sta tu te 's purpose, the oil companies claim tha t greed 
and o th e r im prope r motives led the Alaska leg is la ture to enact the 
Oil Tax. The sta te , however, has adequate ly established th a t a 
p rim a ry purpose o fth e  Oil Tax was to rec tify a perceived underes­
tim a tio n o f oil production and pipeline transpo rta tion income th a t 
occurred w ith the application o f an appo rtionm en t fo rm u la . The 
goal was to insure th a t the tax rate assessed to the oil companies 
on th is income was commensurate w ith the rate applicable to the 
income o f o th e r corporations in tne state. Ch. 110, § 1, SLA 1978.
Taxing the oil companies d iffe ren tly to rectify a perceived inequ ity 
was the leg is la ture 's a ttem p t to prevent disparate tre a tm en t; thus, 
the va lid ity o f th is purpose in ligh t o f the companies ' in te res t is 
estab lished.

Atlantic Richfield, 437.

In te rm s o f the second step undertaken w ith respect to the disparate taxa tion 
issue in Matanuska-Susitna, the Court held tha t:

Because the ind iv idua l p la in tiffs ' in terests affected lie "a t the low 
end o f the con tinuum ," we need only exam ine whe the r the state 's 
ob jec tives were leg itim ate . . . . The stated purpose o f the public 
school foundation program tha t provides fo r opera ting cost aid is 
"to assure an equitab le level o f educational oppo rtun ities fo r those 
in attendance in the public schools of the sta te ." AS 14.17 .220 .
This purpose easily meets the required standard o f legitimacy.

Matanuska-Susitna, at 399.

The LBC perceives a critica l d istinction between the two cases in te rm s o f the 
second step. In Atlantic Richfield, the Court clearly established tha t the pu r­
pose o f the challenged s ta tu te had a direct bearing on the d iffe ren t tax tre a t­
m en t accorded oil companies as compared to o the r corporations. The Court 
noted th a t the "p r im a ry purpose" o f the sta tu te "was to rec tify a perceived 
unde res tim a tion o f oil production and pipeline transpo rta tion Income." More­
over, the Court observed tha t the goal o f the sta tu te "was to insure tha t the tax 
ra te assessed to the oil companies on this income was commensura te w ith the
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ra te applicable to the income o f o the r corporations in the sta te ." Indeed, the 
Court even sta ted tha t " [ t ja x in g  the oil companies d iffe ren tly to rec tify a pe r­
ceived inequ ity was the leg is la ture 's a ttem p t to preven t d ispara te tre a tm en t."

However, the second step taken in Matanuska-Susitna, offe rs no exp lanation 
as to how the im position o f a tax burden on one group o f A laskans (i.e ., c it i­
zens o f boroughs and c ity school d is tric ts ) but not on others (i.e ., citizens o f 
REAAs and FTREAAs) serves the purpose o f the s ta tu te (i.e ., "to assure an 
equitab le level o f educational opportun ities fo r those in attendance in the pub­
lic schools o f the sta te ." 2). Instead , the Court s im p ly declared th a t the s ta te ­
m en t o f purpose covering the entire chap te r in AS 14.17 "eas ily meets the 
required standard o f leg itim acy." Again, the sta ted purpose o f AS 14.17 was 
"to assure an equitab le level o f educational opportun ities fo r those in a tte n ­
dance in the public schools o f the sta te ." The LBC does not perceive how d is ­
parate trea tm en t o f Alaskans w ith respect to taxa tion promotes "an equitab le 
level o f educational oppo rtun ities ."

I t is particu la rly puzzling when juxtaposed w ith the Regan case cited in Atlantic 
Richfield (see n. 6 above) on which the Court relied in its analysis. In Regan 
the U.S. Supreme Court sta ted :

The broad discretion as to classification possessed by a leg is la tu re 
in the field o f taxa tion has long been recogn ized.... The passage of 
tim e has only served to underscore the wisdom o f tha t recogn ition 
of the large area o f discretion which is needed by a leg is la tu re in 
fo rm u la ting sound tax policies. Trad itiona lly classification has been 
a device fo r fittin g tax programs to local needs and usages in order 
to achieve an equitab le d is tribu tion o f the tax burden. I t has, 
because o f th is, been pointed ou t tha t in taxa tion , even more than 
in o the r fie lds, leg is la tures possess the grea test freedom in classi­
fica tion . Since the members o f a leg is la ture necessarily en joy a 
fam ilia r ity w ith local conditions which this Court cannot have, th e

; I t  sh ou ld  b e  no ted  th a t  In 1998, AS 14.17.010 - 14.17.250, In c lu d in g  th i s  "p u rpo se "  
s t a t e m e n t ,  w e re  re p ea le d . New p ro v is io n s  w e re  e n a c te d  and  ore cod if ied  a s  AS 14.17.300 - 
14.17.490. The s t a t e m e n t  o f th e  le g i s la t i v e  p u rp o se  of th e  new  p ro v is io n s  Is s u b s t a n t i a l l y  
s im i la r  to the  one e x am in e d  by  th e  Court . The new  s t a tem e n t  is s e t  o u t  In s e c .  1, ch . 03 
Tempora ry  and  Spec ia l Acts .
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presumption of constitutionality can be overcom e only by 
the most explicit demonstration that a classification is a 
hostile  and oppressive discrim ination against particu lar  
persons and classes. The burden is on the one attack ing the 
leg is la tive arrangem ent to negate every conceivable basis which 
m igh t suppo rt it." Madden v. Kentucky, 309 U.S. 83, 87-88 , 60 
S.Ct. 406, 407 -408 , 84 L.Ed. 590 (1940) (foo tno tes om itted ).

Regan, at 547 (emphasis added).

I t  is ce rta in ly arguable tha t requiring a local con tribu tion fo r education only by 
boroughs and hom e-ru le and first-c lass cities in the unorganized borough and 
none by REAAs and FTREAAs is a type o f classification. Given the increasing 
burden th a t the "local con tribu tion " requ irem ent (i.e ., ta x ) has placed on bor­
oughs and cities tha t operate schools -  more than $800 m illion over the past 
five years alone -  it is fu rth e r arguable tha t it has become an oppressive dis­
c rim ina tion th a t should be remedied.

In te rm s o f the fina l step in Matanuska-Susitna, the Court again fo llowed ru l­
ings in severa l previous cases. The Court sta ted :

Because the indiv idual in terests affected lie "a t the low end o f the 
slid ing scale," we need only find a "fa ir and substan tia l re la tion ­
sh ip " between means and ends. . . .

. . . REAAs are constitu tiona lly unable to tax. Alaska Const. A rt. X,
§ 2. The State argues tha t " [ t ]h e  s ta tu to ry tre a tm en t o f municipal 
d is tric ts and REAAs is warranted based on the constitu tiona l d iffe r­
ences between these two en tities ." The ind iv idua l p la in tiffs argue 
th a t the S ta te itse lf could tax REAAs fo r REAA school expenses, 
since " [ t ]h e  leg is la ture . . . may exercise any power or function in 
an unorganized borough which the assembly may exercise in an 
organized borough." Alaska Const. Art. X, § 6. They argue tha t the 
ava ilab ility o f th is option of d irec tly taxing REAAs fo r REAA school 
purposes underm ines the State's justifica tion fo r the disparate trea t­
m en t inhe ren t in the means chosen.

The p la in tiffs demand more o f the State than equal pro tection re ­
qu ires, however.

Id ., a t 399.
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The same conclusions regard ing the Regan analysis applies equa lly here.

While the Court dete rm ined in Matanuska-Susitna tha t concerns over perceived 
inequ ities regard ing taxa tion did not v io la te the equa l-p ro tec tion clause under 
Alaska's Constitu tion , concerns over the issue remain. As noted by Justices 
Matthews and Rabinow itz in th e ir concurring sta tem ents in Matanuska-Sus­
itna , the proper venue fo r reso lu tion o f the issue is the Alaska Legis la ture . 
Justices Matthews and Rabinow itz noted tha t "any availab le remedy m us t be 
pursued th rough m a jo ritian processes ra the r than th rough the courts ." Id ., a t 
406.

I t  is no tew o rthy th a t no fewer than nine proposals were in troduced in the 
Alaska Legis la ture over the past decade to address the issue o f equ ity . For 
example Senate Bill No. 30 in the 20th Legislature included a find ing th a t "the 
righ ts , oppo rtun ities , and obliga tions o f borough residents are no t equal to 
those o f residents in the unorganized borough, particu la rly in respect to edu­
ca tion , taxa tion , and land use regu la tion , and th a t th is is no t in keeping w ith 
a rt. I, sec. 1, o f th e  Constitu tion o f th e  State o f Alaska, tha t sta tes in p a r t , '. .
. th a t all persons are equal and entitled to equal righ ts , oppo rtun ities , and 
pro tec tion under the law ; and th a t all persons have corresponding ob liga tions 
to the people and to the S tate '." SB 30 provided fo r the levy o f a s ix -m il! 
p rope rty tax levy w ith in each o f several unorganized boroughs (exclud ing the 
te rr ito ry w ith in hom e-ru le and first-c lass cities) established along the model 
boundaries iden tified by the LBC.3

While no t addressed by the Court in Matanuska-Susitna, adding to the con­
cerns ove r inequ ity is the fact th a t the overwhe lm ing m a jo rity o f those sub jec t 
to the local con tribu tion requ irem en t live in d is tric ts tha t were incorpora ted by 
a 1963 leg is la tive mandate to incorpora te e igh t specific areas o f Alaska. More 
than 95 percent o f borough residents live in boroughs th a t were m andated to 
incorpora te under the 1963 Mandatory Borough Act. The Legisla ture has made 
no s im ila r enactm en t subsequent to 1963 to ensure tha t residents o f o th e r 
areas o f the unorganized borough tha t possess the fiscal and adm in is tra tive 
capacity to operate boroughs incorpora te boroughs.

’O th e r  b i l l s  a d d r e s s in g  th e  i s s u e  o f e q u i t y  in c lu d e  HB 470 in th e  23rd L e g is la tu r e ;  HB 
2, in th e  22nd L eg is la tu re ;  SB 142, SB 146, SB 337, and  HB 205 in th e  20th L e g is la tu r e ;  a n d  
SP  ’’80 an d  HB 250 in th e  19th L eg is la tu re .
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troub led sta te o f affa irs regard ing in ­
corpora tion o f boroughs is viewed by 
some as the product o f deferring d iff i­
cu lt decisions over challenging issues. 
I f progress is going to be made in tha t 
regard , those challenging issues must 
be addressed.

Senator Sturgulewski remarked in tha t 
regard to the LBC at its 
January 5, 2005, meet­
ing t h a t . . about the 
controversy, it's never 
easy, but you 're also in 
a position as members 
o f th is cons titu tiona lly - 
mandated comm ission 

to take the overview and to really iden­
t ify  those areas th a t need to be taken 
care of."

1. Tax the Unorganized  
Borough.

The previously cited Task Force of Gov­
e rnm en ta l Roles estab lished by the 
1991 Leg is la tu re took the pos ition 
tha t, "A ll citizens should bear a fa ir 
po rtion o f the cost o f basic hea lth , 
education and public pro tection se r­
v ices." Task Force Final Report, p. 2. 
Moreover, the Final Report of the Task 
Force sta ted :

Task Force m em bers stopped 
sho rt o f endors ing m anda to ry 
borough fo rm a tio n leg is la tion 
but agreed tha t continued fo r­
m a tion o f add itio na l borough 
gove rnm en ts should be a p ri­
m ary sta te policy goal.

Experience has show n  
e sta b lish m e n t  of b o r­
oughs to be primarily a 
function of the econom ­
ic se lf-interest of resi­
d e n ts .  W h ile  lo ca l  
control is an incentive, it 
is generally outweighed  
by residents' aversion to 
paying local ta x e s  for  
services (e.g., education  
in [regional educational 
attendance areas]) that 
are currently  provided  
by the state at no cost.
The Task Force position is 
tha t the inequ ity in tax bur­
den between residents o f 
municipalities and residents 
o fth e unorganized borough 
is b e t te r add re ssed via 
state fiscal policies (taxes, 
shared revenue programs, 
education foundation fund ­
ing and municipal gran ts) 
than by imposing areaw ide 
governm ent on people who 
do not want it.

Id., at 15, emphasis added.

An example of such aversion is readily 
apparent in a bulle tin furn ished to LBC 
s ta ff in 2004 and set out on page 117. 
I t is no teworthy th a t the bulle tin op ­
poses borough fo rm ation bu t at the 
same tim e acknow ledges th a t th e 
economy o f the area (D e lta /G ree ly ) is 
prosperous. A sound economy is one
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"A ll citizens should bear a fair 
portion of the cost of basic health, 

education and public protection 
services."

1991 Task Force on Governmenta l Roles

o f the key reasons supporting borough 
fo rm a tion . This issue is well-covered 
in Borough Government in Alaska:

I t  was decided tha t, a lthough 
vo lun ta ry incorporation would be 
pre fe rab le , organized boroughs 
could be created w ithou t the ap­
proval o f the people w ith in the 
area. The ra tiona le behind this 
position o f un ila te ra l sta te ac­
tions was th a t the borough:

. . .  is more than ju s t a un it 
o f local gove rnm en t. I t is 
also a un it fo r carry ing out 
wha t otherw ise go t carried 
ou t as sta te functions; and 
w h e n  a c e r ta in  a re a  
r e a c h e s  a p o s it io n  
w h e re  it can  s u p p o rt  
certain services and act 
in its  o w n  b e h a lf ,  it 
s h o u ld  ta k e  on th e  
b u rd e n  o f  its  ow n  
governm ent.

Id ., at 61, emphasis added, footnotes 
om itte d .

A 1984 study by the Uni­
vers ity of Alaska concluded 
th a t the prospect o f taxes 
was one of the forem ost dis­
incentives to borough fo r­
mation. See Alaska's Urban 
and Rural Governments, 
p. 43.

The S tate could e lim ina te 
tha t fundamenta l de te rren t 

to borough form ation by imposing an 
appropria te tax burden on the uno r­
ganized borough. Four options are ex­
plored below.

f a ) P rope r ty  Taxes.

Among the various tax options, the 
LBC antic ipates tha t residents o f the 
unorganized borough m igh t least p re ­
fe r prope rty taxes, because all resi­
dents would not un ifo rm ly share the 
burden o f such. That concern, how ­
ever, exists w ith respect to p rope rty 
taxes levied by any municipal gove rn ­
m en t in Alaska. (See AS 29 .45 .030 
fo r mandatory exemptions from m u­
nicipal property taxes.; Thus, the an ­
tic ipated concern is not unique to the 
unorganized borough.

N o tw iths tand ing its an tic ipa ted un ­
popularity, imposition of a property tax 
on the unorganized borough would aid 
the Legislature and executive branch 
in planning. (See AS 14 .17 .510 (a )). 
Moreover, estab lishm ent o f p rope rty 
tax rolls fo r the unorganized borough 
would facilita te trans ition o f areas to
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2004 WOLFPAC bu l le t in  opposing bo rough  fo rm a t ion

organized sta tus, since local con tribu ­
tions requ ired o f boroughs under AS 
14 .17 .410 (b )(2 ) are based on the tax ­
able value o f property.

Given the general lack o f prope rty tax 
ro lls fo r the unorganized borough, the 
LBC recognizes tha t an ad valorem 
p rope rty tax on the unorganized bor­

ough wou ld re ­
qu ire an inaugu ­
ral in ve s tm en t.51 
To pay the cost 
o f e s ta b lis h in g  
th e  ta x , th e  
S ta te could use 
wha t would be a 
re la t iv e ly sm a ll 
p o r t io n  o f its  
w indfa ll from re ­
c e n t h ig h e r oil 
prices. Any cost 
could be recov­
ered th rough fu ­
tu re  ta x le v ie s 
on the uno rg a ­
nized borough.

The LBC no te s 
tha t a prope rty tax on te rrito ry , inch id- 
ing tha t which today is the en tire un ­
organized borough, has a precedent. 
The Territo ry o f Alaska estab lished a 
te rr ito ry -w id e p ro pe rty tax fif ty -s ix  
years ago. As noted below, th a t tax 
was specifica lly in tended to address 
the very issue o f tax inequ ity :

s lThe o ff ice  o f the S ta te  A sse sso r , c u r re n t ly  s ta f f e d  b y  two in d iv id u a ls ,  h a s  sp e n t  c o n s id ­
e ra b le  t im e  s in ce  A ugu s t  2004 e s t im a t in g  the  v a lu e  o f t a x a b le  p rope r ty  in th e  Upper Tanana 
Bas in  port ion o f th e  uno rg an ize d  bo rough  (De lta  G ree ly  REAA and  A la ska  G a tew a y  REAA). 
The e f fo r t  is d e s ig n e d  to g iv e  loca l r e s id en ts  ( in c lud ing th o se  d e ve lo p in g  a pe t it ion  fo r b o r ­
ough  inco rporat ion) and S ta te  po licy m ak e r s  an up-to-date e s t im a te  o f th e  reg ion 's  ta x  b a s e .  
The p ro je c t  d o e s  no t , however , in vo lv e  th e  d e v e lo pm en t  o f fo rm a l ta x  ro l ls . The S ta t e  A s s e s ­
s o r  p ro je c t s  th a t  th e  fie ld wo rk  will b e  com p le ted  b y  the  end  o f  J a n u a ry  2005 an d  th a t  th e  
p rop e r ty  v a lu e  e s t im a te s  w il l be  p repa red  b y  m id-February . To u n d e r ta k e  s im i la r  e f fo r t s  
th ro u g h o u t  th e  rem a in d e r  o f th e  uno rg an ize d  bo rough  wou ld  re q u ir e  a d d i t io n a l r e s o u r c e s  fo r 
th e  o ff ice o f th e  S ta te  A ssesso r .
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The 1949 Territorial Legislature eliminated inequities in taxes for schools through a
Territory-wide property tax.

Under Territo ria l law, those who 
lived in a city or school d is tr ic t 
were requ ired in all instances to 
provide a substan tia l portion of 
the cost o f education. . . .

The T e rr ito r ia l Leg is la tu re o f 
1949, which was contro lled by 
the Democratic Party and oper­
ated unde r the influence o f a 
s tro n g D em oc ra tic gove rno r, 
E rnes t G ruen ing (now United 
S tates Sena to r), made an in itia l 
a ttem p t to provide some re lie f 
from these inequ ities by enact­
ing a T e r r ito ry -w id e  gene ra l 
p ro p e r ty ta x . The proceeds 
were refunded to the local en­
t i ty  if collected in an incorpo­
ra ted c ity , schoo l d is tr ic t, o r 
public u tility d is tric t. I f the area 
was not incorpora ted, the pro ­
ceeds went into the treasu ry of 
the Territory. The merits o f a 
prope rty tax are not germane to 
th is chapter. What is pertinen t

is tha t the measure was an a t­
tem p t to equalize the tax bu r­
den by requ iring those in the 
unincorporated areas to con trib ­
ute someth ing to the cost o f the 
services received. This re fo rm , 
however, was short-lived .

The m a tte r of a Territoria l tax 
becam e a p a r t is a n p o lit ic a l 
is s u e . The e le c t io n  o f a
Repub lican P re s id en t o f th e 
U n ite d S ta te s and th e  
ap p o in tm e n t o f a Repub lican 
gove rn o r fo r the T e rr ito ry o f 
Alaska resulted in the repeal o f 
the property tax act by the 1953 
Republican-controlled Territoria l 
L e g is la tu re . T h e re w e re 
substan tia l m ining and fish ing 
in te re s ts wh ich were g re a tly 
opposed to the tax ; as were the 
h om e s te a d e rs , tra p p e rs , 
In d ia n s , and Esk im os. Th is 
c o m b in a t io n  f i rm ly  re ­
e s ta b lish ed the tax in e q u ity
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favoring those who were getting 
free services from  the Territo ry 
by re fu s in g  and fa i l in g  to 
incorpora te . I t appeared tha t to 
equa lize ta xes in A laska one 
would need -  and perhaps must 
crea te -  a vested in te re s t to 
p ro te c t th e  ta x  re fo rm  and 
c om b a t th e  in te re s ts  w h ich 
bene fited fin an c ia lly from  the 
inequ ity .

Metropolitan Experiment, pp. 8 7 -8 8 .

S ta te Leg is la to rs have in troduced a 
num ber o f proposals to impose prop­
e rty taxes on the unorganized borough 
in th e pas t. None, however, has 
passed. A recen t example o f such a 
proposal is House Bill No. 2 introduced 
in the 22nd Legis la ture , which p ro ­
posed a 10 -m ill p rope rty ta x on the 
unorganized borough outside home- 
ru le and firs t-c lass cities.

The provis ion in House Bill No. 2 ex­
em pting hom e-ru le and firs t-c lass c it­
ie s in th e  u n o rg a n iz e d  b o ro u g h 
p resum ab ly stemmed from the fact 
tha t those cities have most o f the same 
duties as organized boroughs (educa­
tion , p la tting , p lann ing , and land use 
regu la tion). While jus tified if the policy 
debate is lim ited s tr ic tly to the issue 
o f equ ity , such an exem ption e lim i­
na tes the incen tive fo r residents o f 
those cities to become part o f a bor­
ough gove rnm en t.

<

House Bill No. 2, 22nd 
Legislature

I f the Legisla ture considers a prope rty 
tax levy on the unorganized borough 
in the fu tu re , the LBC urges pruden t 
cons ide ra tion o f a lte rn a tiv e s to an 
across-the-board exemption fo r home- 
rule and firs t-c lass cities in the uno r­
g an ize d b o ro u g h . I f  in c lin e d  to 
recognize the local responsib ilities o f 
home-ru le and firs t-c lass cities in the 
unorganized borough bu t reta in some 
degree o f incen tive , the Legis la ture 
could provide fo r a partia l rebate o f 
taxes to hom e-ru le and firs t-c lass c it­
ies. Given the public policy set long 
ago by the Legislature in AS 14.12.025 
to promote new school d is tric ts w ith 
at least 250 studen ts , the Legisla ture 
m igh t consider lim iting any partia l re ­
bate to ju s t those home-ru le or firs t- 
class cities w ith a t least 250 resident 
s tuden ts .52

'Ten of the eighteen home-rule and first-class cities in the unorganized borough have 
fewer than 250 resident students.
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(b ) Sales Taxes.

The 1991 Task Force on Governmen­
ta l Roles offe red the fo llow ing insights 
regard ing the prospect o f a sales tax :

The sales tax is not particu la rly 
costly o r d iffic u lt fo r the state to 
adm in is ter, hence its popu la rity 
among states. Since it is col­
lected from  sellers a t the retail 
level, the re are few er re tu rns to 
deal w ith than in the case o f an 
income tax . Many states w ith 
both sta te and local general sale 
taxes gain adm in is tra tive e ffi­
ciency by piggybacking local tax 
collection onto the sta te *ax sys­
tem . The main advantages o f a 
sales tax are th a t it can be de­
signed so th a t revenue grows in 
proportion w ith the economy, it 
is re la tive ly popu la r w ith voters 
(p robab ly because it is paid in 
small am oun ts ), and it captures 
revenues from  non res iden ts .
The main disadvantages are its 
reg ress iv ity [s ic ] and the fact 
tha t it is not deductib le from fed­
eral income tax.

Task Force members brough t up 
additiona l considerations. To be 
effic ien tly collected by the state, 
a sales tax would have to be 
un ifo rm w ith respect to exemp­
tions. This would e lim ina te the 
local option to apply the sales 
tax narrow ly (e.g ., only on fish 
sales, ho te l/m o te l use, tobacco 
sales, e tc .) o r broadly. A sta te ­

w ide sales tax would in fringe on 
m un ic ipa lities ' ab ility to express 
soc ia l po licy w ith re sp e c t to 
taxation o f food, residential rent, 
home heating oil, etc. Munici­
pal offic ia ls m igh t also be leery 
o f p iggyback ing on to a s ta te 
sales tax fo r fear tha t the sta te 
would gradua lly take over the 
en tire sales tax and leave litt le 
o r noth ing fo r munic ipa lities .

Task Force Final Report, pp. 41 -42 .

The LBC is aware th a t the Alaska Mu­
nicipal League opposes the prospect 
o f a sta tew ide sales tax:

The League vigo rous ly defends 
sales tax as a local op tion to 
main ta in contro l over th is key
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local revenue source. Im pos i­
tion o f a S ta te sales tax would 
jeopa rd ize local econom ics and 
cause a reduction in municipal 
sales tax .

A laska Municipal League, 2005 Policy 
Statement, Part I -A - l- e .

The Alaska Municipa l League m igh t 
oppose a sales tax on the unorganized 
borough as well. The LBC notes, how­
ever, th a t such a tax would be the 
equ iva len t o f a sales tax imposed by a 
borough assembly, since it would be 
enacted by the Legis la ture under its 
au th o rity to act as the asse mbly o f the 
unorgan ized borough.

The preceding comments by the LBC 
regard ing the prospect o f exempting 
hom e -ru le and firs t-c lass cities in the 
unorgan ized borough from a prope rty 
ta x  a p p ly  h e re as w e ll. In th e  
Comm iss ion 's view , the re is ye t an­
o th e r s ig n ific a n t reason fo r not ex­
em p tin g hom e -ru le and firs t-c la s s 
cities from  a sales tax on the unorga­
nized borough . Unorganized borough 
residen ts who live in r-eas adjo in ing 
hom e-ru le and firs t-c lass cities in the 
uno rgan ized bo rough , bu t shop in 
those cities , would e ffec tive ly receive 
the exem p tion . For example, an es ti­
mated 162 individuals reside in the un­
in c o rp o ra te d  a re a a d jo in in g  th e 
boundaries o f the home-ru le C ity o f 
Petersburg, See: Petition for Annex­
ation to the City o f Petersburg, Octo­
ber 2004, p. 8.

(c) Employment Tax.

As is the case w ith property taxes, leg­
is la to rs have p rev ious ly in troduced 
measures to levy em p loym en t taxes 
on the unorganized borough. For ex­
ample, Senate Bill No. 146, introduced 
in the 20th Legislature, proposed to 
levy an em p loym en t tax upon each 
employee who receives compensation 
fo r services performed in the unorga­
nized borough outside o f a home-ru le 
oi firs t-c lass city. Earnings from busi­
ness activ ities o f se lf-em ployed ind i­
v iduals conducted in the unorganized 
borough ou ts ide o f a hom e -ru le or 
firs t-c lass c ity would also have been 
sub ject to the tax.

The Commission's views regard ing the 
prospect o f exempting home-ru le and 
firs t-c la ss cities in the unorgan ized 
borough from a prope rty tax o r sales 
tax apply here as well. Residents o f 
the unorganized borough who live in 
unincorporated areas adjo in ing home- 
rule and first-c lass cities in the unor­
ganized borough but are employed in 
those cities would have, effectively, re­
ce ived the e xem p tio n . As no ted 
above , fo r exam p le , an es tim a ted 
162 indiv iduals reside in the un incor­
porated area adjo in ing the boundaries 
o f the home-ru le C ity o f Petersburg.

January 2005 Page 121



Local Boundary Commission Report to the First Session of the Twenty-Fourth Alaska Jtate Legislature

■ n n n n H n i R s u —   _

A head tax on the unorgainzed 
borough is equivalent to the school tax 

paid by residents of organized 
boroughs would generate between 

$15 million and $23 million annually, 
depending on policy decisions 

regarding applicability of the tax.

( s Q M s a d- Tex,

Im pos ition o f a un ifo rm tax on resi­
dents o f the unorganized borough is 
ano the r option . One o f the obvious 
advantages o f such a tax is its s im ­
plic ity.

As was prev ious ly discussed w ith re ­
gard to o the r prospective taxes on the 
unorganized borough, a policy de te r­
m ina tion would be necessary to de­
cide who would be sub jec t to the tax. 
I f  the purpose o f <he tax were lim ited 
to equ ity and fiscal considerations, the 
tax m igh t apply only to those residents 
o fth e  unorganized borough outside of 
hom e-ru le and firs t-c lass cities. If, in 
add ition to equ ity and fiscal consider­
a tions, the tax policy were aimed at 
p rom o tin g  c o n s o lid a t io n  o f sm a ll 
school d is tric ts (those w ith fewer than 
250 re s id e n t s tu d e n ts  p e r 
AS 14 .12 .025 ), the tax m igh t also ap ­
ply to residents o f the ten home-ru le 
and firs t-c lass cit.es tha t serve fewer 
than 250 resident students. I f the tax

policy were also in ­
tended to p rom o te 
borough inco rpo ra ­
tion , the ta x m igh t 
apply to all residents 
o f the unorgan ized 
borough.

In FY 2005 , o rg a ­
nized boroughs were 
c om p e lle d  by 
AS 14 .1 7 .4 10 (b )(2 ) 

to pay $161 ,827 ,356 in "loca l con tr i­
bu tions" fo r schools. Tha t is equ iva ­
le n t to $ 2 8 5 .2 4  fo r each o f th e 
567,343 residents o f organized be. 
oughs. An equ iva len t tax on each o f 
the 52,618 ind iv idua ls resid ing in the 
unorganized borough outside o f home- 
rule and firs t-c lass cities would gen­
e ra te  $ 1 5 ,0 0 8 ,7 5 8 . I f  th e  
5,869 residents o f c ity school d is tric ts 
w ith fewer than 250 res iden t studen ts 
were also sub jec t to the tax , it would 
in c re a s e th e  a n n u a l re v e n u e  by 
$1 ,674 ,074 . I f the tax were applied 
to all residents o f the unorganized bor­
ough, it would genera te an add itiona l 
$6 ,557 ,097 . Thus, a head tax on the 
unorganized borough th a t is equ iva ­
len t to the school tax paid by residents 
o f organized boroughs would gene r­
a te between $15 m illion and $23 m il­
lion annua lly , depend ing on po licy 
decisions regard ing app licab ility o fth e  
tax.
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(b ) Motor vehicles sub ject to 
the m o to r vehicle reg is tra tion 
tax under AS 28.10.431 shall be 
trea ted as taxab le prope rty un­
der th is section.

3. C oncerns O v e r  th e  
R equ ired  Local Contribution  
Provision.

Concerns have long been expressed 
by some th a t the "requ ired local con­
tr ib u tio n " (i.e ., the "S ta te ta x " selec­
tiv e ly levied on organized boroughs 
and cities tha t operate school distric ts) 
is prob lem a tic in two fundamenta l re ­
spects. The firs t is th a t it is inequ i­
tab le -  perhaps even unconstitu tiona l. 
The second is th a t it am ounts to a 
breach of prom ise on the part o f the 
S ta te o f Alaska.

fa ) Concerns Over 
Inequity .

The concerns over inequ ity stem from 
the fac t th a t the provision fo r the re ­
qu ired local con tribu tion applies only 
to a pa rticu la r class o f Alaskans (i.e ., 
residents o f boroughs and residents 
o f hom e-ru le and first-c lass cities in 
the unorganized borough) and tha t no 
rationa l basis exists (e.g., Fiscal capac­
ity to suppo rt schools) to distingu ish 
th a t class from the remainder o f A las­
kans (i.e ., res iden ts o f REAAs and 
FTREAAs).

In 1997, the Alaska Supreme Court 
ruled on an appeal over w he the r the 
d ive rgen t funding scheme vio la ted the 
equal-pro tection clause under Alaska's 
Constitu tion . Matanuska-Susitna Bor­
ough School District v. State, 931 P. 2d 
391 (Alaska 1997). In large pa rt be­
cause the Court held th a t "freedom 
from disparate taxa tion , lies at the low 
end o fth e  continuum o f in te res ts p ro ­
tected by the equal pro tection clause," 
the Court concluded tha t the re was no 
violation o fth e equal protection clause. 
A synopsis o f the Matanuska-Susitna 
case is provided in th is repo rt as Ap­
pendix B. Readers are encouraged to 
review the synopsis when considering 
the issue o f equity.

The Court ru ling has certa in ly no t cu r­
tailed concerns over the issue. The 
conclusion by the 1991 Task Force on 
Governmenta l Roles th a t such ineq­
u ity "is a perennia l area o f con flic t in 
Alaska po litics " is as true today as it 
was then.

In th e ir concurring sta tem ents in Ma­
tanuska-Susitna, Justices Matthews 
and R ab inow itz ind ica ted th a t the 
proper venue fo r reso lu tion o f the is­
sue is the Alaska Legislature. Justices 
Matthews and Rabinow itz noted tha t 
"any available remedy m ust be pu r­
sued th rough m a jo r it ia n processes 
ra the r than through the courts ." Id., 
a t 406.
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I t  is n o te w o r th y  th a t no 
few e r than nine proposa ls 
w e re  in t ro d u c e d  in th e 
Alaska Legisla ture over the 
past decade to address the 
issue o f equity. For example,
Senate Bill No. 30 in the 20th 
Leg is la ture included a find ­
ing tha t:

[TJhe righ ts , oppo rtun i­
tie s , and ob lig a tio n s o f 
borough residents are not 
equa l to those o f re s i­
dents in the unorganized 
borough, pa rticu la rly in respect 
to education , taxa tion , and land 
use regu la tion , and th a t th is is 
not in keeping w ith art. I, sec. 1, 
o f the Constitu tion o f the State 
o f Alaska, th a t sta tes in pa rt/. .
. th a t all persons are equal and 
en titled to equal righ ts , oppor­
tu n itie s , and p ro tec tion under 
the law ; and th a t all persons 
have corresponding obligations 
to the people and to the State'.

SB 30 provided fo r the levy o f a six- 
m ill p rope rty tax levy w ith in each o f 
several unorganized boroughs (exclud­
ing the te rr ito ry w ith in home-ru le and 
firs t-c lass cities) established along the 
model borough boundaries identified 
by the LBC.69

Members of the 1963 Legislature.

While not addressed by the Court in 
Matanuska-Susitna, adding to the con­
cerns over inequ ity is the fac t th a t the 
overwhe lm ing m a jo rity o f those sub­
je c t to the local con tribu tion requ ire ­
m e n t liv e  in d is t r ic ts  th a t w e re 
incorporated by the 1963 leg is la tive 
mandate to incorpora te e igh t specific 
areas o f Alaska. More than 95 per­
cent o f borough residents live in bor­
o u g h s th a t w e re m a n d a te d  to 
incorporate under the 1963 Mandatory 
Borough Act. The Leg is la tu re has 
made no s im ila r enac tm en t subse ­
quent to 1963 to ensure tha t residents 
o f o the r areas o f the unorganized bor­
ough th a t possess the fiscal and ad­
m in is t r a t iv e  c a p a c ity  to o p e ra te  
boroughs incorpora te boroughs.

,i9Other bills addressing the issue of equity include HB 470 in the 23rd Legislature; HB 2, 
In the 22nd Legislature; SB 142, SB 146, SB 337, and HB 205 in the 20th Legislature; and 
SB 280 and HB 250 in the 19th Legislature.
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Fairbanks Daily News-Miner

W ilken  b a c k s  d ow n  from  bo ro u g h  fo rm a t ion  to  s u p p o r t  head 
tax
By DANIEL RICE

Friday , March 18, 2005 - News-M iner Juneau Bureau

JUNEAU--S tate Sen. Gary W ilken, the Legislature's most vocal advocate for mandatory borough formation in recent years, 
said he is backing off on those efforts now and instead lending his support to a colleague's proposal lo charge residents in 
unorganized areas a head tax.

W ilken. R-Fairbanks, said Thursday that he has no immediate plans for introducing another proposal to force areas into 
form ing new borough governments, an idea he has pushed in the past with the argument that unorganized areas should form 
a government structure that allows them to contribute money to their schools.

Instead, Wilken said ho is backing a bill by Sen. Con Bunde, R-Anchorage, to charge a head tax on all residents 21 or older 
who don't live in a borough.

A head lax could accomplish Ihe same goal of providing residents in unorganized areas with a mechanism of contributing
money to education, said Wilken, who has signed on as a co-sponsor to Bunde's bill.

“ I've heard all along that, 'We want to pay for our education, we just don't want any new government,"' W ilken said of 
arguments from residents in unorganized areas. “This is a way to do that."

Bunde's proposal, Senate Bill 112, has so far been well rect zed in places like Tok and Delta Junction, where most of tho
residents who testified on the bill have said that they would rather pay a head tax than be forced into a new borough.

But on Wednesday, members of the Senate Community and Regional Affairs Committee questioned Bunde on whether his 
head tax proposal offers any guarantees against forced borough incorporation.

"It sounded like they wanted us to make 'hem a deal," said Senate Minority Leader Johnny Ellis, D-Anchorage.

Bunde responded that his bill does not provide that deal. There's no guarantee that a head tax will elim inate borough 
formation efforts, he said, though the tax will play a factor in iho debate.

"This might be a factor of discussion, but I don't think it's Ihe final discussion," Bunde said.

Despite Ellis' objection, the Senate Community and Regional Affairs Committee approved Bunde's measure Wednesday. 
However, ihe committee was only the first panel in the Legislature to hear the idea. To clear Ihe Legislaluro, the bill would 
still have to pass at least two other Senate corm ittees, the full Sena e, plus committees in the House o l Representatives and 
the lull House.

W ilken predicted lhat Bunde's bill has a good chance of passing tho Senate, but could bo a tougher sell in tho House.

Tho proposal calls for all residents 21 or older in an unorganized area lo pay tho tax, regardless of whether they have a job 
The amount of tho tax would bo calculatod based on tho average amount that residents of organized boroughs contribute to 
schools.

That would currently amount to an annual tax ol about S*100 for overy person required to pay. Bundo estimates that iho 
measure would bring in about S15 million for Ihe stale. Residents who have a job would soo tho tax deducted from tho 
paycheck, while olhors would bo required to pay tho money directly to Iho slate.

Whilo tho Legislature can ! dodicalo Iho money lo education in law, it can put a "moral lonco" around tho now funding lo 
ensuro lhat il roaches schools, Bunde said.
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He said any additional funding collected should be an addition to, rather than a replacement for, the amount of state funding 
lhat now goes to education.

Both W ilken and Bunde said that providing a mechanism for unorganized areas lo contribute money to schools makes sense 
both from a fiscal and a social standpoint.

People who pay for a service tend to take more ownership interest in it, Bunde said.

A lthough he supports Bunde's proposal, W ilken said he still considers a borough a good governmental structure that gives 
local citizens more control over their community.

A head tax "doesn't satisfy Ihe comm itment lhat Ihe best government is local government," Wilken said. "But that's a project 
for another day."

A laska's unorganized areas ' re currently grouped together in stale law as one "unorganized borough,” with the Legislature 
considered its assembly.

W ithin Ihe unorganized borough, there are 19 regional educational attendance areas that serve as boundaries (or school 
services.

Last session, W ilken crafted a bill that would have forced the creation ol up lo four now boroughs. His proposal passed the 
Senate 11-9 but failed to gain traction in the House.

He said ho considers Bunde's bill a sort of comprom ise to mandatory boroughs.

"Probably half a loaf is be lter than none," Wilken said.

Reporter Daniel Rico can bo reached at drico@newsm iner.com or (907)463-4893.
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HAINES BOROUGH SCHOOLS P.O. Box 1289

Haines, Alaska 99827-1289

Senators Bunde and Wilken 
Woody Wilson, HBSD Superintendent 
March 23, 2005
Support for SB "T 2 Taxes in The REAAs 
HBSD School Board

My board has not specifically discussed this bill so I cannot speak for them. As 
a school administrator, however, I feel most people agree that it is fair to expect 
every adult citizen to support education in our state.

The passage of your bill would set aside the debate about REAAs paying their 
fair share. I believe if your legislation passed the result would be favorable for all 
students in Alaska. It would generate additional revenue and legislators would 
be much more inclined to support additional education funding.

Thank you for your work in this area.

Fr: M J
Date: 01 
Re:
C:

Elementary School
Phono (907) 766-2811
Fax (907) 766-2838

Siiiaoiniondeol s Ollioo 
Phono (907) 766-2644 
Fax (907) 766-2508

High School
Phono (907) 766-2411
Pax (907) 765-2416
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From: Vern Aiton [ve rn@wildak .net]
Sent: Thursday, March 10, 2005 2:09 PM
To: Sen. Con Bunde
Subject: Head Tax Proposal

P lea se  s e e  the attached Head Tax Proposal.

Thank You

Vern Aiton 
Delta Junction

Suzanne Mullen

3/10/2005
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Vern Aiton
PO  B ox 902  
D elta Jet., A K  99737
907 - 895-5166
vern@vvildak.nei

S e n a to r  C on  B u n d e  
716 W  4th
A n c h o ra g e ,  A K  99501

D e a r  S i r ,

Re; H E A D  T A X

I a g re e  w ith  the  p ro p o sa l  lo r  a head  tax lo r  the  u n o rg a n iz e d  b o ro u g h  a re a s  o f  
A la s k a  h u t  w ould  like to suggest  a  m ea n s  o f  collection a n d  a d m in is t r a t io n .

T h e  A la s k a  L e g is la tu re  cou ld  p ro v id e  a  m ean s  fo r  e lected en ti t ies  o f  U n o rg a n iz e d  
B o ro u g h s  to rece ive  a  p o r t io n  o f  each  P e r m a n e n t  E u n d  D iv id en d  d e s t in e d  fo r  th a t  
e lec ted  e n t i ty ’s a r e a .  In m y a re a ,  the  C ity  o f  Delta , Delta  School D is tr ic t ,  Delta 
L ib ra r y ,  D e l ta n a  h i r e  D e p a r tm e n t  etc. h a v e  elected h o a rd s  th a t  s h o u ld  receive 
fu n d in g  f ro m  e a ch  PEI) fo r  th a t  se rv ice  a r e a .  Local c itizens w ou ld  w o r k  w ith  the  
local b o a r d s  to  d e te r m in e  th e  rev en u es  need ed  a n d  the  s ta te  PED  office would  
w ith h o ld  th a t  a m o u n t  f rom  each  PED  fo r  t h a t  h o a r d ’s se rv ice  a r e a .

The a d v a n ta g e s  o f  th is  r e v e n u e  collection m e th o d  a r e  n u m e ro u s ;
A. T h e  a d m in is t r a t iv e  cost is m in im a l .
B. T h e  leg is la tu re  w ou ld  not b e  viewed a s  ro b b in g  the  p e rm a n e n t  fund  as 

a ffec ted  c itizens  w ould  deal  d irec tly  w ith  local e lected  h o a rd s .
C. All c it izens  w o u ld  he  t re a te d  eq u a lly  as  they give-lip  a  p o r t io n  o f  th e ir  

[w indfa l l]  PED.
I). L o o p h o le s  w ou ld  be  very  m in im a l  c o m p a re d  to all o th e r  tax  m e thods .  No 

e x cep tions  fo r  age , relig ion o r  incom e.
K. C it izen s  w ou ld  he e n c o u ra g e d  to p a r t ic ip a te  in local polit ics  in o r d e r  to 

m in im iz e  PED  w ithho ld ing .

R e g a rd s  

V ern  A iton

mailto:vern@vvildak.nei


DITAROD AREA SCHOOL DISTRICT

March 10. 2005

Senator Albert Kookesh 
State Capitol, Room 7 
Juneau, AK 99801

Dear Senator Kookesh,

I am enclosing a copy of SB 211 testimony from March 9. I want to thank you for the 
opportunity to hear of the difficulties as well as the successes within our district. My 
ideas are outlined within the testimony so if you have any questions, please contact 
me at 907-524-3033, ex. 221 or e-mail ibancihart@iditarodsd.org.

Together we can make a difference for the future of education in each of our 
children's lives.

P.O. BOX 90 
McGRATH,ALASKA 99627

Making Trails to Knowledge

(907) 524-3033 FAX (907) 524-3217

mailto:ibancihart@iditarodsd.org


Public Testim ony 

Senate Bill No. 112 

M arch 9, 2005

For the record, m y nam e is Joe Banghart, Superintendent o f  the Jditarod Area 

School District with headquarters in M cGrath, Alaska. 1 com e to von today as a 

superintendent and as a concerned Alaskan. M y  jo b ,  as you know, is to run the school 

district, which involves tending to important details like trying to balance the books, but 

also and m ore importantly , helping to ensure that A laska’s children are well educated and 

prepared to graduate  and meet the challenges that meet them in the world outside our 

small school district. The Iditarod Area School District is not located on the road system 

and does not receive any local funds to operate our schools. W c are currently projecting 

at least a $605,000 deficit for Fiscal Y ear 2006.

1 realize the pressure you must face in trying to provide adequate finances for our 

state. Current p roposals  to increase the BSA to $4,919 will not m eet our needs. I share 

this in realization that wc must have a source o f  new  m oney to adequately  meet the needs 

o f  our children. A flat tax on all citizens in the REA A  is only one o f  m any ideas that 

could help the children but 1 question i f  it is legal to tax one special group only I would 

recom mend you consider a graduate scale based on income o f  each person. As an 

exam ple for all individuals, a fiat rale o f  $56.00 for a person w ho m akes under $15,000 

and then a graduate scale for those above this figure. Another possibility could b e  a 

statewide incom e tax for everyone. A ny  tax consideration must include an tem porary 

labor being those  that would  com e into the state and work short term.

Our district receives over $600,000 a year  in lieu o f  taxes in impact aide. We 

actually only end up with about S7U.00U. Would any tax proposal influence these funds ? 

A  population shift is happening across the state and m any o f  our rural residents are 

m oving to Fairbanks or Anchorage  for higher paying  jobs. W ould taking m oney from the 

a 1 reads limited salary  range o f  the remaining employees add to this problem  '■ Wiiai 

agency will collect these taxes and will it becom e another unfunded m andate  for the 

schools’/



I f  an agreement is m ade  on som e form ' f  tax revenue how will the m o n ey  be 

spent ? Can you produce a projected expense chart o f  how  this m oney would  be applied 

towards educating our children ? Such an effort w ould  provide som e degree o f  p ro o f  that 

these revenues would go directly  to our  children and not o f f  in som e other direction.

With TR S/PERS costing our district an extra $125,000, s ta ff  step increases being  over 

$50,000, and operating expenses jum ping  over 100% at various sites, cost o f  fuel, and 

lower enrollments, what is currently  taking place in Juneau with the BSA is on ly  a small 

effort to help the children.

An illustration to close my appeal and concern is “ O ur school district has a 

serious cut tiiat requires 50 stitches to close or our system will bleed to death. Current 

offers in Juneau only provide 5 to 10 o f  those stitches. The blood is flowing and soon we 

will bleed to death.” Again I agree w c  need som e form o f  extra revenue to help provide 

funds. You can m ake other changes before a tax is levied that could include:

1. Increase the BSA over 5100 and rem ove the floor from the Foundation Form ula 

returning m oney to over 13 school districts.

2. M ove the m aintenance function from non-insiructional to help all districts reflect 

an actual picture o f  m oney  spent in and for the classroom. This will allow 

everyone lo meet the 70/30 rule and save you time from approving w aivers  e v e n  

year.

3. Place schools and clinics under the P ow er Cosl Equalization Plan

-4. Only tax every  citizen in the stale  after all o ther  avenues have been explored.

5. Keep PERS I RS under the Foundation Formula.

o. Federal m oney is being cut for vocational program s and we receive no support 

from the  state. What can be done to help meet these needs for the children?

I would like the opportunity  to discuss these needs with you. Contact m e  at 1

3033 ext. 221 oi send request to ihanidiart/ft id itarodsd.orc  It is vita! w<. work together

ami help our children receive the educational opportunities the', deserve



n
DITAROD AREA SCHOOL DISTRICT

P.O. BOX 90 
McGRATH, ALASKA 99627

Making Trails to Knowledge

(907) 524-3033 FAX (907) 524-3217

March 10, 2005

Senator Con Bunde 
State Capitol, Room 506 
Juneau, AK 99801

Dear Senator Bunde,

I am enclosing a copy of SB 211 testimony from March 9. I want to thank you for the 
opportunity to hear of the difficulties as well as the successes within our district. My 
ideas are outlined within the testimony so if you have any questions, please contacf 
me at 907-524-3033 ex. 221 or e-mail ibanqhart@iditarodsd.orq.

Together we can make a difference for the future of education in each of our 
children’s lives.

Sincerely,

mailto:ibanqhart@iditarodsd.orq


Public Testimony 

Senate Bill No. 112 

M arch 9, *2005

For  the record, m y  nam e is Joe Ban "hart. Superintendent o f  the Iditarod Area 

School District w ith headquarters in M cGrath , Alaska. I com e to you today as a 

superin tendent and as a concerned Alaskan. M y  job , as you  know , is to run the school 

district, w hich involves tending to important details like trying to balance the books, but 

also and m ore  importantly, helping to ensure that A laska’s children are w ell  educated and 

prepared to graduate and meet the challenges that meet them in the w orld  outside our 

small school district. The Iditarod A rea  School District is not located on the road system 

and does not receive any local funds to operate our schools. We are currently  projecting 

at least a 5605 .000  deficit for Fiscal Year 2006.

I realize the pressure you  must face in trying to p rovide  adequate  finances for our 

state. Current proposals to increase the BSA to $4,919 will not meet ou r  needs. I share 

this in realization that w e must have a source o f  new m oney  to adequate!) meet the needs 

o f  our  children. A  flat tax on all citizens in the REA A  is only  one  o f  m any  ideas that 

could help the children but 1 question i f  it is legal to tax one special group only. I would 

recom m end you consider a graduate scale based on incom e o f  each person. As an 

exam ple for all individuals, a flat rate o f  $50.00 for a person who m akes under  SI 5.000 

and then a gradua te  scale for those above this figure. A nother  possibility could be a 

statewide incom e tax for everyone. A ny  tax consideration must include any temporary 

labor being those that w ould  com e into the state and work short term.

O ur district receives over  S60U.OG0 a year  in lieu o f  taxes in impact aide. We 

actual!)' only  end up with about 570,000. W ould any tax proposal influence these funds ?

\  population shift is happening across the state and m any o f  our rural residents are 

m oving  to Fairbanks or Anchorage  for h igher paying jobs. W ould taking m oney  from the 

already limited salary range o f th e  rem aining em ployees add to this problem  7 What 

agency  w ill collect these taxes and w ill it b ecom e another unfunded m andate  for the 

schools?



I f  an agreement is m ade on some form o f  tax revenue how will the m oney  be 

spent ? Can you produce a projected expense chart o f  how  this m oney  w ould  be applied 

towards educating our children ? Such an effort would  provide som e degree  o f  p roof  that 

these revenues would go directly  to our children and not o f f  in som e o ther direction.

With TR S/PER S costing ou r  district an extra SI 25,000, s ta ff  step increases being over 

S50,000. and operating expenses ju m p in g  over 100% at various sites, cost o f  fuel, and 

lower enrollments, what is currently  taking place in Juneau with the BSA is only  a small 

effort to help the children.

An illustration to c lose  m y appeal and concern is “O ur school district has a 

serious cut that requires 50 stitches to close or our system  will bleed to death. Current 

offers in Juneau on ly  provide  5 to 10 o f  those stitches. The blood is flowing and soon we 

will bleed to death .” Again I agree we need some form o f  extra revenue to help provide 

funds. You can m ake  other changes before a tax is levied that could include:

1. Increase the BSA ov e r  5100 and remove the floor from the Foundation Form ula 

returning m oney  to over  13 school districts.

2. M ove the m ain tenance function from non-instructiona! to help all districts reflect 

an actual picture o f  m oney  spent in and for the classroom . This will allow 

everyone to meet the 70 30 rule and save you lime from approving w aivers every 

year.

3. Place schools and clinics under the Power Cost Equalization Plan.

-1. O n ly  tax every  citizen in the state after ail o ther avenues have been explored.

5. Keep P E R S T R S  under the Foundation Formula.

6. Federal m oney  is being cut for vocational program s and u  e receive no support 

from the state What can be done lo help meet these needs for the children?

I would like the opportunity to discuss these needs with you. Contact me at I -007-524- 

3033 ext. 221 or send request to jbani’liartaJ iditniodsd o ru . It is vita! w e  work together 

and help ou r  children receive the educational opportunities they deserve.
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DOT LAKE VILLAGE COUNCIL 
BOX 2279 

DOT LAKE, AK 99737

phone (907) 882-2693

Reply to
attn. of: William Miller

Subject: SB 112

To: SCRA COMMITTEE _ . _
o d / b V o f
GM0HO5

MY NAME IS WILLIAM MILLER, I AM PRESIDENT OF DOT LAKE VILLAGE 
COUNCIL, THE LEGAL GOVERNING BODY FOR THE NATIVE VILLAGE OF DOT 
LAKE. I ALSO SERVE ON THE ALASKA GATEWAY SCHOOL DISTRICT (REAA).

RECOMMENDATIONS FOR CHANGES T.Q SB..112:
1. PAGE 1, LINE 6 & 7: DELETE “RESIDING” AND INSERT “EMPLOYED"
2. PAGE 1, LINE 8: AFTER TAX" INSERT “ NOT TO EXCEED 1% OF 

INDIVIDUALS GROSS INCOME".
3. PAGE 1. LINE 9 THRU 11: PLACE A PERIOD AFTER "SECTION" AND 

DELETE REMAINDER OF THE SECTION.
4. PAGE 2, LINE 6: AFTER THE WORD "DEPARTMENT, ADD "ALL TAXES 

WITHHELD EACH QUARTER" (THESE TAXES COULD BE SUBMITTED 
ALONG WITH EMPLOYER'S UNEMPLOYMENT CONTRIBUTIONS)

5. PAGE 2, LINE 6 THRU 8: AFTER THE WORD DEPARTMENT, DELETE 
REST OF SENTENCE.

QUESTIONS
1. THE BILL DOES NOT ADDRESS INDIVIDUALS THAT ARE DISABLED, 

UNEMPLOYED, ON SOCIAL SECURITY, RETIRED, ETC.
2. I FEEL THAT THIS TYPE TAX SHOULD BE BASED ON A PERCENTAGE 

OF INCOME AND WITHHELD FROM EACH PAYCHECK. THIS WOULD 
BE LESS OF A BURDEN ON THE INDIVIDUAL

3. TAX COULD BE SUBMITTED QUARTERLY TO THE STATE ALONG 
WITH EMPLOYER'S UNEMPLOYMENT CONTRIBUTIONS, ON A FORM 
PROVIDED BY THE STATE.

4. SELF-EMPLOYED INDIVIDUALS COULD ESTIMATE THEIR GROSS 
INCOME AND MAKE ADJUSTMENTS AT THE END OF THE YEAR.

5. BILL DOES NOT ALLOW FOR SCHOOLS AND CHILDREN TO BENEFIT, 
BECAUSE THE TAXES ARE NOT DEDICATED FOR SCHOOL USE.

6. AS NOTED ON THE “FACT SHEET" BASED ON 505 MILLION INCOME 
13 MILLION COULD BE COLLECTED IN TAX. THIS WOULD BE 2.5%
OF THE EARNED INCOME.
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7 I FEEL THAT IF WE ARE TO PAY A TAX, WE SHOULD BE ON EQUAL 
' FOOTING WITH ANCHORAGE, FAIRBANKS AND OTHER AREAS, AND 
BE ABLE TO RAISE FUNDS FOR SCHOOL REPAIRS AND PAY A 
PERCENTAGE OF THE REQUIRED COST AND HAVE THE STATE PAY 
THE REST. SOMETHING LIKE THE 30 - 70  OR 20 -  80 SPLIT.



Suzanne Mullen

From:
Sent:
To:
Sub jec t :

David Fair [dfair@intidea.org] 
Tuesday , March 15, 2005 5:38 PM 
Sen. Con Bunde 
Head Tax - thumbs up

Hi there,

I was in the bush for 5 years and saw lots of new quad cab pick-ups purchased during that 
time by people whose tax returns probably showed almost no income.

I applaud the effort to get some financial input from the people who are requesting 
constant benefits, especially more and more money for schools.

David Fair
Technology Coordinator 
IDEA International 
907-562-4332

mailto:dfair@intidea.org


PO Box 19222 
T h o m e  Bay, AK 99919 
M arch 9, 2005

D ear Senators Bunde, W ilken, and W agoner,
I have read your recent proposal (SB 112) scheduled to im pose  a tax on each 

individual 21 years o f  age and older that resides in an REAA. I am writing in opposition 
to your efforts. Let m e briefly explain why:
1) The cost o f  living in an R E A A  is already the highest in the state due  to availability of 
services, housing  costs, travel and insurance. Before you invite me to move to an "urban 
area" let me rem ind you that it is the R E A A s that make Alaska w hat it is. E ighty  three 
percent o f  all revenue in the state is generated at an RE A A  site;
2) From a school district's perspective, such a tax will drive aw ay teachers (that arc 
already recruited heavily elsewhere). This will jeopard ize  educational opportunities for 
ou r  children. Unless driving aw ay teachers and forcing us to close schools is your 
motive, please reconsider;
3) T eacher  salaries in an R E A A  (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will s im ply m ove us further away 
from any goal o f  keeping with the challenges surrounding the cost o f  living;
4) T eacher  retention in the state o f  Alaska is a critical issue. Additional tax burdens will 
guarantee to drive m any away from their districts, leaving gaping holes in any efforts to 
meet m any  governm ent m andates (such as N CLB)
5) In our  district, wc have a 50 to 90 percent poverty rate. If this bill passed, we would be 
p icking the pockets o f  the poor.

Please consider  another source o f  income. Reduce the lax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopard ize  our 
children's educational needs.

Sincerely,

n

Sonya R. T hom as 
E lem entary  Teacher 
Southeast Island School District
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SB 112, and act imposing a tax on resident o f  regional ed r ational attendance areas has 
tho effect o f  imposing a property tax on residents cqua' to the contribution o f  4 mils 
levied in organised boroughs without heed to economic factors.

The historic concept o f  school tax is to provide for those that cannot afford education, 
this biR on the other hand is blind to economic factors and to many will have the reverse 
effect o f  sustaining more affluent students and families,

Using an average o f  organised borough contributions and imposing that same rate on 
rural residents at the rate o f  roughly S426 dollars a  year translates into taxation o f  those 
aduh residents at the same rate as i f  each personally owned property assessed and valued- 
at just over $106,500, add a spouse or another adult resident this figure doubles or goes 
up accordingly to the number o f  adults living in a household. >

Considering that by US Census figures, also used by the state, an area such as the 
Southeast Fairbanks census district, the average value o f  homes is S86.000, Tok for 
cxampte averages 576,100 while Dot Lake and Dot Lake Village arc 537,500 and 
$21,300 accordingly. Figures erroneously included in  the Upper Tanona Model Borough' 
show this area to have a median home value o f  roughly $144,000 which corresponds to 
the statewide average, not an average o f  this area.

Not only arc people with lower incomes and assets penalised in this plan, but one other 
very important situation has been ignored This bill violates AS 29.45.030 property tax 
exemption granted to seniors and disabled veterans as it cannot be ignored that this bill • 
has the same effect o f  a property tax. and relics upon property lax data to levy the amount 
o f  the tax;

Terry A. Fauth
Mile 1317.5 Alaska Highway
Tok, AK 99780



March 4, 2005

Senator Con Bunde 
Alaska State Legislature 
Alaska State Senate 
State Capital
Juneau, Alaska 99801 -1182 

RE; Senate Bill 112 

Dear Senator Bunde:

I am writing to comm ent on Senate Bill 112, which you sponsored. After 
reviewing the context o f  the proposed bill, I would like to let you know  that I oppose this 
bill. First, I would like to explain that the State Legislature tried numerous times to enact 
a state tax. Nobody wanted a state tax and the answer was clear. However, it seems that 
every time the State Legislature is in session, they are doing everything to enact some 
type o f  a tax. 1 d o n ’t have the slightest idea, how enacting a tax o f  som e sort compares 
with the State Constitution.

1 understand the provisions o f th e  State Constitution. In m y synopsis o f th e  bill, I 
could not see how  it would put the rural areas in line with the constitution. I understand 
the paragraph, which you quoted as to say that all citizens who are residents o f th e  state 
o f  Alaska are entitled to equal rights, opportunities and protection. This provision should 
speak for itself. Even under the US Bill o f  Rights, as United States citizens, we are also 
guaranteed these inalienable rights.

Let me elaborate more on what 1 am saying. I believe that ever)' town, village or 
settlements in Alaska have the same rights guaranteed under different charters and 
bylaws. All these cities within the State o f  Alaska were all first class cities at one time. I 
also believe that the residents o f  these cities voted for the form o f  governm ent that best 
meet their needs. That is why we have boroughs. For the bigger cities, 1 see no problem 
o f  them becoming whatever form o f  government they choose,

Alterall, the bigger cities have more people, developments, businesses and other 
infrastructures. They can impose taxes for the services they get. I f  these cities d idn ’t want 
(his form o f  government, they would have voted against it. The tax base in the rural areas 
is different than in the cities. The cities are more economically feasible, because there are 
more businesses in these areas. They can sustain the taxes. I f  all o f  the remote areas in the 
State o f  Alaska wanted a different form o f  government, believe me, they would have 
pursue this a long time ago. M aybe the way the State can address budget is to start some 
developm ents in the rural areas to offset the economy.



It would seem feasible for the legislature to put m oney into the rural areas for 
some prolong feasible developm ent or business. Then it would be no problem to enact 
some legislation to this effect. As you stated, you believe that the State Constitution is 
our only option to m ake the rural areas more independent, then we should do some 
research and find a feasible m eans and then pour state some m oney into it. I think that 
would have more merit than imposing something, such as a tax that people d o n ’t want.

Why do I feel the way I do? It is because, under the constitution, the State o f  
Alaska has the fiduciary responsibility for education, K.-12. As I understand, this m eans 
that education should be the num ber one priority and the appropriations to justified this. 
It is the sole responsibility o f  the state to meet the needs o f th e  students from K-12. If  the 
state o f  Alaska does not do their fiduciary responsibilities for education, then w hy did 
they take it over from the federal government.

I am appalled at the way the legislature is going about this by either am ending  or 
enacting new laws to get at the people. Thank you for giving me the opportunity  to 
comment. I am opposing this Senate Bill 112 as to the reasons I stated. As I read the bill, 
it is not right, to impose anything on people, that they do not want, which is not feasible 
and above all just plain failure.

If you have any questions or comments, please fee! free to call me either at my 
(office) 907-547-2271 or (home) 907-547-3030.

Isaac A. Juneby

Sincerely,

Box 86
Eagle, A laska 99738

C / C

File
All Member, Alaska State House o f  Representatives 
All Members, Alaska State Senate
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Alaska State Legislature

Please enter into the record my testimony to the r
committee name

committee on //£-  , dated J. ^
bill/subject
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Cruikshaak School 
P .a  Box 24050 

Bwivw, Aj»»U 99724 
(907) 62S-d3l3 

P»x: (907)621-6615

Senator Albert Kooketh
A Inlet State legislature 
Jm h u ,  Alaska 
Fax: (907)461.2177

March 9.2005
Representative Woodle Salmon 
Alaska Stale Legislature 
Juneau, Alaska 
Fax: (907) 465-21*7

Re: SB 112 -  An Act Imposing a tax on residents of a regional educational ittandance 
areas; tad providing for an effective date.

D ttr Saattor Kookesh:

The Cntikshank School staff is adamantly opposed to aenate bill 112, This bill ir 
unebaehadly ttrtat la Its conception, Wa do not apee that this is tha be* way to handle 
the altoatlon of rural schools funding. We do not receive the amount of footing that 
urban achoofc recaive. We do not have funding for school nuraea, coachat, cof'taelort, 
home-school liaisons, m o tetaries, or many other positions- We receive 3/3’a u e  amount 
of foadiag that urban achoolt receive. Yet urban legislators find H neoaatary to suggest 
that rural Aieaka is laoehow depriving the urban schools of services for their children, 
Wa suggest that the legislators who introduced this bill, send thair studants to a school 
with no organised sports, no nurse, to  counselor, no home-schooi llaieona, no secretary 
and then bava members of our lute lcadanbip suggest that they tre •  drain on the state.

Rural schools pull thair weight hi many ways. Our communities tre mom itvolvad in the 
school, Ftreata and community members participate in supporting school activities such 
as open gym. Currently, tha only way our school district can afford to offer school lunch 
is by working with tha Tatiana Chiefs Conference Eldars Nutrition pro tram- Wa only 
have lunch three days ■ weak. How many days a week do tha student! In Fairbanks have 
lunch available?

This bill huaa ell residents. Tn Fairbanks, property holders pay taxes that support the 
school system, h is not realistic to expect til residents to pay a uut to support schools,
Tha amount "Id be determined by tha i-ommisaloner* is arbitrary and includes no local 
input

Senator Kookaah, please communicate tha differences in our communities to urban 
leaders. Wa do not support this legislation m it is not well thought out has included no 
rural inpM, and is racially motivated, Thank you for your leadership.



Suzanne Mullen

From:
Sent:
To:
Sub jec t :

Lynn Bateman [ iba teman@ sisd .o rg ]
Thursday, March 10, 2005 1:39 PM
Son. Con Bunde; Sen. Gary Wilken; Sen. Tom Wagoner
SB 112

Dear Senators Bunde, Wilken, and Wagoner,
I am reading your recent proposal (SB 112) scheduled to impose a tax on each 

individual 21 years of age and older that resides in an REAA.
I am wiiting in opposition to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the REAAs that make Alaska what it is. 83% of 
all revenue in the state is generated at an REAA site;
2) From a school district's perspective, such a tax will drive away teachers (that are
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) ana are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;
4) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving
gaping holes in any efforts to meet many government mandates (such as NCLB).
5) 60-70% of our students ive in households whose income is directly related to timber.
Because of the decline in the timber industry these families income has declined.
Imposing a tax on these households would be devastating.

Please consider another source of income. Reduce the tax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopardize our 
children's educational needs.

Sincerely,

Lynn Bateman, School Board President 
Southeast Island School District

1
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Suzanne Mullen

From: Jim Nygaard [jnygaard@siscJ.org]
Sent: W ednesday , March 09, 2005 1:51 PM
To: Sen . Con Bunde; Sen. Gary Wilken; Son. Tom Wagoner

SB0112A.pdf(83 
KB)

Con Bundy...Senator.con.Bunde@legis.state.ak.us 
Gary Wilken...Senator_Gary_WiIkenOlegis.state.ak.us 
Tomas Wagoner...Senator_Tom_Wagoner@legis.state.ak.us

Dear Senators Bunde, Wilken, and Wagoner,
I am reading your recent proposal (SB 112) scheduled to impose a tax on each 

individual 21 years of age and older that resides in an REAA. I am writing in opposition 
to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area” let me remind you that it is the REAAs that make Alaska what it is. 83‘i of 
all revenue in the state is generated at an REAA site;
2) Proin a school district's perspective, such a tax will drive away teachers (that are
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;
•I) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving
gaping holes in any efforts to meet many government mandates (such as NCLB).

Please consider another source of income. Reduce the tax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopardize our 
children's educational needs.

S in ce re ly ,

Jim Nygaard
Superintendent, of Schools 
Southeast. Island School District

t

mailto:jnygaard@siscJ.org
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mailto:Senator_Tom_Wagoner@legis.state.ak.us


Suzanne Mullen

From:
Sent:
To:
Sub jec t :

Ju lie V asquez [jv a sq u e z@ s isd .o rg ]
W ednesday , March 09, 2005 2:15 PM
Sen. Con Bunde; Sen. Gary Wilken; Sen. Tom Wagoner
SB 112

Dear Senators Bunde, Wilken, and Wagoner,
I am reading your recent proposal (SB 112) scheduled to impose a tax on each 

individual 21 years of age and older that resides in an REAA. I am writing in opposition 
to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the P.EAAs that make Alaska what it is. 83% of 
all revenue in the state is generated at an REAA site;
2) From a school district's perspective, such a tax will drive away teachers (that are
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
f'*om any goal of keeping with the challenges surrounding the cost of living;
•1) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving
gaping holes in any efforts to meet many government mandates (such as NCL3).

Please consider another source of income. Reduce the tax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopardize our 
children's educational needs.

Sincerely,

Julie Vasquez 
K-12 Teacher
Southeast Island School District

1
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Suzanne Mullen

From:
Sent:
To:

Margie E ad s [m ead s@ s isd .o rg ]
W ednesday , March 09, 2005 2:42 PM
Sen. Con Bunde; Sen. Gary Wilken; Son. Tom Wagoner

Dear Senators Bunde, Wilken, and Wagoner,
I am reading your recent proposal (SB 112) scheduled to impose a tax on each 

individual 21 years of age and older that resides in an REAA. I am writing in opposition 
to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the REA-As that make Alaska what it is. 83'4 of 
all revenue in the state is generated at an REAA site;
2) From a school district's perspective, such a tax will drive away teachers (that are
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;
4) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving
gaping holes in any efforts to meet many government mandates (such as NCLB'.

Please consider another source of income. Reduce the tax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopardize our 
children's educational needs.

Sincerely,

Margaret Eads

1

mailto:meads@sisd.org


Suzanne Mullen

From:
Sent:
To:

J imm ieRee Robertson [jrobertson@sisd .o rg ]
W ednesday , March 09, 2005 3:15 PM
Sen. Con Bunde; Sen. Gary Wilken; Sen. Tom Wagoner

Genclemen,

I have read your recenC proposal (SB 112) scheduled to impose a tax on each individual 2L 
years of age and older that resides in an REAA. I am writing in opposition to your 
efforts. For the following reasons:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the REAAs that make Alaska what it is. 83% of 
all revenue in the state is generated at an REAA site;
2) From a school teacher's perspective, such a tax will drive away teachers (that are 
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;
4) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving 
gaping holes in any efforts to meet many government mandates (sue! as NCLB).

Please consider another source of income. Anticipated loss of teachers
due to another financial challenge will jeopardize our children's educational needs.

Sincerely,

Jimmie Ree Robertson, Special Education Teacher Southeast Island School District

1
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From: Deedee Jeffreys [d je ffreys@ coveconnec t .com ]
Sent: W ednesday , March 09, 2005 2:01 PM 
To: Sen. Con Bunde

Dear Senators Bunde,

I ant reading your recent proposal (SB 112) scheduled to impose a tax on each individual 21 years of age anu ok, that 
resides in an REAA. 1 am writing in opposition to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability of services, housing costs, travel and 
insurance. Before you invite me to move to an "urban area" let me remind you that it is the REAAs that make Alaska what it 
is. 83% of all revenue in the state is generated at an REAA site;
2) From a school district's perspective, such a tax will drive away teacners (that are already recruited heavily elsewhere). This 
will jeopardize educational opportunities for our children. Unless driving away teachers and forcing us to close schools is 
your motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed as the lowest in the slate already. An 
additional tax will simply move us further away from any goal of keeping with the challenges surrounding the cost of living;
4) Teacher retention in the state of Alaska is a critical issue. Additional tax burdens will guarantee to drive many away from 
their districts, leaving gaping holes in any efforts to meet many government mandates (such as NCLB).

Please consider another source o f income. I would love to continue to teach in Alaska and will not he able to do so if this bill 
passes.

Sincerely,

Deedee Jeffreys 
Teacher
Southeast Island School Disi.

Suzanne Mullen

3/10/2005

mailto:djeffreys@coveconnect.com


Suzanne Mullen

From:
Sent:
To:

Barbara Morgan [bmorgan@sisd .o rg ]
W ednesday , March 09, 2005 3:51 PM
Sen. Tom Wagoner; Sen. Gary Wilken; Sen. Con Bunde

Dear Senators Bunde, Wilken, and Wagoner,
I am reading your recent proposal (SB 112) scheduled to impose a tax on each 

individual 21 years of age and older that resides in an REAA. I am writing in opposition 
to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the REAAs that make Alaska what it is. 83% of 
all revenue in the state is generated at an REAA site;
2) From a school district's perspective, such a tax will drive away teachers (that are
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;
4) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving
gaping holes in any efforts to meet many government mandates (such as NCLB).

Please consider another source of income. Reduce the tax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopardize our 
children's educational needs.

Sincerely,

Barbara Morgan 
Teacher
Southeast Island School District

1

mailto:bmorgan@sisd.org


Suzanne Mullen

From:
Sent:
To:
Subject:

Julie Isom y isom@ sisd .o rg ]
W ednesday , March 09, 2005 2:01 PM
Sen. Con Bunde; Sen. Gary Wilken; Senator_Tom W agoner@ leg is .s ta te .ak s .u s 
SB 112

Dear Senators Bunde, Wilken, and Wagoner,

I am reading your recent proposal (SB 112) scheduled to impose a tax on each individual 21 
years of age and older that resides in an REAA. I am writing in opposition to your 
efforts. Here are some reasons why:

1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the REAAs that make Alaska what it is. 83% of 
all revenue in the state is generated at an REAA site;

2) From a City's perspective, such a tax will drive away people who are wishing to plant 
"roots" in this beautiful area. Unless driving away residents and forcing us (as a City) 
to go financially bankrupt is your motive, please reconsider;

3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;

4) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving 
gaping holes in any efforts to meet many government mandates (such as NCLB).

Please consider another source of income. Reduce the tax breaks for the oil companies!

Sincerely,

Julie Isom
Mayor, City of Thorne Bay

1

mailto:yisom@sisd.org
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Suzanne Mullen

From:
Sent:
To:
Sub jec t :

Barbara Morgan (bmorgan@sisd .o rg ]
W ednesday , March 09, 2005 4:48 PM
Sen. Tom Wagoner; Sen. Gary Wilken; Sen. Con Bunde
SB112

Dear Senators Bunde, Wilken, and Wagoner,
I responded to your recent proposal (SB 112) scheduled to impose a tax on each 

individual 21 years of age and older that resides in an REAA earlier today and I wanted to 
add to my earlier comments. I am writing in opposition to your efforts for all the 
reasons stated before as well as for the reason that 60-70% of our student population live 
at the poverty level. These people are at or below the poverty level for a number of 
reasons including governmental red tape that slows timber sales and the difficulty in 
making a living in other resource driven ecomonies like mining and fishing. People who 
make a living with resource driven economies should not be further burdened by tha passing 
of a bill that would tax them even more.

Please consider another source of income. Reduce the tax breaks for the oil 
companies! Anticipated loss of teachers due to another financial challenge will 
jeopardize our children's educational needs.
Sincerely,
Barbara Morgan 
Teacher
Southeast Island School District

I

mailto:bmorgan@sisd.org


Suzanne Mullen

From:
Sent:
To:
S ub je c t :

Me lissa  Cook [m cook@sisd .o rg ] 
W ednesday , March 09, 2005 2:01 PM 
Sen. Con Bunde 
SB112

Dear Senators Bunde, Wilken, and Wagoner,
As a teacher, I can tell you that my husband and I applied to the state of Alaska 

based on a checklist. One item on that checklist was no state income tax. If this bill 
passes, we may consider returning to our home state of Wyoming where there is no income 
tax. With us if we leave will go our advanced degrees in education, experience we use to 
help others to adjust to the rural life in Alaska and our three children.

I feel that taxing only some of the people in the state is unfair, especially when 
the larger areas of the state have more voting power.
Where is the checks an balances in that? Frankly, this bill makes me angry. Teachers are 
already losing ground next year with substantial hikes in retirement, changes in health 
benefits and now a possible income tax. The grass will be greener somewhere else and that 
is where the teachers will go.

I am reading your recent proposal (SB 112) scheduled to impose a tax on each 
individual 21 years of age and older that resides in an REAA. I am writing in opposition 
to your efforts. Let me briefly explain why:
1) The cost of living in an REAA is already the highest in the state due to availability 
of services, housing costs, travel and insurance. Before you invite me to move to an 
"urban area" let me remind you that it is the REAAs that make Alaska what it is. 83% of 
all revenue in the state is generated at an REAA site;
2) From a school district's perspective, such a tax will drive away teachers (that are
already recruited heavily elsewhere). This will jeopardize educational opportunities for 
our children. Unless driving away teachers and forcing us to close schools is your 
motive, please reconsider;
3) Teacher salaries in an REAA (ours is Southeast Island School District) and are listed 
as the lowest in the state already. An additional tax will simply move us further away 
from any goal of keeping with the challenges surrounding the cost of living;
4) Teacher retention in the state of Alaska is a critical issue.
Additional tax burdens will guarantee to drive many away from their districts, leaving
gaping holes in any efforts to meet many government mandates (such as NCLB).

Please consider another source of income. Reduce the tax breaks for the oil companies! 
Anticipated loss of teachers due to another financial challenge will jeopardize our 
children’s educational needs.

Sincerely,

Melissa Cook
Curriculum Director/Grants Coordinator 
Southeast Island School District

1

mailto:mcook@sisd.org
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From : Terry and Krystie Depue [eagle123@gci.net]
Sent: Tuesday , March 08, 2005 9:43 PM
To: Sen. Ben S tevens; Sen. Gary S tevens; Sen. Johnny Ellis; Sen . Con Bunde; Sen. Kim Elton; Sen.

Charlie Huggins; Sen. John Cowdery; Sen. Hollis French; Sen . Albert Kookesh; Sen. Bettye Davis;
Sen. Lyda Green; Sen. Donny Olson; Sen. Gene Therriault; Sen . Fred Dyson; Sen . Gretchen 
Guess ; Sen. Ralph Seek ins; Sen . Tom Wagoner; Sen. Lyman Hoffman; Sen . Bert Stedman; Sen. 
Gary Wilken

Subject: Senate Bill 112 - REAA tax 

Dear Senator,

I am writing to urge you to vote against SB 112 -  REAA Tax.
I live in a rural community and am continually baffled by the idea that we do no help 

pay our “fair share” for education and other programs simply because we are not in an 
organized borough. Although I live in Eagle, I do 90 % of my grocery, clothes, building 
supplies and other shopping in either Anchorage or Fairbanks. The $1000’s that I spend each 
year in Anchorage or Fairbanks helps the economy of both communities and it is people who 
live in the bush communities that bring extra funds into an area, but do not use the services 
(fire, medical, trash etc).

The second reason I urge you not to vote in favor of the bill -  is simply this -  we need 
to cut spending, not find new ways to bring in money -  cut something out to help fund 
education. Let’s be reasonable and cut a few things rather than put extra burdens on 
individuals who have chosen to live more simply and who cannot afford the additional tax.

Krystie DePue 
P.O. Box 123 
Eagle, AK 99738 
9075472306

Suzanne Mullen

w ? n n s

mailto:eagle123@gci.net


Senate Bill 112 - REAA tax 

Suzanne Mullen

Page 1 of I

From : Terry and Krystie Depue [eagle123@gci.net]
Sen t: Tuesday , March 08, 2005 10:39 PM
To: Sen. Ben S tevens; Sen. Ben Stevens; Sen. Gary S tevens; Sen. Johnny Ellis; Sen. Con Bunde;

Sen. Kim Elton; Sen. Charlie Huggins; Sen. John Cowdery; Sen. Hollis French; Sen. Albert 
Kookesh; Sen. Bettye Davis; Sen. Lyda Green; Sen. Donny Olson; Sen. Gene Therriault; Sen. Fred 
Dyson; Sen . Gretchen Guess ; Sen. Ralph Seekins; Sen. Tom Wagoner; Sen. Lyman Hoffman; Sen. 
Bert Stedman; Sen. Gary Wilken

Subject: Senate Bill 112 - REAA lax 

Dear Senator,

Please vote against SB112, which taxes bush residents. This tax will cause many people to 
not be able to live in the bush of Alaska as they traditionally have. We have a very low 
income, as do many people in the bush because that is the only way to make it in our 
communities. We don’t take in much money but can afford to live here because we do not 
spend much either. We work hard for the minimal income that we make and do not take any 
assistance from the State for our income, we are not on welfare. Most taxes are based on 
income so those that do not have do not get taxed. A blanket tax unfairly hits the low income 
households the hardest and is the worst type of tax. Frankly, I do not know where we would 
get the money to pay this tax. Life here is hard enough without adding a flat state tax.

Thank you for your consideration. Please do not make Alaska another tax burdened state.

Sincerely,

Terry J. Depue

P.O. Box 123

Eagle, AK 99738

3/9/2005

mailto:eagle123@gci.net


550 West Seventh Avenue, Suite 1770 • Anchorage, AK 99501 
Telephone: 907-269-4560 • Fax: 907-269-4539

April 1,2005

The Honorable Lyda Green 
Co-Chair
Senate Finance Committee 
State Capitol, Room 516 
Juneau, AK 99801-1182

The Honorable Gary Wilken 
Co-Chair
Senate Finance Committee 
State Capitol, Room 518 
Juneau, AK 99801-1182

Re: CS FOR SENATE BILL NO. 112(CRA)

Dear Senator Green and Senator Wilken:

I am aware that the Senate Finance Committee will be holding a hearing on 
CSSB 112(CRA) on Monday, April 4. Regrettably, I am unable to participate. The 
Local Boundary Commission met in public session on March 25 to address 
CSSB 112(CRA) and voted unanimously to support the concept of the bill.

Please accept this letter and the attachment as written testimony on the bill. The views 
expressed in this letter and attachment are the consensus of the entire Commission and 
are also consistent with the policy positions expressed by the Commission in its 2005 
report to the Legislature.

Enclosures
3/9/05 prepared comments of LBC Chair Darroll Hargraves

cc/enc: Members of the Local Boundary Commission
Edgar Blatchford, Commissioner, Department of Commerce, Community, and 

Economic Development

Sincerely,

Darroll Hargraves 
Chair

Members: Darroll Hargroves. Crura. Gcorgianna Zrmmorlo. Fust Judicial District 
Robert Harchntek, Second Judicial District. Bob Hicks, third Judicial District, 

lony Nakazawa fourth Judicial District



Prepared Remarks to the Alaska State Senate 
Committee on Community and Regional Affairs

Darroll Hargraves, Chair, Local Boundary Commission
March 9, 2005

Regarding Senate Bill Number 112

Thank you Mr. Chairman and members ofthe Committee.

For the record, my name is Darroll Hargraves; I serve as Chair of the Alaska 
Local Boundary Commission.

I have lived and worked in a number of different places of this state -  some of 
which are unorganized and others which are cities and boroughs. In all types of 
areas, I have enjoyed a high level of services. I have paid taxes, and I have not 
paid taxes, depending on where I lived. From a personal financial standpoint, it 
is a lot more enjoyable to live in the unorganized areas of Alaska.

On behalf of the Local Boundary Commission, I am testifying in favor of the 
concept reflected in Senate Bill Number 112.

There are a number of fundamental public policy arguments in favor of SB 112. 
The Local Boundary Commission support0 statewide taxpayer equity, which has 
been elusive since the beginning of statehood. T 'e  Commission especially 
supports Senate Bill 112 as a means to remove disincentives for the 
incorporation of boroughs.

The fact that municipal school districts are required to make local contributions in 
support of schools, while regional educational attendance area school districts 
have no such requirement, is clearly one of the biggest impediments to borough 
formation by local action.

The concept presented in Senate Bill 112 would remove that impediment by 
leveling the playing field. Everyone would pay taxes to support State services 
offered at the local level.

Mr. Chairman and members of the Committee, I refer you to pages 115 -  122 cf 
the Local Boundary Commission's annual report to the current legislature for 
further details about taxing unorganized areas of the state.

I recognize that some technical refinements to the bill might be necessary as the 
bill proceeds through the legislative process. In that regard, I encourage the 
Committee to feel free to call upon the Commission's staff for any assistance.



Remarks of LBC Chair 
Re: SB 112 
March 9, 2005

I also take this opportunity to remind the Committee that the Local Boundary 
Commission has urged a number of other measures intended to achieve the 
vision ofthe framers of our Constitution to provide incentives for the voluntary 
incorporation of boroughs.

In conclusion, I again express the Commission’s continuing support for the 
concept presented in Senate Bill 112. Thank you for your attention.



than full time, or workers w ho  had higher skill 
levels than those requ ired for the position in 
wh ich they were work irg . O ther workers live 
where  there are few  em p loym en t opportunit ies 
and so have not looked for work , a requ irement 
to be  cons idered unemp loyed .

In 2003, many nonresident workers filled good 
pay in g  jo b s  tha t re q u ir e  re la t i v e ly  m ode s t  
educa t ion  or training. Based upon an analysis of 
A la sk a  o c c u p a t io n a l  w a g e  r e c o r d s  a n d  
occupat iona l information prov ided by employers, 
more than 85% o f all nonresident workers were 
emp loyed  in jobs requ ir ing educa t ion  less than or 
equa l to an associate degree (approximate ly two 
years o f  postsecondary education). (See Exhibits 
20and 23.) In fact 44.7% o f nonresident workers 
m ade  more than the m ed ian  res iden t wage 
($6,136) in at least one quarter dur ing 2003.

In 2003, nonresident workers were  emp loyed 
th roughout the state, many in jo b s  w ith re latively 
high average earnings requ ir ing less than a four- 
year degree . The North Slope Borough, which 
inc ludes the Prudhoe Bay oilf ie lds, in particular 
had a large number o f nonresident workers earning

a significant amoun t o f money (approximately 
$112 million) in occupations that requ ired  less 
than a four-year degree. (See Exhibit 23.)

Returning Nonresident Workers
Alaska attracts many new  nonresident workers 
each year. Some work in seasonal, low-paying 
jobs, wh i le  others may use their spec ia l ized skills

Nonresident Workers
By Education Required for Occupation 20

Resident
309,468
81.9%

Nonresident
M  or less
55.154
14.6%

BA or higher 
—  7.408 

2 .0%

^  NA"
5,743
1.5%

• NA-not available
Source: Alaska Department oI Labor and Workforce Development, Rosoarch and Analysis Section

Alaska Resident and Nonresident Workers and Wages
2002 and 2003 “ ■ ■

Industry Resident Workers Nonresident Workers Resident Wages in SI.000s Nonresident Wages in S1 000s
Percent Percent Percent Percant

2002 2003 Change 2002 2003 Change 2002 2003 Change 2002 2003 Change

Ag/Forestry/Fishmg 1,465 1,486 0.1 818 875 7 0 $34,685 $32,139 -7.3 $15,200 $15,146 -0.4
Mining 11.125 9,996 -10.1 3,659 3,353 -8,4 767,868 673,477 -12.3 256,362 211,688 -17.4
Utilities 2.115 2,041 -3.5 130 115 -11 5 110,842 106,512 -3.9 3,510 2,71’ -22.8
Construction 21.636 22,619 3.6 5,556 5,627 1.3 688.970 759,339 10 2 102,750 126,275 21.9
Manufacturing 9,516 9,783 2.8 13,852 14,602 5.4 218,577 230,331 5.4 138,465 166,347 20 1
Wholesale Trade 6,502 6,570 1.0 1.029 997 -3.1 212,926 223,731 5.1 14,273 14,445 1.2
Retail Trade 40.599 40,596 0.0 6,823 6,528 -4.3 793,976 822,551 3.6 53,634 52,830 -1.6
Trans/Warehousing 20,012 19,680 -1.7 4,849 5,129 5 8 685,668 681,074 -0.7 147,618 158,099 7.1
Information 7.683 7,532 ■2 0 776 668 -13.9 304,361 307,579 1.1 13,771 13,992 16
Finance and Insurance 9,253 8 980 -3.0 807 812 0 6 344,334 361,108 4.9 13,295 13,943 4 9
Real Est/Rental/Lease 5,581 6,033 8.1 807 766 -5.1 110,313 134,802 22 2 7,257 7,362 1.4
Prof/Scientific/Tech Svcs 10.828 11,250 3 9 2.086 2,162 3.6 401,435 415,947 .3.6 47,896 58.714 22 6
Mgt ol Companies 114 395 246 5 7 63 800.0 5,698 22.781 299.8 214 3.383 1,480 8
Admin Sppt/Wasle Mgt 11,203 12,362 10 3 3,423 3,892 13.7 228,006 261,414 14 7 39.378 55,803 41.7
Educational Services 1,926 2,065 7 2 538 560 4.1 44,413 51,255 15.4 5,089 6,460 26.9
Health Care/Social Assist 31,300 34,156 9 1 3,953 4,043 2.3 923,504 1,031,240 11.7 67,117 67,386 0.4
Arts/Entertain/Recroation 4,232 4,166 -1 6 1,370 1,303 -4.9 43,881 46,427 5 8 7,913 8,051 1.7
Accommodation/Food Svcs 30,025 28,487 •5.1 10,870 10,485 -3 5 364,361 349.273 -4.1 72,133 70,724 -2 0
Othor Services 11.269 10.424 •7.5 1,768 1,637 •7.4 233,281 226,300 -3.0 17,133 16,935 •1.2
Public Administration 115 382 232 2 12 23 91.7 1,889 0,526 404.3 114 244 114.0
Non-Classifiablo 76 92 21,1 90 91 1.1 1,826 1,246 •318 1,003 495 • 506
Total Private Sector 236.795 239,095 1 0 63.223 63,731 0 8 5,608,352 5.938,730 5.9 1,024,165 1,070,034 4.5

Stato Government 24,472 24,342 •0.5 1,667 1,610 -3.4 859,189 884,038 3.0 26,398 28,003 6.1
Local Government 45,254 46,031 1.7 3,082 2,964 •3 8 1.250,652 1,290,527 3 2 37,427 39,375 5.2

Total 306.521 309.468 10 67,972 68.305 0 5 17,718,194 18.111.901 5 1 11,088.011 $1,137,411 4 5

Source: Alaska Dopurtmont of Labor and Workforce Dovubpmont Roseai.ii and Analysis Section

NONRESIDENTS WORKING IN ALASKA 2003
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SEN ATE COMMITTEE REPORT 
First Conrnittee of Referral

DATE: 2/23/05 FURTHER: ( Finance

Date of 5-Day Notice: 3 / 3 / o r DATE TURNED 
IN TO OFFICE: H l l £ _(in accordance with Uniform Rule 23)

Community and Regional A ffa irs Comm ittee considered SENATE BILL NO. 112

SL 112 TAX ON REAA RESIDENTS

"An Act imposing a tax on residents of regional educational attendance areas; and providing for an effective 
date."

and recommends: 

be replaced with 

[ ] adopt previous _

[ ] attached amendment(s)

( ] adopt Letter of Intent by 

[ ) further referral to ______

NEW FISCAL NOTE(S):

c s  S b U ^

C S ___________

Committee

Committee

Senate Bill:
[ ] Same Title 

^ jx l 'N e w  Title

House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
( ] New Title w/ 

SCR #_____

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN#

%Lx? X 1
1

Department Date Fiscal Indet. Zero FN#

APPROPRIATION - no fiscal nolo

SIGNATURES AND RECOMMENDATIONS: Do
Pass

Do Not 
Pass

:r —-—— -- - . - _

No Rec Amend
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Finance Comm ittee considered S l. 'T E  BILL NO. 113

SB 113 GULF OF ALASKA GROUNDFISH FISHERY 

"An Act relating to entry into and management of Gulf of Alaska groundfish fisheries."

and recommends:

[ ] be rep la ced with 

[ v / f  adopt p re v io u s _

CS

c s  _ J b B  1 1 3

[ ] attached amendment(s)

[ s j f  adopt Letter of Intent by <= \̂<L Committee

[ ] further referral to Comm ittee

CS Senate Bill: 
[u ^S am e Title 
[ J New Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #_____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Ind. Zero FN#

F + t i j csrec. ^Zd .o

Department Date Fiscal Ind. Zero FN#

[ ] APPROPRIATION - no fiscal note

SIGNATURES-AND RECOMMENDATIONS:
DO
PASS

Do Not 
Pass No Rec AMEND

C0CHfllR: L X j u / . - \ l

c—  . b n * ,  s  _ u X



REPORTED out

FISCAL NOTE Ai'R I  o 2005

- r-i *ANCE
STATE OF ALASKA
2005 LEGISLATIVE SESSION

R evis ion  D a te /T im e  (N o te  if c o r rection):  
Title An Act Relat ing  to Entry into an d

Fisca l  Note  N um ber:  

Bill Version:

() Publish  Date:

Dept. Affected:
'R D U

C S S B  113 (R E S)

Fish a n d  G a m e  
Adminis tration a n d  Su p p o r t

S p o n s o r
R e q u e s t e r

M a n a g e m e n t  of Gulf of A laska  Groundfish
S e n a t o r  B en  S t e v e n s  by R e q u e s t_________
S e n a t e  F in a n c e  C o m m it tee

C o m p o n e n t  B o a rd s  of F isher ies  a n d  G a m e

C o m p o n e n i  No. 2 0 4 8

E xpenditu res/R evenues
Note; A m o u n ts  d o  n o t  include  inflation u n le s s  o th e rw ise  n o ted  below.

(Thousands of Dollars)

O P E R A T IN G  E X P E N D IT U R E S FY 20 0 6 FY 200 7 FY 2008 FY 2 0 0 9 FY 2010 FY 2011
P e r s o n a l  S e rv ic e s 0 .0 • • •

T ravel 28 .8 » • *

C o n trac tu a l 16.8 • • • ♦

S u p p l ies 0 .0 • • • • •

E q u ip m en t 0.0 m « • • •

Land  & S t ru c tu re s 0.0 • • 9 • •

G ra n ts  & C la im s 0.0 • • • • •

M isc e l la n eo u s 0.0 • 9 * • •

TOTAL O P E R A T IN G 45,6 • • » • •

ICAPITAL E X P E N D IT U R E S 0.0 * * * *

C H A N G E  IN R E V E N U E S  ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND S O U R C E ( T h o u s a n d s  of Dollars)
1002 F e d e ra l  R e c e ip t s 0 .0 • • •

1003  G F  M atch 0.0 • * • •

1004 G F 0.0 • • 9 •

1005  G F /P ro g ra m  R e c e ip t s 0 .0 • • • 9

1037  G F /M enta l  Health 0 .0 • 9 • 9

11 5 6  R cpt  S v c s 45.6 • • •

T O T A L 45.6 • m • •

0.0E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (FY 2005) c o s t :
C h e c k  t h i s  b o x  (X) if f u n d i n g  fo r  t h i s  bill i s  i n c l u d e d  in t h e  G o v e r n o r ' s  FY 2 0 0 6  b u d g e t  p r o p o s a l :

PO SIT IO N S
Full-time
Part - t im e
T em p o ra ry

AN ALYSIS: (Attach a separate page if necessary)

The authorities provided in S.B. 113 allow the Alaska Board of Fisheries (board) to explore innovative Gulf 
of Alaska (GOA) groundfish fisheries allocation and management strategies in ways that benefit the 
resource, the resource users, and the communities dependent upon them.

The GOA groundHsh fisheries are comprised of a diverse group of users, vessels, gears, areas, and 
species. In order to implement this legislation, the board will do the following:

_____________________________________________________________________  (continued on paae 2)
P r e p a r e d  by: 
Division

A p p ro v ed  by: 
A g e n cy

S a r a h  G ilber tson ,  Legisla tive  Liaison P h o n o  (9 0 7 ) 4 6 5 - 6 1 3 7
ADF&G C o m m iss io n e r 's  Office DatofTimc 4 /28 /05  7.24 AM

McKio C am p b e l l ,  C o m m iss io n e r D ate  4 /2 8 /2 0 0 5
A lask a  D e p a r tm e n t  of F ish  a n d  G a m o

t iW im t uijar.’ ufl* OMIl) Page 1 of 2



FISCAL NOTE

ANALYSIS CONTINUATION

(continued from page 1)

(1) Continue the board's GOA Groundfish Rationalization Task Force; hold 3 to 4 additional meetings piior 
to community hearings. Costs for these task force meetings include 3 board members travel, 2 to 3 
ADF&G staff travel, and meeting room costs.

(2) Hold hearings in affected communities around the Gulf of Alaska (e.g., Kodiak, Homer, Sand Point and 
others) in order to receive public and community input on options for structuring the groundfish fisheries lo 
maximize fishery benefits, ft is intended that program development for each GOA groundfish Hshery will 
be developed in the transparent board public process, and not within this legislation. The final list of 
communities at which hearings will be held will depend upon the proposals/requests received by the board 
nr Commercial Fisheries Entry Commission (CFEC) for consideration of examination of specific GOA 
groundfish fisheries.

(3) Add 2 to 3 meeting days to its schedule during FY 06 to specifically report to the full board on input 
from the community hearings, to receive further public input, and to work further on program development.

Passage of this legislation gives the board and the CFEC a new tool in their toolbox, and in and of itself 
has no immediate fiscal impact. However, as the board and CFEC consider the development of a new 
program, the Alaska Department of Fish and Game anticipates some modest costs for travel and 
extended meetings as noted above.

At this point, it is unknown how program development might effect future data technology and personnel 
needs. Therefore, subsequent costs are indeterminate pending the shape and extent of any "designated 
access privilege" program established by the board and CFEC.

STATE OF ALASKA BILL NO. CSSB 113 (RES)
2005 LEGISLATIVE SESSION
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FISCAL NOTE
STAT E OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title An Act Relating to Entry into and

Fiscal Note Number: 
Bill Version:
() Publish Date:

Dept. Affected:
’ RDU

APR •> 3 ^ j5

11 *-

CSSB113(RES)

Fish and Game
Comm. Fish Entry Commission

S p o n s o r
R e q u e s te r

Management ol Gulf of Alaska Groundfish
Senator Ben Stevens by Request________
Senate Finance Committee

Component Commercial Fisheries Entry
Commission______________

Component No. 471

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 0.0 • « » 4 •

Travel 20.0 • * • 4

Contractual 0.0 ♦ • 4 •

Supplies 0.0 • « • •

Equipment 0.0 « 4 • ♦

Land & Slructures 0.0 • 4 • ■4

Grants & Claims 0.0 • 4 • 4-

Miscellaneous 0.0 • • 4 • 4

TOTAL OPERATING 20.0 • • 4 • •

CAPITAL EXPENDITURES 0.0 0.0 0.0 00 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 00 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 •

1003 GF Match 0 0 ■ • •

1004 GF 20.0 • • • •

1005 GF/Program Receipts 0.0 • 9 • •

1037 GF/Mental Health 0.0 • • • •

1156 Receipt Supported Services 0.0 • • •

TOTAL 20.0 • # ♦ • •

0.0Estimate o f any curren t year (FY2005) cost:
Mark this box (X) if fund ing fo r this bill is included in the Governor's FY 200G budget proposal:

POSITIONS
Full-time 0 0 0 0 0 0
Part-Iin.e 0 0 0 0 0 0
Tem porary 0 0 0 0 " a

ANALYSIS: (Attach a separate page it necessary)
Passage of CSSB113(RES) will allow hut not mandate establishment of a new type of limitation program for 
Ihe participation in Gulf of Alaska groundfish fisheries It also provides a new procedural working 
relationship between Ihe Alaska Board of Fish and the Commercial Fisheries Entry Commission for Ihe Gulf 
of Alaska groundfish fisheries. Initially there will be some modest costs for travel as the two agencies 
conduct joint groundfish public hearings lo determine Ihe scope of these fisheries and analyze Ihe need for 
limitation protection. Al this lime subsequent costs are indeterminate pending the shape and extent of any 
"designated access privilege” (DAP) programs established CFEC will need to consider tho integration of 
any new program into its existing esponsibiiilies. for example: additional groundfish fisheries research,

Continued on page 2
P r e p a re d  by: Shirley P e n ro se .  Adminis trative Officer
Division C om m erc ia l  F isher ies  Entry C oin?iiss ion

P h o n e  ‘I07-700-G9G0
Date/T im e 4 /27/05 H 51 AM

Approved  by: Frank M Hom nn, C om m iss ioner
Agency

D ate  4 /27 /2005
C om m erc ia l  F isher ies  Entry C om m iss ion

|M. ,.u,ir< JVJMM OMD) Page 1 of 2



FISCAL NOTE

A N A L Y S I S  C O N T IN U A T IO N

adjudications resulting from any new DAP program, licensing and management of any DAPs issued and 
likely significant need for information technology services. If any DAP limitations are authorized under this 
legislation a key component of costs could be the design and implementation of an electronic resource 
harvest reporting system. Future analyses will be needed to investigate the current federal reporting 
system and its applicability to state fisheries.

CFEC anticipates an FY06 cost of $20,000 for the agency to participate in the series of meetings with the 
Alaska Board of Fisheries and its Groundfsh Working Group that comprise the initial step in the process 
set forth in CSSB 113(RES). CFEC's current travel budget is insufficient to cover this additional expense, 
so a travel line increment is necessary. Because permit and license renewal fees are not currently 
generating enough revenue to cover an increase with Receipt Supported Services (RSS) funding,
General Fund funding is requested for this small increment. However, if SB 93 (CFEC fee bill) is passed 
by the legislature this session, the resulting increase in CFEC-generated revenues in subsequent years 
should be sufficient to fund anticipated future CFEC costs associated with implementing the provisions of 
CSSB113(RES) with RSS funds.

STATE OF ALASKA BILL NO. CSSB1 i3(RES)
2005 LEGISLATIVE SESSION
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ALAj KA s t a t e  l e g is l a t u r e

Official Business

Senate Resources Committee
S e n a to r  T o m  W a g o n e r ,  C h a i r  
State Capitol, Room 427 
Juneau, AK 99801-1182 
Phone: (907) 465-4907 Fax: (907) 465-4779

Senator Ralph Seekins, Vice-Chair Senator Fred Dyson
Senator Ben Stevens Senator Bert Stedman
Senator Kim Elton . Senator Gretchen Guess

Letter ol’In tent - April 25, 2005
SB 113: Gulf of Alaska Groundfish Fishery•/

The Memorandum of Understanding between the Alaska Board o f  Fisheries (BOF) 

and the Alaska Commercial Fisheries Entry Commission (CFEC), .vith respect to 

the Gulf o f  Alaska Groundfish Fisheries, is hereby adopted as a Letter of Intent.

A copy of that four page document, signed by Bruce Twomley, Chair o fthe  CFEC 

and Arthur N. Nelson, Chair of the BOF, dated April 5 and 6 2005 respectively, is 

attached and made part o f this document.

April 25, 2005/mj COMMITTEE COPY



Memorandum of  Understanding between the Alaska Board of Fisheries and the Alaska Commercial

Fisheries Entry Commission with respect to the G ulf  of Alaska Groundfish Fisheries

SB 113 (ihe Acl) is now pending before the Alaska Stale Legislature and, i f  passed, would 

authorize (but not mandate) a dedicated access privilege program (as defined in the Amt) as a new, 

alternative fomi o f  limited access potentially applicable for limiting access to the Gulf o f  Alaska 

groundfish fisheries within State of Alaska jurisdiction.

A.S 16.43.530(a) [Sec. 5, lines *1-8] provides in relevant part:'

I f  the commission finds that entry into a Gulf o f  Alaska 

groundfish fishery should be limited on the "basis of 

dedicated access privileges to serve the purposes of this chapter, 

the commission may adopt regulations, developed in conjunction 

with the Board o f  Fisheries, tha’ are necessary 

to establish and implement a dedicated access 

privilege program for that fishery.

This Memorandum of Understanding (MOU) between the AlaskaBcard o f  Fisheries (the Board) 

and the Alaska Commercial Fisheries Entry Commission (tire Commission or CFEC) sets forth the 

agreement between the Board and the Commission outlining the procedure by which the two bodies 

intend to develop regulations in conjunction with each other, ’ihe  purpose o f  this MOL is to provide a 

working definition of tire phrase "in conjunction with” as understood by tire two bodies.. W hen this 

agreement is finalized, the Board and the Commission will present tire agreement to the legislature and 

propose the agreement he incorporated into the legislative history o f th e  Act.

Tliis agreement will take effect on passage of the .Act.

I



Ia  this agreement, references to the Board and to the Commission include representatives of each 

body delegated to ensure the outlined procedure may go forward in a timely fashion not restricted by the 

public meeting schedule of either fall body.

In this memorandum, the term fishery' refers only to Gulf of Alaska groundfish fisheries as 

specified i a A S  16.43.530(a).

To outline the steps in the process by which the Board and the Commission will develop 

regulations for the Gulf o f  Alaska Groundfish fisheries under the Act, the Board and the Commission 

agree as follows.

(1) As practicable, the Board will continue to explore options through the Gulf of Alaska Groundfish 

Rationalization Committee process and will continue to include the Commission or its representative in 

such meetings.

(2) As soon as practicable, the Board, in consultation with the Alaska Department o f  Fish and Game 

(ADF&G), will identify for the Commission the particular fisheries the Board believes to be most in 

need of immediate review. Similarly, the Board will identify those fisheries the Board believes do not 

require limited access at this time, 'Die Board m ay  also transmit any guidance the Board wishes to offer 

with respect to the fisheries.

Neither the Board nor the Commission will be proposing limited access for a fishery in the absence o f  ar. 

express request from participants in tire fishery to do so. This practice pre-exists this agreement: in 

more than 20 years, the Commission has not proposed limitation of any fishery without a specific 

request from the public to do so, and the commission has turned down many requests it has received.

(3) In light o f  die information presented by tho Board and ADF&G, the Commission will develop data 

and analyses o f  the fisheries and generally examine the fisheries under the standards set forth in the Act.

(4) When the Commission develops preliminary findings or a proposal for any o fthe  fisheries, prior to 

making a public proposal for the adoption o f  regulations, the Commission will present its preliminary

2



findings or proposal to the Board for the Board’s review and guidance under the standards set forth in 

trie Act. The Board and the Commission will meet to discuss these matters. The Board may concur in 

the Commission’s preliminary findings or proposal. In the event the Board takes issue with any 

preliminary findings or the proposal, the Board shall specify for CFEC how the particular matters fail to 

meet the standards set forth in the Act or other policy goals of the Board. Upon notice of such issues, 

CFEC will reconsider any of its preliminary’ findings or its proposal and report the results of its 

reconsideration to the Board.

(5) When CFEC proposes regulations for a fishery, during the following public comment period, the 

Board and CFEC will hold joint hearings to receive public comment on tire proposal. In addition, the 

Commission will share any writfen public comment it receives w'*h the Board.

(6) In addition to the Board's opportunity to comment under the procedures of paragraphs (2), (4), and 

the following paragraph (7), the Board is free to comment throughout the public comment period.

(7) Following the public comment period, based on public comment received, the Commission will 

develop and present to the Board its preliminary findings with respect to tire proposed regulations 

including proposed modifications ofthe original proposal. Hie Board may concur in these preliminary 

findings. In the event tire Board takes issue with any of the preliminary findings, the Board may ask the 

Commission to reconsider its preliminary findings specifying where they failed to serve standards set 

fonb in the Act or other policies of the Board. In the event the Board raises such issues, the 
Commission will reconsider any of its preliminary findings.

(8) In making ilieir final decision on proposed regulations for a fishery, the Commission will fully 

consider any comments by the Board and will specifically address those comments in writing in tin 
Commission's rationale supporting its final decision.



(8) Future Commission regulatory proposals pursuant to the Act wall be governed by the procedures 

outlined herein.

Alaska Board of Fisheries

Date

Alaska Commercial Fisheries Entry Commission

Bruce Twomley 
Chair

;Date/
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Senato r Ben Stevens

1. Pay j  2. II. 24-25 A D D S "ex cep I lor mechanical j igg ing  m achine fisheries"

This woiilil rem ove m echanical jigging lishei ies within state waters from 
consideration  o f  a  DAP program,

2. Page fi. II. 3-7 AD D S "(2) "Ciulf o f  Alaska ground fish fishery" m eans a  fishery 
in the G u l f o f  Alaska in which groundfish are taken in a specified administrative 
o r  registration area using a specified type o f  fishing gear  that is either pelagic 
travv I, noil-pelagic travv I, pot. or longlmc gear; “ ( iu lf  o f  Alaska groundfish 
fishery" does not include mechanical jigging m achine fisheries.”

This  clarifies what fisheries would he available for consideration o f  a I JAP program.

3. Page h. II. 17 20 A D D S "(d) Notwithstanding AS lfi.05.SI5 and AS lfi.43.P75. 
the com m iss ion  o r  the Department o f  f ish  and I iame m ay release to the ow ner o f  a 
\e s se l  information on the vesse l 's  history o f  harvests in a fishery that is necessary lo 
applv  for a dedicated access privilege issued under AS lfi.43.530."

file success o f  a dedicated access privilege program m ay depend on the state's ability to 
limit access o f  skippers and vessels based on their past fishing history. Through its 
l icensing and catch records, the stale has information to determine vessel eligibility. This 
addition enhances the breath or scope o f th e  bill.

( til rentl> the vessel ow ner  does not ha\ e direct access to this information. I he vessel 
o\\ net can get the information only  by ( I ) locating former captains and obtaining their 
authorization to release the catch information (not always a workable  option); or (2) 
ob ta in ing  a court order under AS lfi.05.NI5 lot release o f th e  information. Either o f  these 
two options can be too burdensom e lo a vessel owner attempting to establish the vessel's 
eligibility  under s tate-imposed deadlines.


