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Thus, at common borough millages of 5 or 10 and the 
trigger appropriation level, HB 192 revenue sharing would 
provide insignificant revenues to any individual ncn-pipeline, 
newly-formed borough since the total support to 21 old 
REAA's would have been from $65,000 to 51,300,000.
Shared Corporate Income Taxes
AS 43.20.016 distributes the appropriation for shared cor­
porate income taxes in an amount equal to that received 
by boroughs in FY 78, or for newly-formed boroughs in amount 
equal to the FY 78 receipts of the borough closest in pop­
ulation, pro-rated if the appropriation is insufficient 
to fund these base levels. If it is greater, the excess 
is distributed per capita.
FY 78 total distribution was $10,571,500. FY 80's appro­
priation was just a little above that, $11,400,000. If appro­
priation levels remain sufficient to only fund base amounts 
the entitlements of newly-formed boroughs would be:

REAA Population £/ Base Entitlement
Adak 3,200
Alaska Central Railbelt 1,095 
Alaska Gateway 788
Aleutian Region 2,375
Annette Island 962

7.275
13.985
13.985
7.275

13.985 (can't on p. 6)

3/ These estimated new Chapter 88 revenue sharing en­
titlements are based on a pro-ration factor of 
2.61 shown on the attached Legislative Affairs com­
puter simulation of HB 192 dated February 19, 1979.
As the new boroughs took a bigger bite of the pie 
the pro-ration factor would decrease. Thus, the 
estimates for the higher millages become progressively 
greater than they should be. However, the estimates 
still give a rough idea of entitlements and a more 
accurate picture of the relative fiscal effect if 
only one or two REAA's should actually convert to • 
boroughs.

4/ Estimated by applying ratio of total population to 
ages 5 through 18 from appropriate .1970 census 
divisions to Department of Education pupil ADM figures 
for FY 78 and adding population of city scnool dis­
tricts from "Alaska Taxable 1978". The total popula­
tion differs from that in Appendix I because of the 
inclusion of Valdez and one year later data.



Senator Arliss Sturgulevski -6- 11/15/79

REAA Population Base Entitlement
Bering Strait 4043 7,275Chatham 3178 7,275
Chugach 7438 1,220,920
Copper River 1925 7,275
Delta/Greely 3051 7,275
Iditarod 731 13,985
Kujpuk 880 13,985
Lower Kuskokwim 7420 1,220,920Lower Yukon 2615 7,275
Northwest Arctic 3660 7,275Pribilof 973 13,985
Southeast Island 9408 203,145
Southwest 2620 7,275Lake & Peninsula 923 13,985
Yukon Flats 1004 13,985
Yukon Koyukuk 2828 7,275

Total 61,117 $2,834,615
The pattern here presents a crazy-quilt of aid in which 
some larger communities get less than smaller ones, with 
Chugach and the Lower Kuskokwim to receive substantially 
more than any of the others because their populations were 
near that of the North Slope Borough which had, of course, 
large business license tax receipts for FY 78.
Although the administration's estimates for the corporate petroleum 
income tax have remained at $160 million a year (the calendar 
1978 level), legislative finance estimates the petroleum income 
taxes alone, disregarding non-petroleum corporate income taxes, 
will mount to around $600 million by FY 81. If distributions 
were at 10% of this level, $60,000,000, the excess of roughly 
$50,000,000 over base entitlements would bring $7,500,000 to 
newly-formed boroughs on a per capita distribution, more nearly 
offsetting the other financial disincentives to borough for­
mation.
The Lower Kuskokwim should clearly gain from borough forma­
tion as should Chugach if Valdez is incorporated into the 
borough, even at current appropriation levels.

Other Considerations
This analysis has not considered the further decline in state 
support to REAA's that become boroughs that would occur for 
school construction. Under AS 43.1J.100, the state would pick 
up 80% of the debt service for new borough's school con­
struction debt whereas the state now builds entirely at its 
own expense the necessary school facilities for REAA's.
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Of course, with the "Hooch" case settlement new boroughs 
school construction needs may not be that significant 
for some time.
One incentive not considered is the value of municipal land 
selections a new borough would be entitled to under AS 29.18.203. 
However, it may be an incentive to postpone formation suice 
a new borough receives 10% of state lands within its boundary 
at the time of incorporation. So until Alaska's land status 
is resolved, there are disincentives here too, considering 
opportunity costs.
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APPENDIX I
UNORGANIZED BOROUGH ASSESSED VALUES

The potential average assessed value of real and personal 
property in the unorganized borough is estimated in a 
roughshod way here, using data from several points in time, 
partially because that is the way the Department of Edu­
cation does it for the foundation formula, and partially to 
not pretend to insupportable exactitude.
The FY 78 REAA pupil ADM was 10,729 according to the Depart­
ment of Education's "1978-1979 Statistical Report" The 
average ratio of total population to school population (ages 
5 through 18) for all census divisions outside organized 
cities or boroughs in the 1970 consensus was 3.01:1. Thus, 
total REAA population for FY 78 is estimated at 32,294. For 
purposes of estimating property values, we deduct 666 persons 
from this figure for Selawik and Eagle, which levy properry 
taxes and have assessed value figures in "Alaska Taxable", 
but are part of REAA1s.
Using some assumptions from Darbyshire & Associates, August 
1979 Yukon Flats Regional Government Study (see attached 
page 139 from that study) —  namely, 3.6 persons per house­
hold, restricted deeds on 50% of residential property,
$20,000 average value per non-restricted dwelling, and 
$2,000 taxable personal property per household —  I estimate 
assessable values outside taxing jurisdictions at $110,714,000. 
This is conservative in that no commercial or industrial 
values are inputed; such properties are assumed to be in the 
taxing cities in the unorganized borough.
Adding this $110,714,000 to the January 1, 1976 assessed 
value for all cities, except Valdez, which are outside 
organized boroughs, $196,849,710, we get a total assessable 
value for the unorganized borough, excluding Valdez and oil 
and gas property, of $307,563,710.
As of January 1, 1977, total population, excluding Valdez, 
that resided outside organized boroughs was 32,294 estimated 
for REAA's, plus 18,157 for school districts outside organ­
ized boroughs (from "Alaska Taxable 1977"), or 50,451.
The total pupil ADM for FY 78 was the 10,729 for RFAA's plus 
4,730 for all school districts, excluding Valdez, outside 
organized boroughs, or 15,459.
Based on these figures, the average assessed value per ADM 
would be $19,895 and per capita $6,096 in the unorganized 
borough for FY 78 excluding oil and gas property.



Adak
Alaska Central
Alaska Gateway
Aleutian
Annette Is .
Bering S t r a it
Chatham
Chugach
Copper R iver
Oelta/Greely
Id itarod
Kuspuk
Kower Kuskokwim 
lower Yukon 
Northwest A rc tic  
P r ib l lo f  
Southeast Is .  
Southwest 
Lake 1 Pen. t 
Yukon F la ts  
Yukon-Koyukuk

Other

_Eias££l
Federal.

874
Total

Federal Foundation

16.560
89.098

1,469.558 
355,136 
44,531 

187,079 
974,909 
661,549 
278,532 

72,804 
343,113 
900.583 
465,099 
706.247 

2,173,269 
1 ,480,442 
2,316,087 

439,713 
696,690 

1,293,592 
751,920 
415,576 

1,259,442

1,469,558 
355.136 
44.531 

187,079 
974,909 
661.549 
278,532 

72,804 
343,113 
900,583 
465,099 
723,127 

2.262,367 
1,480,442 
2.316,087 

439,713 
896,690 

1,293,592 
751,920 
415.576 

1 ,259,442

17,485,871 17,591,849

245,20) 
1 .226.448 
1,551,000 
1,297,921 

23,125 
1.981.201 

410,502 
230,032 

1,870,637 
1,244,417 
1,239,901 
1,363,986 
3,154,856 
2.227,933 
3.992.413 

467,787 
720,310 

1.649.0)7 
1.635.080 
1,328,863 
2,184,325

>1 Sale of Capital Equipment
2 Includes 21,000 Insurance Proceeds
3 Federal Payments
4 Includes Ind irect Cost Payments
5 Includes AVEL Subsidy

Pupil
Trans

In Lieu Boarding Other
Of Home State

57,737 416,240
160,372 241,488 — ’ ,107
163,454 . 290.336 

160,304
482 —

• •• 10,442
5,645 219,472 1,984

21,080 304.784 305,784
. . . ; 127,968 - - - . . .
m m m 33,024- . . . . . .

289,7)5 482,976- 9,404
267,219 533,200 - 1,760 9

195,392 61,145
31,749 233,920 4,654 . 33,521
50,582 1,016,176 1,070,870

51.500615.072
. 1,033,376 91.811 2,711

126,592 3,181
12,332 294,464

359,824
23,793 3,253

33.708 263,504 '  4.275
209,152 ' 
453,392

17,432
51,500

1,093,593 7.610.656 1,540,707 209,902 <

Total

719.178 
1.629,415 
2,005,272 
1,468,667 

250,226 
2,612,849 

538,470 
263.056 

2,652.732 
2,046,596 
1 ,496,438 
1,667.830 
5,292,484 
2.894,505 
5.120.311 

597.560 
I,0 5 4 ,lf2  
2,008,841 
1.936,567 
1.555.447 
2,689,217

loce)
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9,088 60,417 12.889
19.402 35,816 . . .
2,183 23,248 7,616 .
2,278 12,890 72,638*

2.,209 2.500
30,133 11,348 2.768
24,073 1,670 . . .

m m m . . . 8,903
19,314 21.838
36,343 1,351

20,829 3,101 . . .
20,255 23.864 3,951.
95.177 75,530 142,242;

148,234 68,122 46,4051
169,692 50.4)5 22,340

20,012
29.415

56,090 52,532 26,605
36.250 21,541 231

4.339,
70,505 43.400 122,574

Total
Local

82.394
55,218
33,047
87,806
26,709
44,249
25.743
8.903

41.1?*
37.694
23,930
48,070

312,949
262.761
242.447
20.012
»9,415

116.027
58,022
4,339

336,479

704,959 613,187 499,190 1.817.366

m

I

I



FBI LOCALLY ASSESSED PROPERTY STATE ASSBSSXD PROP. TOTAL TAXABLE PAOPERTT
CAPITA MAXIMUM H S I H W f O T ----------------------------------------IttCUttlMC---- n e U A f K

POPU- HOUSE- ASSESSED OPERATING TOTAL EXEMP- NET OIL GAS GAS GAS
YEAR LATION MOLDS VALUE BUDGET PROPERTY TIONS TAXABLE PIPELINE PIPELINE PIPELINE PIPELINE
____________________________ $_________ SM________ SM_______ $M________ $M________ $H_________ $N___________ SM___________ SH

1960 1 ,6 6 7  476 4 9 ,7 1 0  5 ,59 3  1 0 ,7 12  2 ,3 8 0  8 ,33 2  87 5 ,5 0 0  ' 883 ,832  883 ,8 3 2
81 1 ,7 1 7  490 5 2 ,1 9 0  6 ,0 4 9  11 ,030  2 ,4 5 0  8 , 5 8 0  9 0 1 ,8 5 0  9 1 0 ,4 3 0  9 1 0 ,4 3 0
82 1 ,7 6 8  505 5 4 ,8 0 0  6 ,5 4 3  1 8 ,8 6 5  2 ,5 2 5  16 ,3 4 0  92 9 ,5 5 0  155 ,4 8 0  1 , 1 0 1 , 3 7 0  9 3 8 , 3 9 0
83 1 ,82 1  520 5 7 ,5 4 0  7 , 0 7 3  19 ,204  2 ,6 0 0  1 6 ,6 04  9 5 7 ,1 0 0  368 ,5 6 0  1 , 3 4 2 , 6 6 4  966 ,2 0 4
84 1 ,87 6  536 6 0 ,4 2 0  7 , 6 5 1  17 ,060  2 ,68 0  1 4 ,3 8 0  98 5 ,1 5 0  52 2 ,7 5 0  1,522,">80 9 9 4 ,5 3 0

1985 1 ,9 3 2  552 6 3 ,4 4 0  8 ,2 7 3  14 ,920  2 ,76 0  1 2 ,1 60  1 , 0 1 4 , 9 0 0  526 ,8 0 0  1 , 5 5 3 , 8 6 0  1 , 0 2 4 , 5 6 0
86 1 ,9 9 0  5 , 9  6 6 ,6 1 0  8 ,94 7  12 ,798  2 ,84 5  9 , 9 5 3  1 , 0 4 5 , 5 0 0  511 ,0 0 0  1 , 5 6 6 , 4 5 3  1 , 0 5 5 , 4 5 3
87 2 ,0 5 0  *86  6 9 ,9 5 0  9 ,67 9  13 ,181  2 ,9 3 0  10 ,2 5 1  1 , 0 1 4 , 0 5 0  4 9 5 ,2 0 0  1 , 5 1 9 , 5 0 1  1 , 0 2 4 , 3 0 1
88 2 .1 1 1  <.03 7 3 ,4 4 0  1 0 ,4 6 5  13 ,570  3 ,015  10 ,5 5 5  98 3 ,4 5 0  4 7 9 .3 9 0  1 , 4 7 3 , 3 9 5  9 9 4 ,0 0 5
89 2 ,17 5  o21 77 ,120  11 ,322  1 3 ,9 76  3 ,10 5  1 0 ,8 7 1  95 3 ,7 0 0  4 6 3 ,5 8 0  1 , 4 2 8 , 1 . 1  9 6 4 , 5 7 1

1990 2 ,2 4 0  640 8 0 ,9 7 0  1 2 ,2 43  14 ,400  3 ,20 0  1 1 ,2 0 0  92 5 ,6 5 0  4 4 7 ,7 8 0  1 , 3 8 4 , 6 3 0  9 3 6 ,8 5 0
91 2 ,30 7  659 8 5 ,0 2 0  13 ,2 40  1 4 ,8 29  3 ,29 5  11 ,5 34  89 7 ,6 0 0  43 1 ,9 7 0  1 , 3 4 1 , 1 0 4  909 ,1 3 4
92 2 ,37 6  679 8 9 ,2 7 0  14 ,3 1 7  1 5 ,2 77  3 ,39 5  11 ,8 8 2  870.400  41 6 ,1 7 0  1 , 2 9 8 , 4 5 2  882 ,2 8 2
93 2 ,44 8  699 9 3 ,7 3 0  1 5 ,4 8 8  15 ,7 31  3 ,49 5  1 2 ,2 36  844,900  40 0 ,3 7 0  1 , 2 5 7 , 5 0 6  857,136
94 2 , 5 2 1  720 9 8 ,4 2 0  1 6 ,7 4 8  1 6 ,2 03  3 ,60 0  1 2 ,6 0 3  8 19,400  38 1 ,5 6 0  1 , 2 1 6 , 5 6 3  832,003

1995 2 ,5 9 7  742 1 0 3 , 3 4 0  18 ,1 1 5  16 ,6 94  3 ,710  1 2 ,9 84  794 ,7 5 0  36 8 ,7 6 0  1 , 1 7 6 , 4 9 4  807,734
96 2 ,6 7 5  764 1 0 8 ,5 1 0  1 9 ,5 9 3  1 7 ,1 9 2  3 ,82 0  1 3 ,3 7 2  7 7 0 ,9 5 0  3 52,960  1 , 1 3 7 , 2 8 2  781 ,3 2 2
97 2 ,75 5  787 1 1 3 , 9 3 0  21 ,1 87  17 ,7 08  3 ,93 5  1 3 ,7 73  748 ,0 0 0  33 7 ,1 5 0  1 , 0 9 8 , 9 2 3  761 ,7 7 3
98 2 ,83 7  811 119 ,6 3 0  22 ,909  18 ,2 44  4 ,05 5  1 4 ,1 89  725,050  32 1 ,3 5 0  1 , 0 6 0 , 5 8 9  7 39,239
99 2 ,9 2 3  935 125 ,6 1 0  24 ,7 83  . 1 8 ,7 8 8  4 ,17 5  14 ,613  703 ,8 0 0  30 5 ,5 4 0  1 , 0 2 3 , 9 5 3  718,413

2000 3 ,0 1 0  660 131 ,8 9 0  26 ,7 97  1 9 ,3 5 0  4 ,3 0 0  1 5 ,0 50  682,550  289 ,7 4 0  987 ,3 4 0  6 9 7 ,6 0 0
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LEGISLATIVE PROPOSALS RELATED TO ORGANIZATION

AND

FINANCIAL EQUALIZATION IN THE UNORGANIZED BOROUGH
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S la  » w r ; n l i W  bnrowghs 
and u r « ! c <  area w it h in  
u n o rg a n ize d  I n a t i i M

I l l a r t l M i l t i a ,  f n l t n ,  
l i t e r  lo r ,  S o uthw este rn , 

S M l l i c n l r a l ,  S o u th e a s te rn ) 
b t l l n i l i  a l  each M a r t M l i f i l  
lo rvw g b  r c / n i m M  an e le c t  
ed I f n - a c a l e r  a d v is o ry  * 
board.

D ir e c t  Ire  a t ta  llie  a a l e r  
a f im o rn jn lre d  boroughs; 
d ls c r e t lu n a iy  w ith  toe 
l e g i s l a t i v e  A f f a i r s  Agency 
a t ta  th e  subseipteut e s ta b ­
lishm ent o f  i c r v l c e  areas.

A u th o r ity  mas re ta in e d  hy the 
l e i j l t l a l  >re to  le vy  t e r r lc e  
area la n e s , w ith  tire lo c a l 
A l f a l r s  Agency a u th o rize d  
to  c o l le c t  any taxes which 
were le v ie d ; the u no rga n­
ize d  borough boards were 
g r a o lr d  the a u t h o r it y  to 
re c e iv e  and ex|wwwl funds.

Ie « la a a l  u n o rg a n ize d
as a y r e r e q a l i l t e  ta  s o -c a lle d  
re fIo n a  I hu rou f h s i  s e r v ic e  
areas a a t h o il ie d  w lt b la  re
eternal u n o rg a n ize d  ta re u g h s . 
A re g io n a l b o ro u g h, 
e s ta b lis h e d , wooId

aace

v is e d  by aa e le c te d  re g io n a l 
c l ) .

Rowadary d e te ra ln a tIo n s  lo r  re  
f ln n a l  u n o rg a n ize d  boroiujhs 
were m an datory; the f i r s t  
e le c t  I on f a r  the e s t a b lis h -  
■eat a f a r e f lo n a l  borough was 
a ls o  w a n d a to ry, la it subsr<|oent 
a c t io n  seek ing In c o rp o ra tio n  
o f r e f lo n a l boroughs r e g u lic d  
sulaxlssloa o f a p e t it io n  fin w  
area v o te rs .

A R e flo n a l and Cnaoam lty 
A f f a i r s  funil was e s ta b lis h e d  
as a source o f  shared revenuos 
fo r  borough g o v 't s ,  and fo r  
re g io n a l u n o rg a n ize d  boroughs 
(w it h  a I M  r e n r v e  la r  c i t i e s  
o f the u n o rg a n ize d  b o ro u g h ), to 
be d l s l r l l m l e d  on llu? b a sis  of 
p tg m la tln o  r a t i o  and Income 
d o f lc le u c y . Ho f is c a l  e stim a te  
was p ro v id e d .
R egional u n o rg a n ize d  boroughs 
w ig h t s e le c t (W . land r n l l t l e -
m c n t.

JK -MI

M  161 (19/1)

Name; s e r v ic e  areas a f  th e  u n - 
o rg a n ize d  borough were a u th o r ­
iz e d . A u th o r ity  was g iv e n  to  
th e  d i r e c t o r  of lo c a l  A f f a i r .  
Agency to  e s t a b lis h ,  a l t e r  and 
a b o lis h  u n o rg a n ize d  hoiough 
areas In accordance w ith  
standards ho Je ve ln p e d . flnce 
e s ta b lis h e d , the s e r v ic e  areas 
w ould be c o n t r o lle d  and d l r e t le t  
by R egional S e rv ic e  Area 
fo m a ls s lu u s , a p p ointe d  o r  
e le cte d .w h o se  p r in c ip a l  re s p n o - 
s l b l l l t l c s  were a d v is o ry .

I l ls r r v l l n n a r y  w l lh  Hu* 
d ir e c t o r  o f  llu* lo c a l A f f a ir s  
Agency.

Ihi a u t h o r ity  was g ra n te d  In  a 
s e r v ic e  area  to  r a is e  revenues 
w it h in  the r e g io n ; presum ably 
s ta le  g ra n ts  w ould l «  made 
a v a ila b le  fo r  purposes n f o r ­
g a n iz a tio n  o p e ra tio n  aiul p r o ­
v is io n  n f  s la t e  s e r v ic e s .

m  I// (in/ii

Set and c la s s  hninwghx 
w l lh  luurndarles ro rie s p n n d  
lie  I lu  I we bounder lex n f  Itu* 
1/ geo grap hic  areas d e n  i th rd  
by Ihe  A lask a N a tiv e  M a lm s 
S e lt lr v n m l A r t .  Ihe  b i l l  
M ile  p r o v is io n  lo t e let I loos 
In  d e te rw ln e  lire I n i t i a l  
puirers whit It llu? second 
c la s s ' larttwi|hs wrntld en|uy 
and fu r Ih e  r h n l i e  n l I n i t i a l  
borough o f f  I t e r s .

lU n d a lo t y ,  In  ascot dam r  
w l lh  Ihe  p i uv Is  Inns o f  lire 
t e g ls la t  '• wi >/tilth  te tp tlr i 
mandatory lm  nr pm  a l Inn If  
ihi v o lu n ta ry  lot n» pm  al lun 
net u n  etl lm l in e  dan. 1,1*11/

Ihi Int.m il Iv e s ; llu* b i l l  
Sinn I I  It a l l y  de nied  In  
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record cf i.'icuiriss made cf the department of cgmkumty a w  resiohal affairs 
 ^ r r c ftCljg'H ' flCC W t f T T P T -------------------------

Curing the 1570‘s there nave been numerous 1nau1ries into the process of 
cevlcolng borougn government from cosmunities in tne unorganized borough.

Most of tnese inquiries were siroly that —  with no action being pursued 
by tne cconunity. Most were initiated in response to a particular need 
wnicn it was perceived local government mignt meet.

Admiralty Island Angoon expressed interest in borough government. Primary 
motivation oehind interest appeared to be concern about controlling any 
timber develocment that took place on Admiralty Island. When there appeared 
to se no immediate threat of timber aevelopment occurring, and tne Cconunity 
realized that they might have a difficult time satisfying the financial 
requirements of a regional government, interest waned.

Corsova At the time Cordova area was seriously being considered as tne 
southern terminus of a North Sloce gas line, that area seemed very interested 
in borougn government. Once the gas pipeline became a non-reality for the 
Cordova area, so did the 1sj»ue of borough government.

<oouk A oetltion of incorporation was received in 1974, but no follow-up 
action was taken to remedy deficiencies in the petition. The primary moti­
vating factor for the request appeared to be local control of schools.

Kotzeaue NANA region expressed interest 1n regional government 1974-75. 
Primary interest seemed to be the exercise of the planning power, both in 
the sense of controlling ctvelocment within the region and controlling Stata 
and Fecaral activities that w^re taking place, at that time, on a rather 
random oasis. NANA Regional Strategies Rrooosal was developed ana aooears 
to have satisfied many of tne planning requirements of that particular 
region.

Nenson Island This 1s a small Island located in the Callsta Region, wnicn 
nas on it tne communities of Nlgntmute, Tokscox Say and Tununak. In the 
early 1970*s, there was some talk of these three communities uniting and 
forming a small dorougn. The person wno was the primary mover, a consultant, 
d1sacoeared and so did the enthusiasm for regional government.

Nome Nome has Inquired into regional government, although the only Interest 
the Community appears to have 1n borough ,overnment Is now they might use It 
as a defense mechanism to keep themselves out of any other corough.

3Hncs of Wales Island Strong Interest was excressad in the early 1970's.
.re ,acaT resicents tncugnts aoceareq to oe that they could aotaln additional 
revenues tnrougr reaMzaticn cf stumpage fees for forestry activities taking 
-lace on tre Islanc, as well is nave more of a say in now timoer qevelooment 
<culo affect them. An ac..1“1una1 factor for at least one community on tne 
Island was t.nat they desired :o remove tnemseives from tne itaca-ocersteq 
tcnsol System, however in tne and. tne incesenoent -,acure of tne Communities 
of 3ra 13 , Hydacurg, <!awocx ar.d “'norn« 3ay rendered tre s'tuation iucn tnat 
trey could simc’e not agree on tre class of borougn. tne cowers it voulc 
exa-vse anc now tre assembly oucnt to :e ctmoosed.





SERVICE DELIVERY
TO THf O F O T T O T O  B&ROUGH

The Alaska State Constitution states:

"The legislature .shall provide for the performance of services 
1t deems necessary or advisable in unorganized boroughs, allowing 
for maximum local participation and responsibility. It may 
exercise any power or function in an unorganized borough which 
the assembly may exercise in an organized borough."

Article X, Section 6

There are oresently three legislatively-mandated service areas:

1. Aquaculture Service Areas

2. Coastal resource Service Areas

3. Regional Educational Attendance Areas (REAAs)

AQUACULTURE SERVICE AREAS

In 1979, the Legislature amended AS 16, the Aquaculture Program, with FCCS 
HB 359 (Ch. 59, SLA 1979) granting the Commissioner of Commerce and Economic 
Development the authority to declare qualified regional associations, In­
corporated as non-profit corporations, as "service areas" <-i1thin the un­
organized borough for the purpose of providing salmon enhancement services.

Under this provision, a regional aquaculture association, comprised of 
associations representat:ve of commercial fishermen and other representatives 
within the region, whose board of directors includes no less than one repre­
sentative of each member user group, wnich has incorporated as a nonprofit 
corporation, becomes a service area within the unorganized borough with the 
authority to tax designated species of salmon caught commercially within the 
region and apply the proceeds to salmon enhancement programs.

On July 13, 1979, Judge Allen Compton. Superior Court, declared that the 
state may not dedicate a tax on the harvest of a natural resource of the state 
to a specific purpose by the device of declaring the tax for the purpose of 
providing a service within a so-called service area in the unorganized 
borough. Further, it was the Court's view that an incorporated nonprofit 
association may not become a "service area." either by inference or express 
legislative declaration. (No. 1JU-7S-191 Civil Memorandum of Decision and 
Order - Judge Allen Compton, Superior Court.)

The Southern Southeast Regional Aquaculture Association will appeal Judge 
Comoton's ruling.



SERVICE DELIVERY TO THE UNORGANIZED BOROUGH (Confd)

COASTAL RESOURCE SERVICE AREAS

Coastal Resource Service Areas are authorized by the Alaska Coastal Manage­
ment Act of 1977 to plan for the coastal areas. Each regional educational 
attendance area containing a part of the coastal area may be organized for 
this purpose or two or more REAAs may be consolidated as a single coastal 
resource service area. Implementation of the plans which are developed is 
the responsibility of the state.

At the present time, residents of two areas in the unorganized borough have 
voted to create coastal resource service areas. The Northwest Coastal 
Resource Service Area, comprising the area covered by REAA 1, has elected 
its seven-member board and will develop a coastal maragement plan.

On May 15, 1979, residents of REAA 3 and 4 voted to create the Yi’kon/Kuskokwim 
Delta Coastal Resource Service Area and will elect its board members on 
September 11, 1979. The City of Bethel opted to be excluded from this 
service area. In the Yukon/Kuskokwim area, the Department of Community and 
Regional Affairs entered into an agreement with Nunam Kitlutsisti, Inc. 
(Protectors of the Land,) the environmental planning area of Association of 
Village Council Presidents (AVCP) to provide a public outreach program pre­
senting organizational options and procedures for coastal management in the 
area.

There have been expressed concerns related to how the state, through the 
appropriate state agencies, will actually implement an approved district 
coastal management program in the unorganized borough. Under AS 38.05.037, 
the Division of Lands has a general grant of authority to exercise zon-.ng 
powers within the unorganized borougn. Until recently, this has not been 
a problem because the zoning power was never used. However, where land-use 
controls are involved in coastal resource service areas, zoning will have to 
be established and administered by the Division of Lands.

On this subject, Mr. Vic Fischer in a memorandum to Mr. Steve Reeve, DNR, 
(February 2, 1979) recommends:

"If the state 1s deemed to have an overriding interest that 
requires it to exercise zoning authority in the unorganized 
borough, or at least within its coastal areas, neither ADL 
(Alaska Division of Lands) or DNR (Department of Natural 
Resources) appear to be the appropriate agency to manage the 
zoning program, with its strictly localized zoning, adjustment, 
appeals, and other aspects of continuing zoning administration.
If the state is to engage in zoning, by far the most appro­
priate agency for the exercise of the function is the Depart­
ment of Community and Regional Affairs (DCRA did not exist at 
the time ADL was granted zoning authority many years ago.)

In general, states have played only a minor role in the exercise 
of zoning authority beyond autnorizing its use by local govern­
ments. The only exceotion is Hawaii, wnere general zoning 
classification is handled by the state, supolemented by local govern­
ment; i.e., county, regulations in uroan and other development areas. 
Elsewhere, zoning has been aoolied as a local government police 
sower.



SERVICE DELIVERY TO THE UNORGANIZED BOROUGH (Cont'd)

COASTAL RESOURCE SERVICE AREAS (Cont'd)

Except for the special authority given AOL, zoning in Alaska has 
traditionally been a power of cities and, more recently, of 
boroughs. Zoning would not have to be exercised by the state 
at all if provisions were made for (1) reorganization of the 
unorganized borough into a series of organized boroughs with 
planning and zoning authority (and this could be done without 
forcing them to tax or even manage schools) or (2) delegatiig 
the planning and zoning power to service areas within the 
unorganized borough, much as was done by the legislature 1n the 
case of coastal management planning."

REGIONAL EDUCATION ATTENDANCE AREAS (REAAs)

REAAs were created in 1975 as the mechanism through which the Legislature 
delegates to regional school boards the authority to operate the public 
schools using the boundaries or sub-boundaries of the regional corporations 
established under the Alaska Native Settlement Act or a combination of such 
boundaries.

Because the REAAs represent a major effort in regionali/ation, local control 
and decentralization of service delivery in the unorga ized borough, the 
boundaries of which are also to be used for coastal zone management purposes 
an in-depth history and analysis of the REAAs is included for your review.

During the early 1970's, the Center for Northern Educational Research was 
requested by the Department of Education to Initiate a study of the delivery
of educational services in the unorganized borough and the Interim Legislati
Committee on Pre-Higher Education of the Eighth Legislature Identified 
decentralization of the Alaska State-Operated Schools as the subject 1t 
wanted to study. The final report published in 1974, entitled "Pre-H1gher 
Education in the Unorganized Borough: Analysis and Recommendations," in­
cluded a wide range of recommendations. A primary point was the recog­
nition of the need for local control of education and the relationship of 
that local control with local government creation.

"In order that any plan be more than temporary, the authority 
for controlling education should be aligned with the develop­
ment of local governmental units as en- isloned by Alaska's
Constitution. If local control can be defined as that
measure of control which a state delegates to local units 
of government, then the issues of local control of education 
cannot be treated separately from the broad issue of the 
creation of local units of government. And local govern­
ment units formed around the delivery of education can pro­
vide the vanguard for local cortrol over delivery of other 
governmental services. Therefore, the structure created to 
serve educational needs must be formed in anticipaion of 
increases in appetites for control of other governmental 
functions. To ignore the need for legislative support to 
move toward creating 1 oca 1 government units will only blunt 
the emerging desire of local citizens to assume the reigns 
and responsibility for their own nestiny." p. 24



SERVICE DELIVERY TO THE UNORGANIZED BOROUGH (Contad)

REGIONAL SDIQ T I Q . W  ATTEuuANCE AREAS (REAAs) (Cont'd)

The Center approached this subject with a note of caution; however,

"Local control of education in many regions is the main reason 
for creating local government units. All such creations, how* 
ever, must await the readiness and desire of local people to 
assume control over them....the main sources of constituent 
resistance to local government stem from 1) lack of self- 
confidence, understandable, in the ligh* of past history
2) groundless fear that the local tax base r.-ust be the primary 
source of local government, especially schooi funding, and
3) i ' i  acute shortage of trained personnel to handle what must 
seem like the endless march of administrative detail*.." p. 35

BOUNDARIES OF THE REGIONAL EDUCATIONAL ATTENDANCE AREAG

AS 14.06.031 (a) provides that REAA boundaries follow regional boundaries 
set under the Alaska Native Claims Settlement Act unless by referendum a 
community votes to merge wth another community contiguous to it but within 
the boundaries or sub-boundaries of another regional corporation. The use 
of regional lines was not intended to be exclusive as shown by AS 14.08.
031 (b) prescribing certain characteristics for REAAs.

"As far as practicable, each regional educational attendance 
area shall contain an integrated socio-economic, linguistically 
and culturally homogeneous area. In the formation of the 
REAAs, consideration shall be given to the transportation and 
communication between communities that comprise the area, where- 
ever possible, municipalities, other governmental or regional 
corporate entitles, drainage basins and otner identifiable 
geographic features shall be used in describing the boundaries.."

Taken together, these two sections suggest that REAA boundaries are to follow, 
rather than cross, regional corporation boundaries where they contact them 
and conform to natural or other predetermined boundaries. This 1s how the 
State Department of Community and Regional Affairs, which was charged with 
administering the act in consultation with the State Department of Education, 
interpreted 1t in a series of informational meetings 1n rural areas around 
the state in July and August, 1975. Later they began implementing t 
similarly when hearings were held in numerous bush locations regardi ig pro­
posed boundaries. The result of the hearings was a dv/ision of the state 
into some 21 REAAs. Originally 20 REAAs were created b, C&RA, but after a 
meeting of residents of REAA 17 and the Governor, REAA 21 i Including ,'hittier 
and Tatitlek) was created on September 24. 1975, dividing REAA U  along the 
boundary between the Cnug-jch and Ahtna Regional Corporations.

Precuent mention has been made of the fact that the statutory charactersstics 
for boundary selections of the REAAs are similiar to the standards for 
borougn incorporation.



SERVICE DELIVERY TO THE UNORGANIZED BOROUGH (Cont'd)

ADMINISTRATION OF THE REAAs

REAA voters elect a board of from 5-11 members who are voted on "at large." 
In addition to the elected board for each REAA, every community (or military 
reservation) with a school has a community school committee. The Statute 
merely charges them to "review and make recommendations to the board"- of 
the REAA "concerning the curriculum, program and general operation of the 
local' school. They may, however, be delegated other functions by the school 
board.

Matters of employment, salaries, purchasing, and disbursement of funds are 
lodged with the REAA boards. Although the power to "adopt regulations 
governing organization, policies and procedures for the operation of the 
schools" and to "develop a philosophy of education, principles and goals for 
the schools" is a board responsibility, the Commissioner of Education is 
given overriding control of school operations.

FINANCING REAAs

All funds for REAAs are furnished by the State Legislature. They receive 
"basic need," as used in computing foundation aid to districts, plus an 
amount equal to the average per pupil local tax contributions in city and 
borough districts. Thus, they are relieved of local effort requirements, 
but the amount they can receive from the state over and above basic need Is 
indirectly determined by city and borough decisions regarding their local 
tax effort. (AS 14.08.12)

Among the local financial concerns of the REAAs, even as they began their 
first year of operation with full state support, were the following: (See
Summary of Findings Alaska School Finance Study Workshops October-November 
1 976, pubTlshed February 1977)

1. Public School Foundation Program. While few wished to change the basic 
funding method, concern was expressed about the ability of the formula to 
provide sufficient funds to meet operating costs, especially those of small 
attendance centers. The validity, accuracy and amounts of instructional unit 
allotments (regional cost differentials) were questioned. The ability of 
"basic need" dollars to meet the REAAs* "basic program need" was of great 
concern. (Two important legislative changes made in the Public School 
Foundation Program in 1977 responded to the financial concern of the REAAs. 
Ore recognized the plight of the very small attendance centers and provided 
for an increased minimum of instructional units. The second change modi­
fied the instructional unit allotments (regional cost differentials) to be 
more in line with the cost of doing business in rural and isolated areas of 
the state.)

2. School Construction. The amount of funds available for new construction, 
as well as the manner in which it is provided, received extensive criticism. 
Even as the Fv 1978 building program got underway, REAAs expressed additional 
concern about the proportion of bond issue building funds being retained by 
tne supervising stare agencies for administrative purposes.
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SERVICE DELIVERY TO THE UNORGANIZED BOROUGH (ConVd)

FINANCING REAAs (Cont'd)

3. Equity. REAAs, with no local source of revenue, have limited ability
to operate discretionary programs beyond what is possible with the amount in 
lieu of local taxes available to each. The possibility that legislation 
might be enacted to tax property in REAAs was of concern.

4. Operation and Maintenance of School Facilities. Extreme operational costs 
often result from inheriting substandard or poorly designed facilities. Costs 
of operating facilities are unpredictable, and in some cases were expected to 
consume as much as one-third of the operating budget. Inherited utility con­
tracts was singled out is an item of great concern.

5. Other Financial Concerns. State and federal categorical programs were 
items of much concern, partly because obtaining some of these funds depends 
upon the grant writing ability of the REAA. High costs of travel and meeting 
expenses for school boards and superintendents were expected to cause problems 
Inadequate funding for school food service programs was also identified as
a major concern. The acceptance and operation of former BIA schools was of 
concern because of the possibility that current funding methods might not be 
adequate to provide funds necessary to operate the schools. Costs of teacher 
housing was a problem in some REAAs.
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SERVICE DELIVERY TO THE UNORGANIZED BOROUGH (Cont'd)

CHRONOLOGY OF EVENTS: DECENTRALIZATION OF THE ALASKA STATE-OPERATED SCHOOL
SYSTEM - 1374-1976-----------------------------------------------------------—

January 1974. Center for Northern Educational Research (CNER) releases its 
report, PreHigher Education in the Unorganized Borough: Analysis and 
Recomroendafions, produced at the n quest of the Eighth Alaska state Legis­
lature's Interim Committee and of 'ative leaders.

January - May 1974. Eighth Alaska State Legislature meets and reviews CNER 
report in committee, but does not act on the recommendations of the report 
concerning rural education.

July 14-16, 1974. The Alaska Federation of Natives (AFN), having assessed 
the Legislature's inactivity, calls an Education Strategies Conference 1n 
Fairbanks to review CNER's recommendations, to prioritize Issues addressed 
in the report, and to determine whether and how to bring CNER recommendations 
to the attention and action of the new State Legislature.

August 15, 1974. Mr. Gordon Jaikson, Executive Vice-President for Human 
Resources, at the AFN presents the recommendations and strategies from the 
July conference to the State Board of Education and receives their unanimous 
support of those Items.

October 14-16, 1974. The AFN Annual Convention endorses through resolutions 
the PreHigher Education's recommendations and strategies. The Human Resource 
Committee of AFN, meeting during the convention, endorses those principles 
and directs staff to include those concerns into the formal AFN Education 
Position Paper to be presented to the newly elected State Legislature.

January 1975. The Ninth Alaska State Legislature convenes, with several bills 
related to the CNER/AFN recommendations prefiled. These bills include 
Senate Bill (SB) 35, House Bill (HB) 24, and SB 94 and S3 136.

June 4, 1975. Governor Hammcnd signs into law (Chapter 124, SLA 75) the 
Free Conference version of SB 35 and HB 24. An interim administrative 
structure, AUBSK, is created for the transitional year.

September-October 1975. Representatives of DOE and DCRA hold formal hearings 
for REAAs; public hearings are held in 21 communities in the unorganized 
borough; 796 people attend, representing 83 communities.

July 1, 1976. Twenty-one Regional Educational Attendance Area school boards 
take responsbi1ity for education in their regions.
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SB 33 AND REGIONAL GOVERNMENT * f*!
Patrick K. Poland

The transfer of the major operational responsibilities for rural Alaska's 
schools from the State of Alaska (Alaska Unorganized Borough School 
District) to regional school districts (Regional Educational Attendance Areas) 
with locally elected school boards was accomplished by Ch 124, Session Laws 
of Alaska, 1975 (popularly referred to as Senate Bill 35).

To a great extent, the ultimate impact of Senate Bill 35 is just beginning 
to be realized. However, there are already several definite implications for 
municipal government that have arisen from the implementation of Senate Bill 
35. The purpose of this discussion is to underscore these implications as 
they relate to the development of municipal government in the Unorganized 
Borough. For purposes of this discussion, municipalities consist of boroughs 
and first-class cities; that is , municipalities having the education function.

Regional Identification

While rural Alaska's initial encounter with the concept of regionalism 
came uout with passage of Public Law 92-746, the Alaska Native Claims 
Settlement Act (ANCSA), there is no doubt that Senate Bill 35 went far beyond 
the implications of the ANCSA in terms of developing regional identification.
In the view of the Department of Community and Regional Affairs this was a 
positive step towards developing regional government in the Unorganized 
Borough. Prior to the passage and implementation of this particular act 
there were no real tests of the regional concept of service delivery taking 
place in the Unorganized Borough;1 and while there were many advocates of 
this particular mechanism of service delivery, it remained, by and large, 
untested. However, with the mandate of regionalization created by Senate 
Bill 35, rural residents have, in a sense, been forced to test the concepts of 
regionalism in Alaska's vast Unorganized Borough.

Surprisingly, there seemed little if ai.y real resistance to the idea of 
regional school districts. On the contrary, most rural residents seemed 
eager to embrace the concept. Much of this was undoubtedly due to the dis­
satisfaction many rural residents felt with the former State-Operated School 
System. Perhaps the strongest demonstration of this desire to participate in 
a regional approach to service delivery was the change in municipal status 
executed by the City of Selawik. In that particular instance, the City of 
Selawik, formerly a city of the first class in the Unorganized Borough and 
therefore having school responsibilities, petitioned the Local Boundary Com­
mission2 and convinced them of the need for the city to be dissolved and 
"reincorporated" as a second class city so that it might become a part of the 
particular Regional Educational Attendance Area (Northwest .Arctic). Among



th« arguments presented in support of Salawik's reclassification was a strong 
statement by residents concerning their desire to be a part of the Regional 
Educational Attendance Area and to receive benefits they perceived as being 
available only to constituents of the REAA.

•

The Department of Community and Regional Affairs, noting the relative­
ly warm embrace bci*:* 5i yea regionalization oy unorganized Borough resi­
dents, early in 1976 initiated a study of the acceptability of general purpose 
regional governments in the Unorganized Borough. That study ,3 which con­
sumed some six months, came to a number of conclusions, the most important 
of which appears to be the fact that rural residents are still wary of any form 
of government that has the authority to levy and collect taxes. Additionally, 
many residents expressed concern about moving too fast; while they embraced 
the idea of regional school districts, they felt that the concept required the 
test of time before jumping to yet a new form of government. N c, ertheless, 
the department has had inquiries from several regions (most notably the Fort 
Yukon, Bethel, Glennallen, and Valdez regions) concerning possible borough 
incorporation. To date, none of those discussions has evolved into an actual 
petition for borough incorporation, although it does appear that many areas 
are getting close to taking that step. There is no doubt that formal consider­
ation by these regions of regional government was precipitated by the estab­
lishment of REAAs.

An additional development which, to some degree, appears to be an off­
shoot of the regional approach fostered by Senate Bill 35, was the passage of 
Ch 84 SLA 1977, which established a mechanism for regions of the Unorganized 
Borough to establish coastal zone management (CZM) service areas for the 
purpose of CZM planning. Under the provisions of that particular act any 
Regional Educational Attendance Area, upon determination by the local elec­
torate , may establish itself as a coastal zone management planning district. 
While the legislation permits consolidation of two or more Regional Educational 
Attendance Areas into a CZM planning district, it does not allow individual 
REAAs to be subdivided into smaller districts for the purposes of planning. 
This is an interesting development and one that seems to further reinforce 
the concept of delivery services on a regional basis.

Finally, in terms of regionalization, it is interesting to note the provi­
sions of Senate Bill 35 which deal with the boundaries of Regional Education­
al Attendance Areas. Specifically, the bill provides that:

As far as practicable, each Regional Educational Attendance 
Area shall contain an integrated socio-economic, linguis­
tically and culturally homogenous area. In the formation cf 
Regional Educational Attendance Areas, consideration shall 
be given to the transportation and communication network 
to facilitate the administration and communication between 
communities that comprise the area.



Vary similar statutory language exists it AS 29.11.030, which 2s the 
statutory provision establishing standards for borough incorporation. The 
similarity of the standards goes s long way towards defining appropriate 
boundaries for potential regional governments. In fact, to some observers, 
the boundaries of the newly created Regional Educational Attendance Areas 
(with some exceptions) generally conform to good borough boundaries. This 
has been a little alarming to many rural residents, since no small number of 
them are still concerned that the state is going to "foist" boroughs upon them.

Finance

The second major subject area that has been the topic of much discussion 
as a result of Senate Bill 35 is that of local government finance. As presently 
constituted, Regional Educational Attendance Areas, in comparison to munici­
pal school districts, have an advantageous funding schedule. In addition to 
100 percent Public School Foundation Program funding, Regional Education-' 
al Attendance Areas also receive from the State an amount equal to the average 
local contribution per pupil in municipal school districts multiplied by the 
number of students in the Regional Educational Attendance Area. This ad­
vantageous funding schedule for REAAs versus municipal districts remains a 
hindrance rather than an enticement for REAAs to seek organized borough 
status.

Since most REAAs are property poor (hence, no ability to generate tax 
revenues), the thought of forming municipal school districts to provide ser­
vices which are currently provided by Regional Educational Attendance Areas 
is almost out of the question. For example, the poorest existing borough has 
about $20,000 worth of taxable property per capita. On the other hand, soma 
of the Regional Educational Attendance Areas could probably expect to have 
considerably less than $5,000 worth of taxable property per capita. Reallsti- 
c*ily , it is impossible to provide basic municipal services without adequate 
funding.

The major exceptions to this discussion, of course, are those areas sur­
rounding "the pipeline." The regions surrounding Fort Yukon, Delta Junc­
tion, Glennallen, Copper Center, and Valdez have taxable property per capita 
values that could easily support borough government.

Partially in response to these obvious funding inequities, the Department 
of Community and Regional Affairs, as a part of its final conclusions reached 
in its study of regional government, recommended that a new system of fi­
nancing regional governments be found. Basically, the system suggested 
was one that placed a state-wide property tax on all property associated with 
the exploitation of natural resources and then. in turn, distributed those tax 
revenues on the basis of population and services being provided by individual 
boroughs. It was determined that additional study of that particular proposal



r a m  ■* a—fled P—bt i  the feasibility of it could bo determined.

Nevertheless, this particular area is sdll a popular subject among legis­
lators as demonstrated by current House Bill 202 and Senate Bill 35 intro­
duced in the first session of the 1977 Legislative Session. Both those bills 
would levy real property taxes on developed land in the Unorganized Bor­
ough. Hearings w.i House Bill 202 were held this October (1977) in Fort 
Yukon. Delta Junction, and Tok.

Finally, one last area of financing that again discriminates between the 
municipal versus REAA school district is that of school construction. Pres­
ently municipal districts must pay for 50 percent of school construction while 
REAAs contribute no local effort towards construction of new facilities. This 
is seen as a significant impediment to the development of regional govern­
ment for the purpose of assuming local control of education, particularly in 
areas which are "poor" or are marginally deficient in terms of a real prop­
erty tax base.

Constitutionality

I mention this issue simply because it is one of concern to many involved 
with municipal government. Because REAAs are not units of local govern­
ment they cannot be given taxing authority nor can they provide "local gov­
ernment" services.4 While the legality of the current REAAs has not been 
challenged on the grounds of Article X, Section 2, of the Constitution, there 
is reason to believe that if additional REAA-type entities are established they 
will be challenged and may, on the basis of Article X, Section 2, be declared 
unconstitutional.

On the other hand, those defending the constitutionality of the REAAs 
cite Article X, Section 6 , of the Constitution which authorizes the Legisla­
ture to provide services in the Unorganized Borough ostensibly through the 
service area mechanism. However, the significant degree of autonomy given 
REAAs, particul irly with respect to their abilities to independently contract 
and incur debt, makes the argument that REAAs are service areas, and hence 
an arm of the Legislature, highly suspect.5

Summary

In summary, it can be said that formation of the Regional Edt itional 
Attendance Areas can be viewed as a positive step towards the formation of 
regional government in rural Alaska. In particular the newly created service 
areas have provided a greater amount of local control over a local municipal- 
type service, maintained and strengthened existing regional identifications, 
and provided boundaries that will be useful for the establishment of boroughs 
in the future.



The principal negative aspect of Senate Bill 39 has been the funding 
formula which maintains a disincentive to formation of municipal govern­
ments and (ails to properly address the extremely poor tax base of much of 
rural Alaska.

Ultimately, the passage of Senate Bill 35, if for no reason other than the 
fact that it has generated discussion and interest, is going to have had a sig­
nificant effect (probably the most significant since the passage of the 1964 
mandatory borough act) towards developing regional government in this state.

Notes

1. Admittedly, certain state and federal agencies have been administer­
ing a few programs on a regional basis. However, these agencies have had 
the benefit of vast government financial and technical resources to assist 
them. In the opinion of this writer, the availability of these resources makes 
any comparison between the state/federal regional approach and the REAAs 
invalid.

2. The Local Boundary Commission is composed of five members and is 
responsible for reviewing and approving or disapproving all municipal in­
corporation, dissolution, and boundary change proposals.

3. While a final report was not Issued at the end of the study, several 
comprehensive memorandums summarizing various aspects of the study are 
available from Community and Regional Affairs. As an additional result of 
the study, legislation calling for a Local Government Commission to study and 
make recommendations to the Legislature on all aspects of state/local relations 
is being Introduced by Governor Hammond in the second session of the Tenth 
State Legislature (January 1978).

4. Alaska Constitution, Article X, Section 2. All local government powers 
shall be vested in boroughs and cities. The state may delegate taxing powers 
to organized boroughs and citlos only.

5. For further Information, the reader may wish to consult David Getches, 
Law and Alaska Native Education, pp. 32-34.

♦Article reprinted from New School Districts in Rural Alaska; A 
Report on the REAAs After dne Year, Canter for Northern Educational 
Researcn, University of Alaska, 1973, pp. 137-142.

**This percentage was reduced to 20 percent by the Legislature with 
the passage of Sec 2 Ch. 147 SLA 1978.
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STATUTORY INDUCEMENTS AND DISINCENTIVES RELATED TO BOROUGH 
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Organizational Grants (AS 29.18.180) To defray the cost of transition to 
borough government status and to provide for its development and interim 
governmental operations, each newly created borough is entitled to an organi­
zational grant of $25,000 or $10 per voter voting in the incorporation 
election, whichever 1s greater.

The organizational grants have not been a statutory Incentive to encourage 
borough Incorporation because the grant is not adequate and is not intended 
to pay for the entire cost of borough organization. Although there are no 
guidelines for the use of the organizational grants, a newly incorporated 
borough may use the funds to defray the cost of hiring a borough administrator, 
paying for a local assessment of real and personal property, obtaining office 
space, etc.

In order to provide an incentive to borough incorporation, an organizational 
grant would have to be at least $75,000 to $100,000 plus the initial cost 
involved in conducting a feasibility study on borough incorporation, and an 
amount equal to the cost of conducting the initial assessment and appraisal 
of real and personal property.

Land Selections (AS 29.13.203) A newly created borough may select ten percent 
of the total acreage of vacant, unappropriated, unreserved land within its 
boundaries on the date of Incorporation. In the selection of land under the 
Statehood Act, it has been the policy of the State to make available to 
boroughs and cities the maximum land area from which to make selections con- 
sistant with the State's best interest.

The municipal land selection process is an incentive to borough Incorporation 
to the extent that the boundaries proposed for a borough ..ould probably Include 
the maximum allowable vacant, unappropriated, and unrestricted lands from which 
to select its ten percent. However, the boundaries of a proposed borough must 
conform to natural geography and include all areas necessary for full develop­
ment of local services.

State Revenue Sharing Program (AS A3.18.010-045) The State Revenue Sharing Pro­
gram annual1y distrioutes grants to cities and boroughs based on the number of 
local residents in a municipality, the eligible powers exercised by each local 
government, the cost of living allowance used in computing total grant entitle­
ments and the total appropriation approved for the grant program.

During each fiscal year, the Department of Community and Regional Affairs dis­
tributes State Revenue Sharing Funds to eligible cities or organized boroughs 
which provide specific services, and exercise the powers as follows:

Municipal Service Rate of Entitlement

Police Protection S12. per capita
S ij. per capita
S *50 per capita
S per capita
S 2. per capita
S 5. per capita

Mi 1i tary 
Fire Protection 
Water or Air Pollution 
land-Use Planning 
Parks and Recreation
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Municipal Service (Cont’d) Rate of Entitlement (Cont'd)

Military 
Transportation Facilities 

Military 
Road Maintenance

S 1.25 per capita
S 5.00 per capita
$ 2.50 per capita

Public Roads * S 1,500. per mile
S 900. per mile- Ice Roads 

Health Facilities S 4,000. per fac.- OR
$ 1,000. per bed
S 2. per capita
575.000. per host. OR
525.000. per hosp. OR

Health Services 
Hospitals

State Construction Aid
S 1,000. per bed
$ 2,500. per bed

State Revenue Sharing has had an increasing impact on municipalities since its 
enactment in 1969. The program funding has increased from S2.0 million in 1970 
to S18.6 million in FY 1979, and municipalities have become Increasingly de­
pendent on these grants. However, due to the limited amount of funding made 
available for the program each year, municipalities have not received 100 per­
cent of their grant entitlements. Last fiscal year municipalities received only 
88.7 percent of their total grant entitlements and next fiscal year the De­
partment of Community and Regional Affairs expects the program to be funded at 
approximately 85 percent of all the grant entitlements.

The current formula is intended to encourage existing local governments to pro­
vide financial incentives to exercise powers, improve upon existing services pro­
vided and reduce any local taxes.

Local Service Road and Trai1 Program (LRS&T) (AS 19.30.11 1-251 ) The Local Service 
Roads and Trail Program provides state assistance in the development of roads 
and trails on routes that are not eligible for Federal-aid highway funds. These 
funds.are intended to provide local service roads, year-around foot trails, winter 
trail staking, bicycle paths, erosion control, foot bridges, boardwalks, etc.

This program is 100 percent State-funded through State bond Issues. Under the 
program, funds are allocated to organized boroughs and home-rule cities according 
to a strict area/population formula. Each local government receives Its al­
location by submitting a three-year program with project priorities noted to the 
Regional Highway Engineer by October 1 of each year. A portion of the fund is 
also allocated to the unorganized boroughs; tnis money is administered by DOTPF. 
The communities within the unorganized boroughs receive funding based on priority 
and need. Each community selects its project and submits it to the Department 
for consideration.

The Deoartment of Transportation and Public Facilities (DOTPF) is responsible 
for maintaining, causing to oe maintained, or constructing any project under 
the LSR&T Program. However, a project constructed within the boundaries of a 
local government wnich exercises the power of streets and sidewalks may be trans­
ferred to a local government upon the aoproval of DOTPF and acceptance by the 
local government.
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Local Service Road and Trail Program (LRS&T) (AS 19.30.111-251) (Cont'd)

A road, street or highway transferred to a local government under this process 
can be eligible to receive State Revenue Sharing funding equal to $1,500 a 
mile for each eligible mile for streets or highways maintained by the local 
government.

Although a borough stands a greater chance of being awarded local service roads 
ana trails projects under the area/population formula, and although roads, 
streets and highways may be transferred, to a municipality, the LSRAT Program 
has not been a sufficient incentive to encourage borough incorporation.

Regional Education Attendance Area (REAAs) REAAs were created with the passage 
of Chapter 1Z4, Session Laws of Alaska, T975 (popularly referred to as Senate 
Bill 35.) thus transferring the major operational responsibilities for rural 
Alaska schools (Alaska Unorganized Borough School Oistrict) to regional school 
districts (REAAs.) Although the REAAs created have provided a greater amount 
of local control over local municipal-type services, strengthened the existing 
regional identification of these areas, and provided uoundaries that are useful 
to establishing future boroughs, the State funding formula has bten a dis­
incentive to the formation of borough government, and it fails tn properly 
address the extremely poor tax base for much of rural Alaska. In addition to 
receiving funding for 100 percent of the Public School Foundation Program and 
100 percent of the cost for new school construction, REAAs receive from the State 
an amount equal to the average local contribution per pupil in municipal school 
districts multiplied by the number of students which will approximate S710 per 
student this year. The Public Foundation Program will be funded approximately 
at 100 percent this year, and the State school construction cost will only be 
funded at approximately 80 percent this year. The advantageous funding schedule 
mentioned above for REAAs still remains a disincentive to the formation of 
organized boroughs unless the borough school districts can obtain additional 
funding to offset the increased level of funding for REAAs.

State-Shared Taxes State-shared taxes are specific taxes levied and collected 
by the State of Alaska (Department of Revenue) and are, in part, refunded to 
cities and boroughs providing municipal services. State-shared taxes refunded 
to municipalities include the following:

Amusement and Gaming Taxes (AS 43.35.010-090) Fifty percent of the 
taxes collected under this program are refunded to the municipality 
in which the tax is collected. Payments are made automatically, on 
a semi-annual basis, to all cities and boroughs upon receipt of 
notice of Incorporation.

Aviation Fuel Taxes (AS 43.40.010-040) Sixty percent of tne taxes 
collected under this program are refunded to the municipality in 
wnich the tax is collected, if that municipality owns and/or operates 
a public airport.

Corporate Income Taxes (AS 43.20.CIO) Effective July 1, 1979, each 
municipality will receive a refund equal to the amount they received 
as a refund under the former Business License Tax Program. Refunds 
are mailed automatically to municipalities, once a year.
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Liquor License Taxes (AS 04.10.460) One hundred percent of the 
amount collected under this tax program is refunded to the munici­
pality in which it was collected if the municipality has a police
force and actively enforces State, Federal, and local liquor laws.
Refunds are mailed automatically to municipalities semi-annually.

Punchboard Taxes (AS 43.35.100-150) Seventy-five percent of the 
amount collected under this tax program is refunded to the munici­
pality in which it was collected. Refunds are mailed automatically
to municipalities once a year.

Raw Fish Taxes (AS 43.75.130-135) Currently each borough receives 
twenty percent of the amount of tax revenues collected in the area 
outside cities and ten percent of the amount of tax revenues col­
lected within cities. Refunds to eligible municipalities are mailed 
annually.

Telephone and Electric Cooperative Taxes (AS 10.25.570/ One hundred 
percent of~tKe tax collected from telephone and electric cooperatives 
is refunded to the municipalities in which the cooperative does 
business. A municipality's entitlement is based upon the amount of 
gross revenue the cooperative received from operations within the muni­
cipality's boundaries. The tax is refunded annually.

With the exception of the raw fish tax refunds, all other State-shared taxes con­
tribute a relatively small amount of revenue to ai organized borough and would 
not provide a statutory inducement to municipal incorporation. Depending on 
the amount of fish products processed within the boundaries of a proposed 
borough, the raw fish tax could provide an incentive to borough incorporation; 
i.e., the Aleutian Islands.
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FISCAL IMPACT OF STATE STATUTES AND REGULATIONS ON MUNICIPALITIES

Part I of the Municipal League's legislative policy statement deals 
with local taxation and finance. One aspect of local revenue and 
expenditures which 1s not treated 1n the policy statement 1s the effect 
of State laws and regulations on the costs of local government.

Two bills Introduced last session would have addressed this Issue. 
Senate B111 No. 352 called for the preparation of fiscal notes on local 
costs of proposed bills by the Department of Community and Regional 
Affairs. This bill was a result of the work done by the Joint Community 
and Regional Affairs Conmlttees' Interim Local Government Study. The 
Municipal League was active 1n Its support of this bill. (The companion 
bill 1n the House was nunbered (Conmlttee Substitute for House Bill) 
CSHB586.

Senate Bill No. 309 dealt with the local cost of State regulations, 
and took a somewhat different approach. SB 309 called for the pre­
paration of "fiscal Impact statement" for any change of regulations 
which would affect the revenue available to communities or their re­
quired expenditures. Major questions on the original bill centered 
around the concept of the "fiscal Impact statement":

- was 1t to be a detailed analysis of fiscal effects on local 
governments or a simple fiscal note similar to that used by 
the Legislature;

- was it to be done on a municipal1ty-by-mun1cipal1ty basis or 
by a lump sum figure;

- how technical should 1t be;

- should only direct fiscal impacts, or should Indirect effects 
also be Included;

- should there be a "threshold" level of fiscal Impact or 
should all changes 1n level of Impact be covered; and

- how would the fiscal impact statement process be Implemented/

The Community and Regional Affairs Committee amended SB 309 to 
narrow the scope of fiscal Impacts to direct effects on municipal 
revenues or expenditures. Also the Department of Community and Regional 
Affairs was written into the process of developing an agency’s fiscal 
impact statement. Before this bill 1s reintroduced, the legislative 
Intent 1n regard to the remaining Issues must be clarified.

A related bill, SB 292, that required fiscal notes on the impacts 
of regulations on State agencies did become law. These State level 
impacts can be more directly estimated in terms of Increased appropria­
tions requests by each agency. However, the possible fiscal Impacts on 
local governments are much more varied, and for the most part do not 
relate directly to state appropriation requests.



The goal is to develop a method of assessing the fiscal Impacts of 
any proposed bill or regulation on local governments. In any case, the 
fiscal Impact statements required In SB 309 and SB 352 must be completed 
within definite time frames. The Introduction of legislation, or the 
submission of new regulations by a state agency for review and comment, 
are relatively short-term processes that will Influence the nature of 
the fiscal Impact statement process.

Any direction from the Municipal League on the scope and the level 
of detail that such fiscal statements should include would be greatly 
appreciated. It would be especially helpful to know what specific types 
of fiscal impacts you feel need to be addressed 1n such an analysis.

Senator Arllss Sturgulewskl 
Presentation to the
Municipal League Legislative Committee



Introduced: 1/21/80
Raforrud: Coeeunlty & Regional

Affairs and Finance

BY THE RULES COMMITTEE BY REQUEST 
OF THE LEGISLATIVE COUNCIL (for the 
Conounity and Regional Affairs 
Committee Interim Joint Local

IN THE SENATE Government Study)
SENATE BILL NO. 352 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL
For an Act entitled: "An Act requiring fiscal notes for bills affecting a

municipality."

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

* Section 1. AS 24.30.035 Is amended to read:

Sec. 24.30.035. FISCAL NOTES ON BILLS. Before a bill is reported 

from the committee of first referral, there shall be attached to the 

bil* a fiscal note containing an estimate of the amount of the appropria­

tion increase or decrease which would result from enactment of the bill 

for the ensuing fiscal year and at least two succeeding fiscal years^

If enactment of the bill would require an expenditure or appropriation 

by any municipality, a fiscal note shall he attached to the bill con­

taining an estimate of the amount of the total expenditure or appropria­

tion which would b*» required during each of the first three fiscal 

years by all af^cted municipalities. If [OK, IF] the bill has no 

fiscal Impact, a statement to that effect shall be attached. The fiscal 

note or statement relating to a state program Bhall be prepared by the 

department or departments affected. The fiscal note or statement relat­

ing to municipalities shall be prepared by the Department of Community 

and Regional Affairs, but that department may obtain the assistance of 

any other state agency in the preparation of the note or statement. If 

the bill is presented by the governor for introduction in accordance 

with AS 24.30.060(b) and the uniform rules of the legislature, the 

fiscal note or statement shall be attached to the bill before the bill 

is Introduced. An amendment or a substitute bill proposed by a commit-

-1- SB 352
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Introduced: 1/21/80
Referred: Community & Regional

Affairs and Finance

BY THE RULES COMMITTEE BY REQUEST 
OF THE LEGISLATIVE COUNCIL (for the 
Community and Regional Affairs 
Committee Interim Joint Local

IN THE SENATE Government Study)

SENATE BILL NO. 352 
IN THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL
For an Act entitled: "An Act requiring fiscal notes for bills affecting a

municipality."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 24.30.035 is amended to read:

Sec. 24.30.035. FISCAL NOTES ON BILLS. Before a bill is reported 

from the committee of first referral, there shall be attached to the 

bill a fiscal note containing an estimate of the amount of the appropria 

tion increase or decrease which would result from enactment of the bill 

for the ensuing fiscal year and at least two succeeding fiscal years_^

If enactment of the bill would require an expenditure or appropriation 

by any municipality, a fiscal note shall be attached to the bill con­

taining an estimate of the amount of the total expenditure or appropria­

tion which would be required during each of the first three fiscal 

years by all affected municipalities. If [OR, IF] the bill hafi no 

fiscal impact, a statement to that effect shall be attached. The fiscal 

note or statement relating to a state program shall be prepared by the 

department or departments affected. The fiscal note or statement relat­

ing to municipalities shall be prepared by the Department of Community 

and Regional Affairs, but that department may obtain the assistance of 

any other state agency in the preparation of the note or statement. If 

the bill is presented by the governor for introduction in accordance 

with AS 24.30.060(b) and the uniform rules of the legislature, the 

fiscal note or statement shall be attached to the bill before the bill 

is introduced. An amendment or a substitute bill proposed by a commit-
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tee of referral that changes the fiscal impact of a bill tihall be 
explained in a revised fiscal note or statement attached to the bill.
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Original sponsors: Hackney, Ziegler
and Kelly

Offered: 3/27/80
Referred: Judiciary

BY THE COMMUNITY AND 
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CE FOR SENATE BILL >10. 309
IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to adoption, amendment, repeal and

filing of regulitions and requiring the preparation of 

a local government fiscal impact statement."

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

* Section I. AS 44.62 is amended by adding a new section to read:

Sec. 44.62.195. LOCAL GOVERNMENT FISCAL IMPACT STATEMENT. If the

adoption, amendment, or repeal of a regulation would result in a change 

in the amount of revenue available to, or the expenditures required of, 

a municipality, the department or ngency proposing to adopt, amend, or 

repeal the regulation shall, in cooperation with the Department of

Community and Regional Affairs, prepare a fiscal Impact statement. In

the fLscal impact statement the department or agency shall identify and 

describe the change in the amount of revenue available to or the 

expenditures requfred of the municipality by the adoption, amendment, or 

repeal of the regulation.

* Sec. 2. AS 44.62.200(a) is amended by adding a new paragraph to read:

(5) a summary of the local government fiscal impact statement

required under AS 44.62.195,

* Sec. 3. AS 4/.62.320(b) is amended to read:

(b) At the same time a regulation i s  filed by the lieutenant

governor, the lieutenant governor shall submit the regulation I > the

chairman and all members of the Administrative Regulation Review Com­

mittee for review under A" 24.2C.4C0 24.2C.460 together with any fis­

cal impact statement required to be prepared under AS 44.62.19 5.
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CREATION OF UNORGANIZED BOROUGHS

Major legislation introduced as a result of the Joint Community and 
Regional Affairs Connrittees' interim Local Government Study included 
Senate Bill 348.

Senate Bill 348 would have divided the present unorganized borough 
Into distinct unorganized boroughs. These unorganized boroughs would be 
based on the present Regional Education Attendance Area boundaries, with 
adjustments made by the Department of Community and Regional Affairs.
In determining boundaries for the unorganized boroughs, the Department 
must consider the standards applicable for borough Incorporation, Native 
corporation boundaries and census divisions. SB 348 provided a mechanism 
for Identifying the boundaries of the unorganized boroughs and for 
Instituting a comprehensive planning program for each unorganized 
borough.

As stated 1n SB 348, one primary purpose of this legislation was to 
provide residents of the unorganized borough the opportunity to assist 
in planning and program development for their own regions.

In addition, State statutes on Incorporation would be changed to 
allow an unorganized borough to Incorporate directly as a home-rule 
borough. A procedure for preparing a home-rule charter and holding an 
election on the charter was included in the legislation.

Senator Arliss Sturgulewskl 
Presentation to the
Municipal League Legislative Committee
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Original sponsor: Rules/Legislative Council Offered: 3/26/80
Referred: Finance

BY THE COMMUNITY AND 
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 348 
IN THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL
For an Act entitled: "An Act relating to unorganized boroughs, establishing

unorganized boroughs, establishing a program of finan­
cial assistance for the preparation of regional plans

by unorganized boroughs, permitting adoption of home

rule charters by unorganized boroughs, and directing 

submission of recommendations concerning adjustment of 

the boundaries of service areas of the unorganized 

borough: and providing for an effective date."

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

* Section 1. PURPOSE. The legislature finds that the single unorganized

borough of the state has proven unworkable in accommodating demands from its 

residents for change and recognizes that a more systematic approach to the 

planning and delivery of services for residents of this area is necessary.

In providing, in this Act, for identifying a common set of boundaries by 

which to subdivide the state's single unorganized borough into multiple 

unorganized boroughs, it is the purpose of the legislature to extend the 

opportunity to residents of unorganized boroughs to assist in planning and 

program development by

(1) preparing regional plans; and

(2) broadening the range of methods by which residents may in­

corporate a regional government.

* Sec. 2. INTENT. In providing for the division of the state's unorga­

nized borough into unorganized boroughs, it is the intent of the legislature 

that all future transfers of functions or services from state agencies to
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1

1n regions within unincorporated areas be made only within the boundaries for 
2Punorganized boroughs established under AS 29.03.011 - 29.03.021, added by 
jRsec. 3 of this Act.

* Sec. 3. AS 29.03 is amended by adding new sections to read:
Sec. 29.03.011. ESTABLISHMENT OF UNORGANIZED BOROUGHS. Except as

the boundaries are adjusted as provided in AS 29.03.021, the geographic 
area within each regional educational attendance area established under 
AS 14.08.031 is, effective 180 days after the effective date of this
Act, established as an unorganised borough.

Sec. 29.03.021. ADJUSTMENT OF BOUNDARIES BY COMMISSIONER. (a)

The commissioner of community and regional affairs may establish boun­
daries other Chan Che boundaries of a regional educaCional attendance 
area for an unorganized borough under AS 29.03.011. Before establishing 
boundaries for unorganized boroughs under this section, the commissioner 
shall hold at least one public hearing within each regional educational 
attendance area. In establishing boundaries under this section, the 
commissioner shall consider

(1) the standards applicable to the incorporation of boroughs 

under AS 29.18.030:

(2) the regional boundaries adopted by the Native regional 

corporations established under the Alaska Native Claims Settlement Acti 

and

(3) census divisions of the state used for the 1980 census,

(b) The commissioner of community and regional affairs may not

establish boundaries so that: an unorganized borough Includes territory 

within more than one Native regional corporation established under the 

Alaska Native Claims Settlement Act.

* Sec. 4. AS 44.47 is amended by adding a new section to read:

Sec. 44.47.085. ASSISTANCE FOR REGIONAL PLANS IN THE UNORGANIZED
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BOROUGH, (a) The commissioner may contract with a municipality, a 
group of municipalities, or one or more regional Native corporations 
organized as nonprofit corporations under the laws of the state to 
prepare a regional plan for an unorganized borough.

(b) The commissioner may contract for the preparation of only one 
regional plan for each unorganized borough. The commissioner may con­
tract only if he is satisfied that the party with whom he contracts is 
capable of preparing a regional plan that considers the entire popu­
lation of the unorganized borough.

(c) When a municipality, group of municipalities, or one or more 

regional Native nonprofit corporations proposes to prepare a regional 

plan for an unorganized borough, the commissioner shall request pro­

posals for preparation of a regional plan. The residents of an un­

organized borough may petition the commissioner to request proposals for 

preparation of a regional plan, and the commissioner shall request 

proposals if the petition is signed by a number cf qualified voters 

equal to not less than 15 percent of the number of votes cast in the 

unorganized borough at the last state general election.

(d) A request for proposal for preparation of a regional plan for 

an unorganized borough made under (c) of this section shall be adver­

tised. The commissioner shall advertise for a period of not less than 

45 days by public notice announcements provided t:o newspapers and radio 

and television stations. The advertisement of a request for a proposal 

for the preparation of a regional plan shall

(1) invite a municipality, group of municipalities or re­

gional Native nonprofit corporation to submit a proposal for the 

preparation of a regional p l a m

(2) outline the work to be completed} and

(3) contain other information which the commissioner believes
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will Inform Che public of Che work Co be compleCed under Che conCracC, 
end which will assist him in evaluating proposals received.

(e) AfCer receiving Che proposals for preparaCion of a regional 
plan, Che commissioner shall evaluate them. In evaluating Che pro­
posals, Che commissioner may request advice from residents of an un­
organized borough for which Che regional plan is proposed. The commis­
sioner may refuse all proposals and readvertise, or may accepC a pro­
posal and enter into a contract as provided in (f) of this section.

(f) A contract entered into under this section

(1) shall require that the regional plan include

(A) an analysis and recommendations concerning incor­

poration of a borough government for all or a portion of the un­
organized boroughi

(B) an evaluation of the economic development potential 

of the unorga-'.zed borough;

(C) e recommendation concerning capital facility needs 

of the unorganized borough;

(D) an examination of demographic, social and environ­

mental factors affecting the unorganized borough;

(E) an examination of

(1) interrelationships among the regional educa­

tional attendance area, the coastal resource service area, and 
any other regional entity responsible for services in the 

unorganized borough; and

(11) the interrelationships between the governments 

of cities within the unorganized borough and regional entitles

listed in (i) of this subparagraph; and

(F) a process for implementing the recommendations made

as part of the regional plan;
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(2) shall provide

(A) a mechanism for securing public participation in the 
preparation of the regional plam

(B) that the regional plan be completed not later than 
the June 30 following the third anniversary of the date of the 
contracti and

(C) that payment for work performed under the contract 
Is subject to legislative appropriation to the account established 
in (g) of this sectiom

(3) may permit the contractor to subcontract parts of the 
work to be performed to one or more subcontractors.

(g) There is established in the Department of Community and Re­
gional Affairs the unorganized borough regional planning account. The 
account shall be 'dminii tered by the commissioner and shall be used to 
pay for contract, enterec into under this section.

(h) Dur n ; each llscal year, the commissioner may not pay to a 
contractor under a contract authorized by this section more than $25,000 
plus C25 per capita for each person residing within the unorganized 
borough for which the regional plan is to be prepared, as determined by 
the commissioner.

(i) In this section, "unorganized borough" means a subdivision 
established under AS 29.03.011 - 29.03.021.

* Sec. 5. AS 29 is amended by adding a new chapter to reads
CHAPTER 19. DIRECT INCORPORATION OF A HOME RULE BOROUGH.
Sec. 29.19.010. INCORPORATION, (a) The residents of an unorgan­

ized borough established in accordance with AS 29.03.011 - 29.03.021 may 
apply for the incorporation of a home rule borough. The petition for 
borough incorporation shall be filed with the Department of Community 
and Regional Affairs and shall include the information and signatures
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required by AS 29.18.050. Petitions for Incorporation filed under this 
section shell be processed, reviewed end determined In accordsnce with 
AS 29.18.060 - 29.18.090.

(b) A petition submitted under (a) of this section shall
(1) specify the number of members of the charter commission, 

but the number of members may not exceed 15i and
(2) describe the manner of election of members of the charter 

commissloni If election is to be by district, a description of the 
boundaries of each district shall be Included In or attached to the 
petition.

(c) If the petition submitted under Ja) of this section requests 
election of charter commission members on a basis other than at large 
within the unorganized borough, the manner of election of the members of 
the commission shall conform to standards applicable to the composition 
and apportionment of legislative bodies which are Imposed by art. I, 
sec. 1 of the state constitution.

(d) The standards applicable to the incorporation of an organized 
borough under art. X, sec. 3 of the state constitution and AS 29.18.030 
apply to the incorporation of an unorganized borough under thiB section.

Sec. 29.19.020. CHARTER ELECTION, (a) If the Local Boundary 
Commission accepts the petition filed under AS 29.19.010, it shall 
immediately notify the lieutenant governor. Within 30 days after noti­
fication, the lieutenant governor shall older an election within the
proposed home rule borough to determine whether the voters will elect a
charter commission, and to determine the persons elected to serve on the 
charter commission.

(b) Charter commission candidates are nominated by petition signed 
by at least 50 registered voters residing within the unorganized 
borough. The lieutenant governor shall allow not less than 20 or more

-6- CSSB 348



V

1

3

3

4

ft

6

7

8

o

10

u

1}

13

14

16

ie

17

18

19

30

31

33

33

34

3ft

36

37

38

.28.

than 30 daya during which candidates for the charter commission may 
present nominating petitions.

(c) The election on the question of election of a charter com­
mission and the determination of persons elected to serve on the charter 
commission shall be held not less than 60 or more than 75 days after the 
uate of the election order.

Sec. 29.19.030. PREPARATION OF CHARTER, (a) If, at the election 
called by the lieutenant governor under AS 79.19.020, a majority of the 
voters favors election of a charter commission, the persons receiving 
the highest number of votes cast at that election constitute the charter 
commission. The charter commission shall prepare a proposed charter and 
submit It to the Department of Community and Regional Affairs within one 
year of the first meeting of the charter commission. The commissioner 
of community and regional affairs shall review the proposed charter for 
compliance with laws applicable to home rule municipalities and, if it 
complies, request the lieutenant governor to submit the proposed borough 
Incorporation petition and proposed home rule charter to residents of 
the proposed home rule borough, if the proposed charter does not comply 
with law, the commissioner of community and regional affairs shall 
return the proposed charter to the charter commission with a statement 
of the legal deficiencies.

(b) Within 90 days of the receipt of the statement of the commis­
sioner of community and regional affairs indicating that the proposed 
home rule charter does not comply with law, the charter commission may 
prepare and submit to the commissioner an amended charter which meets 
the objections to the original proposed charter.

Sec. 29.19.040. RATIFICATION OF CHARTER. The lieutenant governor 
shall order an election on the question of whether the unorganized 
borough shall be Incorporated as a home rule borough in accordance with
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the charter approved by the commissioner of community and regional 

affairs. The proposed.charter shall be posted throughout the proposed 

borough by the lieutenant governor before the election Is held. The 

election shall be held not less than 60 or more than 90 days following 

the election order.

Sec. 29.19.050. RESULTS OF RATIFICATION ELECTION, (a) The votes 

cast at an election held under AS 29.19.040 shall be tabulated In two 

classifications. One classification shall consist of all votes cast 

within cities of the proposed home rule borough. The second classi­

fication shall consist of all votes cast in the remaining area of the 

proposed borough. If a majority of the votes cast in each classifica­

tion by the qualified voters of the proposed borough favors incorporatior 

of the borough under the proposed home rule charter, the lieutenant 

governor shall declare that the unorganized borough In which the 

election was held Is incorporated as an organized borough and a 

municipal corporation In accordance with the provisions of the home rule

charter. The lieutenant governor shall provide for the election of the

officers provided for In the charter.

(b) The election and qualification of officers under (a) of this 

section shall be completed by the lieutenant governor In accordance with 

AS 29.18.120 and the provisions of the home rule charter of the borough.

Sec. 29.19.060. RESUBMISSION OF CHARTER. If a proposed charter is

rejected, the charter commission shall prepare, adopt and submit a

second proposed charter to the voters in accordance with AS 29.19.030 - 

29.19.050, The second proposed charter shall be submitted to the voters 

within one year of the date of the charter election held under AS 29.- 

19.040. If the second proposed charter is reje ted, the charter com­

mission is dissolved.

Sec. 29.19.070. VOTERS, ELECTIONS, COSTS, AND VACANCIES. (a) A
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person is qualified to vote in an election authorized by AS 29.19.010 - 
29.19.060 If he Is qualified to vote In state elections and If he Is a 
resident of the unorganized borough proposed for Incorporation as a hone 
rule borough.

(b) The lieutenant governor shall conduct elections authorized by 
AS 29.19.010 - 29.19.060 substantially In the manner provided in the 
Alaska Election Code (AS 15.05 - 15.60), and shall certify the results 
of all elections under this chapter. Costs of elections under this 
chapter shall be paid by the office of the lieutenant governor.

(c) Costs of charter preparation under this chapter shall be paid 
by the Department of Community and Regional Affairs.

(d) The commissioner of community and regional affairs shall ap­

point a registered voter of the unorganized borough for which a charter 

is being prepared to fill a vacancy occurring on the charter commission 

established under this chapter.

Sec. 29.19.080. APPLICABILITY OF TRANSITIONAL PROVISIONS. The 

provisions of AS 29.18.130 - 29.18.180 apply to home rule boroughs 

Incorporated under this chapter.

Sec. 29.19.090. STATUS OF HOME RULE BOROUGHS. (a) A home rule 

borough incorporated under this chapter shall exercise all powers 

required of a borough under AS 29.33.

(b) For purposes of acquisition of areawlde powers, the provisions

of AS 29.38.010 apply to a home rule borough Incorporated under this 

chapter unless otherwise specifically provided in the charter of the 

borough.

* Sec. 6. AS 29.03.010 and 29.03.020 are repealed.

* Sec. 7. UNORGANIZED BOROUGH SERVICE AREAS. (a) The commissioner of 

education shall recommend to the legislature, not later than January 31,

1981, whether changes should be made In the boundaries of a regional
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educational attendance area organized under AS 14.08 to conform the bound­
aries of the regional educational attendance area to an unorganized borough 
of which it is a part.

(b) The Alaska Coastal Policy Council shall recommend to the legis­
lature, not later than January 31, 1981, whether changes should be made In 
the boundaries of an existing coastal resource service area organized under 
AS 46.40 to conform the boundaries of the coastal resource service area to an 
unorganized borough of which it is a part.

* Sec. 8. This Act takes effect immediately in accordance with AS 01.10.- 
070(c).
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STATE AGENCY COORDINATION

The purpose of Senate Bill 350 was to coordinate State agency 
program management and service delivery. SB 350 required all state 
agencies to adopt a common set of geographic districts for the purposes 
of program planning and for data collection and publication of statis­
tics and reports. The units were to be boroughs, home-rule munici­
palities, and the set of unorganized boroughs created by SB 348. REAA's 
would take the place of unorganized boroughs 1f SB 348 did not pass.

A major purpose of this legislation was to standardize the delivery 
of state services along a conrnon set of districts. The legislation 
specifically directed State agencies to develop and Implement agency 
plans (and coordinate their plans with other agencies) on the basis of 
these common geograpnlc units.

A second Intent of this legislation was to make an analysis of 
State service delivery easier by having all Information based on the 
same geographic units. In addition, a variety of supporting data— such 
as Income levels, population, health statistics, unemployment statis­
tics, and so on--would be available for the same geographic units.

Information on both agency programs and socio-economic measures 
would then be available for a specific geographic area. The legislative 
response, 1n terms of agency budget requests and needed appropriations 
for projects or capital Improvements, should become more direct and 
effective with th.s Information base.

While this bill speaks primarily in terms of the unorganized 
borough, there are benefits to organized municipalities as well. The 
establishment of a common set of State agency program planning districts 
based on borough boundaries should prove to be a very powerful tool. In 
addition, the formal designation of boroughs and unorganized boroughs as 
"State planning districts" would affect federal program planning and 
service delivery districts as well. Overall, the existing boroughs and 
unified municipalities should gain in their ability to Influence State 
and Federal agency programs because Information on all agency plans can 
be coordinated and compared. The Inter-relation of agency plans can be 
seen more directly, and can be responded to more efficiently. Finally, 
the availability of socio-economic data on a borough-by-borough basis 
will make 1t easier for local governments to respond to a variety of 
data requirements used 1n State and Federal agency programs.

Your comments on the desirability of having State agencies adopt a 
common set of program planning and service delivery boundaries would be 
helpful.

Senator Ar11ss Sturgulewskl 
Presentation to the
Municipal League Legislative Committee
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BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 350 

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Ace entitled! "An Act relating to the responsibilities of executive

departments of state government for certain state 

programsi and providing for an effective date."

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

* Section 1. AS 44.17 is amended by adding new sections to read:

ARTICLE 2. PLANNING AND MANAGEMENT OF STATE SERVICES.

Sec. 44.17.100. PROGRAM DATA AND INFORMATION. (a) A principal 

department of the executive branch of state government, including a 

board or commission assigned to a department for administrative pur­

poses, shall use the home rule and general law boroughs, unified muni­

cipalities, and regional educational attendance areas as the geographic 

units by which to collect and report data and Information and process 

and analyze statistics about each of its programs.

(b) The information, data and statistics required to be collected 

and reported by this section Include but are not limited to

(1) information which may be required by the division of 

policy development and planning in the Office of the Governor to 

describe the geographic distribution of the state's population, economic 

activities, and public services» and

(2) information about the program, including

(A) the estimated number of persons needing a service:

(B) the number of persons served by the program:

(C) the costs of the services provided by the program;

and
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(D) the conditions addressed or corrected by a service 
provided by the progress.
(c) A department, board or commission may request an exemption 

from this section. An exemption granted under this subsection expires 
on June 30, 1982. The request for exemption shall be submitted to the 
governor, who may grant the exemption if he finds that additional ex­
pense, increased workload, or decreased efficiency in the operation of a 
program or development of a new program would be substantially greater 
than the public interest in compliance with this section. A department, 
board or commissio.i requesting an exemption under this subsection shall 
submit to the governor a written statement

(1) naming the program for which an exemption is requestedi

(2) describing the problems which would be encountered if the 

department, board or commission were required to conform to this sec­

tion [ and

(3) evaluating the effect of an exemption granted under this 

subsection on the collection and reporting requirements of (a) of this 

section for other programs administered by the department, board or 

commission.

* Sec. 2. AS 44.17 is ..mended by adding new sections to read:

Sec. 4 4 .1 7.110. np.jGRAM PLANNING AND MANAGEMENT. (a) A principal 

department of the executive branch of state government, including a 

board or commission assigned to a department for administrative pur­

poses, shall use the home rule and general law boroughs, unified muni­

cipalities, and regional educational attendance areas of the state as 

the geographic units by which to develop and implement plans for provid­

ing services and to coordinate program planning and administration with 

the plans and programs of other agencies, municipalities and the federal 

government.
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(b) A department, board or commission may combine one or more home 

rule boroughs, general law boroughs, unified municipalities, and regions! 

educational attendance areas to define the geographical area within 

which a program is provided.

Sec. 44.17.120. REPORTING OF SERVICE COSTS. (a) A principal 

department of the executive branch of the government, Including a board 

or commission assigned to a department for administrative purposes, 

shall provide information giving the direct cost of providing services 

to each municipality and regional educational attendance area used by 

the department under AS 44.17.110(a) for the management and administra­

tion of itB programs. The information shall be available to

(1) the division of budget and management in the Office of 

the Governor, for its use in making recommendations for the program 

budget of a department, board or commissioni

(2) the legislature, for its use in consideration of the 

state budget and other legislation relating to state services; and

(3) the public, upon request to the department, board or 

commission.

(b) In this section, "direct cost" means a cost which is related 

to providing a service, exclusive of general administrative and support 

costs.

Sec. 44.17.130. EXEMPTION. The provisions of AS 44.17.110 -

44.17.120 do not apply to

(1) a program of an executive department, board or commission 

which provides only professional or technical support services for 

anothe- state department, board or commission, as determined by the 

governor; and

(2) a program for which exemption is specifically requested 

by the department, board or commission, and granted by the governor
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because

(A) the program concerns the conservation or development 

of a natural resources and

(B) the application of AS 44.17.110 - 44.17.120 would 

cause a substantial impediment to the performance of duties by the 

department, board, or commission.

See. 44.17.140. DEFINITION. In AS 44.17.100 - 44.17.140, "regiona 

educational attendance area" means a subdivision of the part of the 

state not within an organized borough as determined by the commissioner 

of community and regional affairs under AS 14.08.031.

* Sec. 3. AS 44.17 is amended by adding new sections to read:

ARTICLE 2. PLANNING AND MANAGEMENT OF STATE SERVICES.

Sec. 44.17.100. PROGRAM DATA AND INFORMATION. (a) A principal 

department of the executive branch of state government, including a 
board or commission assigned to a department for administrative pur­

poses, shall use the home rule and general law boroughs, unified muni­

cipalities, and unorganized boroughs as the geographic units by which to 

collect and report data and information and process and analyze statis­

tics about each of its programs.

(h) The information, data and statistics required to be collected 

and reported by this section Include but are not limited to

(1) information which may be required by the division of 

policy development and planning in the Office of the Governor to deacribi 

the geographic distribution of the state's population, economic activi­

ties, and public services: and

(2) information about the program, including

(A) the estimated number of persons needing a service:

(B) the number of persons served by the program:

(C) the costs of the services provided by the program:
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(D) the conditions addressed or corrected by a service 

provided by the program.

(c) A department, board or commission may request an exemption 

from this section. An exemption granted under this subsection expires 

on June 30, 1982. The request for exemption shall be submitted to the 

governor, who may grant the exemption If he finds that additional ex­

pense, increased workload, or decreased efficiency in the operation of a 

program or development of a new program would be substantially greater 

than the public interest in compliance with this section. A department, 

board or commission requesting an exemption under this subsection shall 

submit to the governor a written statement

(1) naming the program for which an exemption is requestedi

(2) describing the problems which would be encountered if the 

department, board or commission were required to conform to this sec­

tions and

(3) evaluating the effect of an exemption granted under this 

subsection on the collection and reporting requirements of (a) of this 

section for other programs administered by the department, board or 

commission.

* Sec. U. AS UU.17 is amended by adding new sections to read:

Sec. 44.17.110. PROGRAM PLANNING AND MANAGEMENT. (a) A principal 

department of the executive branch of state government, including a 

board or commission assigned to a department for administrative pur­

poses, shall use the home rule and general law boroughs, unified muni­

cipalities, and unorganized boroughs of the state as the geographic 

units by which to develop and implement plans for providing services and 

to coordinate program planning and administration with the plans and 

programs of other agencies, municipalities and the federal government.
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(b) A department board or commission may combine one or more home 
rule boroughs, general law boroughs, unified municipalities, and un­
organised boroughs to define the geographical area within which a pro­
gram is provided.

Sec. 44.17.120. REPORTING OF SERVICE COSTS. (a) A principal 

department of the executive branch of the government, including a board 

or commission assigned to a department for administrative purposes, 

shall provide information giving the direct cost of providing services 

to each municipality and unorganized borough used by the department 

under AS 44.17.110(a) for the management and administration of its 

programs. The information shall be available to

(1) the division of budget and management in the Office of 

the Governor, for its use in making recommendations for the program 

budget of a department, board or commissioni

(2) the legislature, for its use in consideration of the 

state budget and other legislation relating to state services; and

(3) the public, upon request to the department, board or 

commission.

(b) In this section, "direct cost" means a cost which ia related 

to providing a service, exclusive of general administrative and support 

cos ts.

Sec. 44.17.130. EXEMPTION. The provisions of AS 44.17.110 -

44.17.120 do not apply to

(1) a program of an executive department, hoard or commission 

which provides only professional or technical support services for 

another state department, board or commission, as determined by the 

governor; and

(2) a program for which exemption is specifically requested 

by the department, board or commission, and granted by the governor
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because

(A) the program concerns the conservation or development 

of a natural resource $ and

(B) the application of AS 44,17.110 - 44.17.120 would 

cause a substantial impediment to the performance of duties by the 

department, board, or commission.
i

Sec. 44.17.140. DEFINITION. In AS 44.17.100 - 44.17.140, "un­

organized borough" means a subdivision of the part of the state not 

within an organized borough as determined by the commissioner of com­

munity and regional affairs under AS 29.03.011 - 29.03.021.

* Sec. 5. RESPONSIBILITIES OF THE DIVISION OF POLICY DEVELOPMENT AND

PLANNING. The division of policy development and planning in the Office of

the Governor shall

(1) by December 31, 1980, evaluate the cost and suitability of 

data and information reference systems and recommend the use of a system by 

the principal departments of the executive branch of the state government, 

including boards and commissions assigned to those departments for adminis­

trative purposesi the data and information system recommended by the division 

shall

(A) permit cross-referencing of data and information by che 

executive departments, boards and commissionsj and

(B) classify data and Information on the basis of the geo­

graphic units used by a department, board or commission for program

management and cost reporting under AS 44.17.110 - 44.17.120.

(2) report to the legislature by July 1, 1983, alternatives and 

recommendations for improving coordination of programs which provide direct 

services to people, which are not exempt under AS 44.17.130.

* Sec. 6. Sections 3 and 4 of this Act take effect and secs. 1 and 2 of 

this Act are repealed only if a version of an Act entitled "An Act relating
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*  '

to unorganized boroughs, establishing unorganized boroughs, establishing a 

program of financial assistance for the preparation of regional plans by 

unorganized boroughs, permitting adoption of home rule charters by un­

organized boroughs, and directing submission of recommendations concerning 

adjustment of the boundaries of service areas of the unorganized boroughi and 

providing for an effective date", becomes lav.

* Sec. 7. Sections 1 and 3 of this Act take effect July 1, 1981.

* Sec. 8. Sections 2 and 4 of this Act take effect July 1, 1982.

* Sec. 9. Sections 5 and 6 of this Act take effect Immediately in accor­

dance with AS 01.10.070(c).



CAPITAL PROJECTS FOUNDATION FUND

A Capital Projects Foundation Fund would have been established by 
CSSB546. This Fund would provide capital construction and maintenance 
funds to all areas of the State. The allocation of funds, based on a 
formula Incorporating both population and land area, would guarantee 
that funds are available annually to each area of the State.

To be eligible for Foundation funds, each area— whether 1t 1s a 
borough, unified municipality, home-rule municipality or REAA (or 
"unorganized borough" 1f created under SB 348)— must have a capital 
improvements program (CIP). Projects funded must appear on the local 
CIP, but need not be funded In order. Foundation funds would not lapse, 
but could be held over from or.e year to the next to fund a major pro­
ject. Foundation funds can also be used as local match required for 
other State and Federal grant programs.

The attached information sheets sunmarlze the provisions of SB 546 
1n more detail.

The Municipal League gave its support to SB 546 during a statewide 
teleconference hearing held on April 16, 1980. The key Issues brought 
out at that hearing centered around: the allocation formula; the role
of first and second class cities within boroughs and to the regional 
planning councils established for REAA's (or unorganized boroughs 1f 
applicable); and whether the Foundation was Intended to replace or 
simply supplement existing state capital programs. The Municipal League 
also expressed concern about, the make-up of the regional planning 
councils.

The committee substitute for SB 546 attempted to satisfy the 
concerns expressed on these Issues. Most importantly, the allocation 
formula was changed to give more weight to an area's population, while 
still maintaining some sensitivity to the scale of improvements required 
in areas with a small population dispersed over a wide area. The 
present formula provides that 70% of the annual appropriation will be 
distributed on the basis of population, and 30% on the basis of land 
area. Under this formula, for example, Anchorage would receive about 
30% of the total appropriation, which 1s comparable to the proportion of 
the state's total general and special capital appropriations the Munici­
pality received for fiscal year 1980. This revised formula should he’p 
reassure Alaska's larger communities that they are not, 1n actuality, 
giving up potential capital funds to other areas of the State.

The second major issue addressed 1n the revision of SB 54b was the 
relation of first and second class cities to boroughs and to the regional 
planning councils 1n the unorganized borough. CSSB546 specifically 
allows first and second class cities to undertake funded projects on 
their own, if they exercise the authority to operate the facility to be 
funded. In those cases where a city 1s located within a borough that 
also exercises the same authority, the city and borough can agree on how 
the responsibility for constructing and operating a facility 1s to be 
divided. In the unorganized borough, project responsibility may be 
transferred by D0T/PF to the city, upon concurrence of the city council.



First and second class cities are also guaranteed representation on
the regional planning councils established in the unorganized borough. 
Each first class city will be i* ..presented on the planning council by at 
least one elected city official. Other members of the regional planning 
counci1 will be drawn from elected officials of second class cities 
within the region, and f 1*001 unincorporated communities.

Finally, the Capital Projects Foundation Fund was Intended to 
supplement the present grant programs for specific capital projects that 
are administered by various State agencies. In fact, CSSB546 speci­
fically states that Foundation Funds may be used as match for State and 
Federal grant programs. The Intent was to partially Institutionalize 
the present system of general and special capital appropriations to 
comnunlties, rather than replace existing State grant prograns.

In summary, the Capital Projects Foundation Fund 1s a very Important 
piece of legislation in terms of municipal capital planning and finan­
cial management. The Municipal League's support of this concept was 
greatly appreciated. Any suggestions on hew tils idea can be improved 
would be helpful and receive serious consideration. Your continued 
support of this idea will be critical during the next legislative 
session.

Senator Arliss Sturgulewskl 
Presentation to the
Municipal League Legislative Committee



Official flnrin— «

Alaska J&aie ̂ legislature
Senate

Com m ittee on 
Com m unity &  R egional Affairs
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State Capitol 

Juneau, Alaska 90811

March 24, 1980 Senator Arliss Sturgulewski

Information Sheet 

CAPITAL FOUNDATION FUND

The Capital Foundation Fund will, by appropriation, provide funds to all 
areas of the State for certain capital improvements. To expend funds, 
eawii area will need to develop an areawide capital improvement plan, 
approved by the local assembly when there is une. and developed with the 
Department of Transportation and Public Facilities when there is no 
local government.

Organized and unorganized boroughs are encouraged to conduct regionwide 
planning to avoid costly duplications of capital projects and to prioritize, 
on the local level, needs among communities, rather than leaving this 
process to state level government.

Each area, so long as appropriations are made, is certain of a source of
funding for local projects. Each are* will receive a formula share of
the appropriation. This stability will be advantageous to local governments
for planning purposes. Additionally, unlike the current situation,
areas may have greater ability to use capital projects for anti-cyclic
economic benefits by being in contrc1 of fund expenditures. Annual
funds do not 1ap;e and may be accumulated for locally determined purposes.

Capital Foundation Funds may be used as the local match required for 
certain state and federal projects. This will be particularly significant 
in rural areas which do not now have a source of local match.

Funds are eligible for both construction and maintenance costs. This 
means that local governments will be encouraged to consider Hfe-cycle 
costs and encouraged to maintain buildings and other improvements in 
order to maximize the efficiency of their capital dollars.

Local governments, under the Capital Foundation Fund program, will be 
assured of a steady supply of state funds for capital improvements that 
will be directed toward locally determined project needs and can be 
expended at a locally determined pace.



Section 1: Statement of Intent

Section 2: Gives regulation adoption authority to DOTPF

Section 3: Description of the Capital Foundation Fund to provide assistance for 

local construction projects to organized and unorganized boroughs, home rule municipali 

and municipalities.

The amount of appropriation established at not less than $400 times the state population 

Sec. 44.42.110 lists eligible projects, that is, projects of local interest and not 

Dart of statewide capital plans, (b) states that projects may only be built in local 

governments that have adopted the appropriate powers (ex. park facilities require 
aoption of park powers).

Sec. 44.42.120 Regional councils are established for unorganized boroughs for capital 
improvement planning. Board composition is specified.

Sec. 44.42.130 Requires a capital improvement plan as a condition of entitlement receipt 

Plans must be at least for five years. Plans for unorganized areas must include specific 

considerations.

Sec. 4. 44.42.140 Describes the allocations and distribution of entitlements. Direct 

distribution to organized boroughs which may distribute to cities. Commissioner keeps 

an account for unoragnized boroughs and may enter into an agreement to distribute 

funds to cities in the unorganized boroughs, if project is identified for construction 

in that year.

Formula specified : 7/10 on basis of population, 3/10 on basis of area.

Sec. 5. 44.42.150 Use of Entitlements. For projects specified in the cip. Ownership 

(title) discussed, especially in relationship to local government powers.

Entitlements may be used to match state and federal grants.

44.42.160 Definitions are provided.

Sec. 6 and Sec. 7. Effective dates: the plannino process starts July 1,1980, but the 

funding does not begin til July 1, 1981
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Affairs Committee Referred: Finance

BY THE COMMUNITY AND REGIONAL 
IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 546 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to state aid for local capital pro­

jects; establishing the capital projects foundation 

fund; and providing for an effective date."

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

* Section 1. It is the purpose of AS 44.42.100 - 44.42.160 to create a 

program which can provide a source of money which will be equitably distrib­

uted throughout the state to be used, alone or with money from other sources, 

to finance capital projects. It is the intent of the legislature that plan­

ning for capital projects __'lect local needs and priorities and that, when­

ever possible, political subdivisions of the state have sole responsibility 

for the expenditure of state money provided through the program. Nothing in 

AS 44.42.100 - 44.42.160 is intended to restrict the legislative authority to 

appropriate money.

* Sec. 2. AS 44.42.020 is amended by adding a new paragraph to read:

(14) adopt regulations for management of the capital projects 

foundation fund established under AS 44.42.100 and administer that fund.

* Sec. 3. AS 44.42 is amended by adding new sections to read:

ARTICLE 2. CAPITAL PROJECTS FOUNDATION ENTITLEMENTS.

Sec. 44.42.100. CAPITAL PROJECTS FOUNDATION FUND AND ENTITLEMENTS,

(a) There is established in the department a capital projects founda­

tion fund for the purpose of providing state assistance for improvement, 

maintenance and new construction costs of local capital projects.

Within the limits of appropriations for the purpose, the department 

shall make entitlements for capital projects to organized boroughs, to
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home rule municipalities as defined in AS 29.08.010, and to municipali­

ties unified under AS 29.68 which have capital improvement plans.

(b) Within the limits of appropriations for the purpose, the 

department shall make and manage entitlements for capital projects for 

unorganized boroughs if a version of an Act entitled "An Act relating to 

unorganized boroughs, establishing unorganized boroughs, establishing a 

program of financial assistance for the preparation of regional plans by 

unorganized boroughs, permitting adoption of home rule charters by 

unorganized boroughs, and directing submission of recommendations con­

cerning adjustment of the boundaries of service areas of the unorganized 

borou&hi and providing for an effective date" is enacted. If that bill 

is not enacted, the department shall make and manage entitlements for 

capital projects for each regional educational attendance area organized 

under AS 14.08,031.

(c) The amount of appropriation authorized for the capital im­

provements foundation fund for each fiscal year is not less than $400 

times the state population as annually determined by the Department of 

Labor.

Sec. 44.42.110. ELIGIBLE FACILITIES. (a) Ar. entitlement from the 

capital projects foundation fund may be used for Improvement, main 

tenance, or construction costs of the following facilities

(1) librariesi

(2) community and emergency detention facilities!

(3) fire halls, including the purchase of fire vehicles!

(4) community parks and recreational facilities!

(5) water and sewer facilities!

(6) health facilities!

(7) community centers i

(8) cultural facilities!
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(9) transportation facilities which do not duplicate state 

facilities and which are not inconsistent with the state transportation 

plan under AS 44.42.050 as determined by the department, Including

(A) service roadsi

(B) trails;

(C) harbors and docks for small boatsi

(0) seaplane floatsi

(E) public transit facilities, including the purchase of

transit vehiclesi

(F) emergency and recreational airstrips for small

aircraft.

(b) A facility is eligible for an entitlement under this section 

only if it is identified in a capital Improvement plan formulated under 

AS 44.42.1J0.

(c) If a facility is located in or to be located in a home rule or 

unified municipality or organized borough, it is not eligible for an 

entitlement under this section unless the borough or municipality

(1) has or will have title to the facility! and

(2) has authority under AS 29 to operate the facility.

Sec. 44.42.120. KECIONAI. COUNCILS. (a) A regional council shall 

be established for each unorganized borough if a version of an Act 

entitled "An Act relating to unorganized boroughs, establishing un­

organized boroughs, establishing a program of financial assistance for 

the preparation of regional plana by unorganized boroughs, permitting 

adoption of home rule charters by unorganized boroughs, and directing 

submission of recommendations concerning adjustment of the boundaries of 

service areas of the unorganized boroughi and providing for an effect 

date. is enacted. If that bill is not enacted, a regional council shall

be established f o r  each regional educational attendance area. A regional
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council shall be composed of no more than 11 members as follows:

(1) at least one person from each first class city which is 

located within an unorganized borough or regional educational attendance 

area, or which is Included in an unorganized borough's capital improve­

ment plan or a regional educational attendance area's capital improve­

ment plan under (b) of this section and who is an elected city official 

selected by the city council;

(2) additional members selected by the governor from persons 

nominated by the Department of Conanunity and Regional Affairs who are 

from second class cities and unincorporated communities within an unor­

ganized borough or regional educational attendance area; members from 

second class cities shall be elected officials.

(b) A first class city which has not adopted a home rule charter 

and which is outside of an organized borough and outside of a regional 

educational attendance area shall be represented on the regional council 

of a regional educational attendance area or an unorganized borough 

which borders the city and shall be Included in the capital improvement 

plan.

Sec. 44.42,130. CAPITAL IMPROVEMENT PLANS. (a) With assistance 

from rhe department, each regional council established under AS 44.42.120 

shull formulate a capital Improvement plan. A capital improvement plan 

formulated in accordance with this section shall be a five-year plan 

updated annually, anti shall

(1) identify all capital projects needed In the unorganized 

borough or regional educational attendance area;

(2) assign a priority to each capital project ident I l ied;

(3) Include cost estimates for each capital project identi­

fied;

(4) Include a list of needed capital projects which ire not
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eligible for an entitlement from the capital improvement foundation 

fund ;

(5) identify possibilities for capital projects involving 

facilities having more than one use;

(6) consider the feasibility of waste heat utilization and 

other energy-saving measures for capital projectsi

(7) provide for site acquisition for capital projects; and

(8) provide for needed public access and utilities.

(b) A capital improvement plan and revisions to a capital improve­

ment plan for an unorganized borough or regional educational attendance 

area aha]1 he adopted by the regional council after a public hearing and 

submitted to the department.

(c) To qualify to receive an entitlement from the capital projects 

foundation fund, an organized borough, home rule municipality, or unifiec 

municipality shall formulate and annually update a capital improvement 

plan which covers at least a five-year period. A capital improvement 

plan and revisions to a capital Improvement plan for an organized 

borough, home rule municipality, or unified municipality shall be sub­

mitted to the city council or borough assembly. After a public hearing, 

and after approval by the council or assembly, the capital improvement 

plan shall be submitted to the department.

* Sec. 4. AS 44.42 is amended by adding a new section to read:

Sec. 44.42.140. ALLOCATION AND DISTRIBUTION OF ENTITLEMENTS. (a) 

Entitlements from the capital projects foundation fund shall be distri­

buted annually by the department to each organized borough, home rule 

municipality, and unified municlpilily which has submitted a capital 

improvement plan as required by Ad 44.42.130(c). An organized borough 

may agree that a city In the borough may receive and use money from an 

annual entitlement for the borough which is for a facility located in
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the city, if the city has authority under AS 29 to operate and hold 

title to that type of facility.

(b) Entitlements from the capital projects foundation fund shall 

be distributed annually to accounts established by the department for 

each unorganized borough or for each regional educational attendance 

area which has submitted a capital improvement plan as required by

AS 44.42.130(a) and (b). The commissioner shall entei. into an agreement 

with a city in an unorganized borough or regional educational attendance 

area which elects to receive and use money from an annual entitlement to 

the unorganized borough or regional educational attendance area which is 

for a facility located in the city, if the city has authority under 

AS 29 to operate and hold title to that type of facility.

(c) Entitlements shall be annually allocated from the capital 

projects foundation fund as follows:

(1) seven-tenths on the basis of the population of the organ­

ized borough, home rule municipality, unified municipality, or un­

organized borough or regional educational attendance area: and

(2) three-tenths on the basis of the area of the organized 

borough, home rule municipality, unified municipality, or unorganized 

borough or regional educational attendance area.

Sec. 5. AS 44.42 is amended by adding new sections to read:

Sec. 44.42.150. USE OF ENTITLEMENTS. (a) An entitlement from the 

capital projects foundation fund distributed to an organized borough, 

home rule municipality, or unified municipality may be used only for 

projects Identified in a capital Improvement plan submitted to the 

department. Each recipient shall determine which project or projects to 

finance with the entitlement received each year under AS 44.42.140(a).

(b) A facility for which an entitlement from the capital projects 

foundation fund is received which is located in an organized borough but
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outside of a city shall he owned, operated and maintained by the borough. 

A facility for which an entitlement from the capital projects foundation 

fund is received which is located in a city within an organized borough 

shall be owned, maintained and operated

(1) by the borough, if the borough has the authority under 

AS 29 to operate and hold title to that type of facilityj

(2) by the city, if the city has the authority under AS 29 to 

operate and hold title to that type of facility! or

(3) by either the borough or city as they may agree, if both 

the city and the borough have authority to operate and hold title to 

that type of facility.

(c) An entitlement from the capital projects foundation fund for a 

project in a first or second class city which is part of the capital 

improvement plan of an unorganized borough or a regional educational 

attendance area may be distributed to the city with the concurrence of 

the city council subject to the following terms:

(1) that the city will secure, retain and protect title to 

the site of an existing facility or to the site on which a new facility 

is to be constructed! for purposes of this paragraph it is sufficient 

that title is obtained in fee or by a lease which provides that the city 

enjoys exclusive use of the site and any improvements for the estimated 

life of the facility-,

(2) that the city will assume responsibility for the operatior 

of the facility to be financed with the entitlement, and the feasibility 

of the discharge of this obligation shall be demonstrated to the satis­

faction of the commissioner before the payment of the entitlement.

(d) IT it appears that the cost of a capital project financed by 

an entitlement from the capital projects foundation fund to an organized 

borough, home rule municipality, or unified municipality will vary
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substantially from the cost estimated at the time the entitlement was 

made for the capital project, the recipient is responsible for obtaining 

the additional money needed to complete the project. If a capital 

project financed by an entitlement from the capital projects foundation 

fund to an organized borough, home rule municipality, or unified munici­

pality costs less to complete than estimated at the time the entitlement 

was made, the recipient may use the excess entitlement for other capital 

projects in its capital improvement plan.

(e) Each regional council shall annually determine which projects 

in its capital improvement plan to finance with entitlements from the 

capital projects foundation fund to an unorganized borough or regional 

educational attendance area. The department is responsible for the 

design and construction of the projects selected by a regional council 

under this subsection and shall carry out the projectb in accordance 

with AS 35 unless the commissioner allows a cit" to receive and use an 

entitlement in accordance wLth AS 44.42.140(b).

(f) An entitlement from the capital projects foundation fund may 

be used to match state or federal grants.

Sec. 44.42.160. DEFINITIONS. In AS 44.42.100 - 44.42.160

(1) "area" means the area in square miles of a home rule 

municipality, unified municipality, organized borough, or unorganized 

borough or regional educational attendance area which has a capital 

improvement ptam

(2) "population" means the population, as annually determined 

by the Department of Labor using the latest figures of the United States 

bureau of the Census, of a home rule municipality, unified municipality, 

organized borough, or unorganized borough or regional education,! attend­

ance area which has a capital improvement plant

(3) "improvement" means renovations and additions to an

-8- CSSK 5'6



1

2

3

4

5

6

7

8

9

!0

* i

12

13

14

16

18

17

18

19

20

21

2?

23

24

26

28

77

existing facility which allow for better service than the facility 

provided in its original condition;

(4) "improvement, maintenance or construction costs" includes, 

in addition to costs directly related to the project, the total of all 

costs of financing and carrying out the project; these Include, but are 

not limited to, the costs of surveys, plans and specifications, architec­

tural, engineering or other special services, acquisition of real pro­

perty, site preparation and development, purchase, construction, recon­

struction and improvement of real property;

(5) "maintenance" means restoration and repair needed to keep 

a facility a9 close as possible to its original condition.

* Sec. 6. Sections 1 - 3 and 5 - 7 of this Act take effect July 1, 1980.

* Sec. 7. Section 4 of thiB Act takes effect July 1, 1981.
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PROPERTY TAX LEGISLATION

Part I-B of the Municipal League's 1980 Legislative Policy State­
ment addresses the local property taxing system and the place of state 
mandated property tax exemptions ano reimbursements.

There were a number of specific property tax exemption bills 
Introduced during this legislative session. A summary of that legis­
lation 1n a letter to Dave Walsh was Included •, th your agenda for 
this committee meeting. In some cases, that legislation did not pro­
vide for state reimbursement of revenues lost by local governments.

Item I-B-l and I-B-2 both call for reimbursement of lost tax 
revenues by the State. This policy could receive more legislative 
support through the passage of a bill such as SB 352, requiring a 
fiscal note on the local costs of proposed bills. The clear presen­
tation of the costs of legislative action to local governments would 
make lawmakers more aware of the effect of property tax exemption 
on local government.

There are a number of other taxation Issues not directly addressed 
1n the League's Legislative Policy Statement that are worthy of considera 
tion. These policy questions include the following:

1) The long-term effects on state revenues and expenditures.

As Alaska's population and economy grow, the value of the 
exempted property will also grow. Senior citizen's home­
owner tax exemptions, for example, have increased from 
$197,050 in 1973 to $1.8 million for fiscal ye. 1979.
(Part of this increase was due to lifting the $10,000 maxi­
mum allowable exemption 1n 1974.)

State analysts project a decrease 1n state oil and gas 
revenues starting 1n 1990, dropping by 5% to 10% annually 
thereafter. Creating a number of mandatory property tax 
exemptions, including such exemptions as business Inven­
tory, the first $25,000 assessed residential property 
values, and so on, will simply add to the future drain on 
state revenues. This situation will become critical when 
total revenues decline to present levels and below.

The long-term concern 1s that communities will be left 
without reimbursement for property tax extmptions If state 
revenues decline. Will the Legislature continue to fund 
exemptions? Will tax laws be revised to eliminate various 
mandatory exemptions 1n the future? Or will local govern' 
ments simply be left with smaller tax bases?

Local property taxes are potentially a major component of 
state Income. As of January 1, 1979, locally assessed pro­
perty was valued at $13 billion, while state assessed oil 
and gas property was valued at another $12 billion, of which 
$7.6 billion was located within local taxing jurisdictions.



2) The equity i f  Mandatory exemptions

Mandatory exemptions raise a number of equity questions.
As the 11st of mandatory exemptions grows, the local tax 
burden falls on an Increasingly narrow portion of the local 
population. This 1s especially critical for exemptions 
which result 1n loss of local revenue which 1s not reimbursed 
by the state. Even 1f local revenue losses are made up by 
the state, the equity question 1s s.HI pertinent, as some 
other, non-local source of revenue 1s paying for local ser­
vices from which it may not benefit.

3) A Rational Exemption System.

Can there be any rational system developed for deciding 
which groups of taxpayers should be relieved of a property 
tax burden. The Department of Community and Regional Affairs 
suggests that an exemption must result In a clear public 
benefit, 1n order to justify an increased burden for other 
taxpayers.

There 1s at present no set of guidelines on how this "public 
benefit" 1s to be measured or assessed, or no policies of 
how deserving groups within the population should be Identi­
fied or treated. A number of "worthy" groups were Identi­
fied 1n last session's legislation, including disabled veterans 
surviving spouses of senior citizens that had received pro­
perty tax exemptions, and so on. Is there any way that the 
desirability of tax exemptions for these groups can be dis­
tinguished from disabled persons and veterans, as a whole, 
or other deserving segments of Alaska's population.

4) Corporate U.S. Residential Property.

What 1s the relation of exemptions for business property to 
exemptions for the real and personal property used for resi­
dential purposes. A bill Introduced last session would have 
exempted business Inventory from taxation, with state reim­
bursement to municipalities for lost revenues. Would this 
type of exemption create sufficient public good to justify 
shifting this tax burden to the State general fund?

5) Part I-C of the League's 19bC Legislative Policy Statement 
focuses on local taxing powers. A bill Introduced last 
session (SB 299) would have reduced the maximum rate of 
taxation from 3% of assessed value (30 mills) to 0.9% of 
assessed value (9 mills). This limitation would seriously 
constrain local ability to raise revenue.

6) Renters and Property Owners.

Balancing the property tax exemption benefits of property 
owners and renters presents another equity question. A 
property tax equivalency payment s currently made to senior



citizens Mho rent their horns. Legislation passed this 
session raised the level of payment that will be made to 
renters that are senior citizens.

Will the State adopt similar equivalency payments for other 
types of property tax exemptions 1n the future? This 1s 
especially Important in the case of general property tax 
exemptions. Senate B 1 U  296 would have mandated that the 
first $25,000 of assessed value of owner-occupied homes be 
exempted from taxation. Should such an exemption be also 
applied to all renters, and how could 1t be done equitably?

Tt summary, there are far-reaching questions on the purpose, nature and 
benefits of property tax exemptions. These questions need more thought 
and understanding.

There will undoubtedly be a major effort during the next legislative 
session to reduce or eliminate the property tax liability of various 
groups and interests. The Municipal League 1s the organization that 
most directly reflects the combined opinions and desires of the state's 
municipal governments. It would certainly be 1n the Municipal League's 
best interests to develop a thorough policy statement on the overall 
question of property tax exemptions, and on the nature of property tax 
legislation most acceptable to local governments 1n Alaska.

Senator Arliss Sturgulewski 
Presentation to the
Municipol League Legislative Committee
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BRECKENRIDGE. COLORADO: 

AN EXPERIMENT IN

REGULATORY SIMPLIFICATION

By

Kirk Wickersham, Jr.

INTRODUCTION

It has been my experience that land developers will acceed to almost 
any demand on the part of public planners —  even unreasonable and 
illegal demands —  if in doing so they can move their project forward or 
make its approval more certain. This observation underlies the basic 
philosophy of this essay. Substantive controls can be as rigorous and 
comprehensive as any community could reasonably wish without serious 
protest from development Interests, so 1 eng as the decision-making process 
is quick, cheap, straightforward, fair and predictable.

There are so're interesting corollaries which flow f*"om this thesis:

• 1f we do not clean up the procedural aspects of 'and use 
decision-making, we run the risk of losing the substance 
of land use, environmental and growth controls in a popu­
lar backlash to ovcr-regulatlon and bureaucratic meddling.

• Procedural reform need not reduce the substantive require­
ments for performance by the developer.

• Some of the developers' savings from procedural reform 
can be passed on to the future residents of the project 
in the form of lower initial prices or increased 
amenities, or to the public through an Increase In the 
amount or quality of dedicated public improvements.

I’rocedural simplification is in the best interests of everyone 
involved in the development process: developers, future residents, con­
cerned citizens, staff, and elected and appointed officials.

This essay begins with an analysis of the gradual development of 
complex regulations, and proceeds to a series of specific proposals for 
uncorking tlu* regulatory bottleneck. It then describes an application 
of these ideas in the recently adopted Breckenridge, Colorado,
Development Code.
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THE EVOLUTION OF COMPLEX DEVELOPMENT REGULATIONS

Traditional Controls

The simplest form of land use regulation always has beet, and still is, 
the use-by-right under traditional zoninR. It usually consl its of only a 
perfunctory check of the plans by the zoning administrator, and involves 
no notice, hearing or discretionary decision.

Subdivision regulations were first adopted to ensure that lots close, 
that streets were of the proper width and alignment, and that the tax 
assessor was apprised of the new ownership configuration. Because these 
issues are handled by elected officials at a public hearing, they became 
the vehicle for enforcing an ever-increasing number of public concerns with 
development. Today, subdivision regulations are the most common form of 
"impact assessment" and discretionary control over development.

Traditional controls are not Just procedurally simple, they are also 
substantively simple. That is, they address only a fe~ of the myriad impacts 
of new development and redevelopment on the community, and by present stan­
dards, the traditional controls have not served their purpose. The old 
elements of the urban environment which we cherish, and now seek to preserve 
and restore, were developed prior to any land use controls. Yet much of 
what we consider ugly, banal, stale, and wasteful —  tract housing, strip 
commercial development, high-rise redevelopment and the auto-dominated, 
landscape —  has been developed pursuant to traditional zoning and sub­
division regulations.

Discretionary Controls

The demand, from both developers and consumers, for variety and 
innovation in the design of new development has led to the widespread use 
of two types of discretionary controls: the special review use and the
planned unit development. Both are a direct outgrowth of the traditional 
functions of the board of adjustment. They recognize that planning and 
design considerations, and not Just "hardship", are proper grounds for 
variances from rigid use, density and setback requirements.

Special review uses (sometime:) called "conditional uses") are uses 
which may be compatible with surrounding development, depending on the 
circumstances. They are granted in the discretion of the governing body 
on the basis of an impact analysis.

Planned unit development is a technique which permits variation In 
rigid requirements, and encourages good site design, in medium to large 
scale projects. It, too, is granted in the discretion of tlie governing 
body, on the basis of an analysis of the site design.



Single Purpose Controls

During the late 1960's and early 1970's, general prosperity, easy credit 
and the formation of new household!; by children of the post-war baby boom 
combined to create massive new development pressure. At the same time, all 
levels of government became more actively Involved In the development 
process.

On the one hand, the federal government passed, In rapid succession, 
a series of financial Incentive programs designed to revitalize decaying 
Inner cities and rural areas. Each of these programs, of course, fostered its 
own blinding maze of eligibility and compliance requirements to be met by the 
applicant.

Simultaneously, federal, state and local governments all responded to 
the public demand for an end to mindless degradation of the environment 
and waste of Irreplaceable resources. At the federal level, the prominent 
programs included legislation on all pollution, water pollution (sewage 
treatment), management of coastal areas, and, of course, the National 
Environmental Policy Act. Many states passed their own environmental 
policy acts, and laws loosely modeled after the American Law Institute's 
Model Land Development Code, which called for more stringent regulation of 
critical areas and major development projects.

Generally, local governments or local councils of government bore the 
burden of implementing and administering this federal and state legislation 
on a daily basis. In addition, local government was expected to revitalize 
core areas, protect established neighborhoods, and control growth in fringe 
areas.

Within the span of a few short years, the development review process 
passed from a rather perfunctory check of an engineer's subdivision draw­
ings to a years-long, multi-faceted, adversary process, involving dozens 
of public hearings before as many different local, regional, state, and 
federal bodies; massive, multi-volume technical evidentiary and lmpact- 
analvsls materials; and a star-studded multidisciplinary, synergistic cast 
of lawyers, planners, engineers, ecologists, sociologists, geologists, and 
intergalactlc philosophers.

Each law passed during this period addresses only a single issue, but 
has its own unique set of substantive and procedural requirements. The 
responsibility for juggling nil these requirements falls completely and 
exclusively on the developer, since a defeat on any major permit or finan­
cial incentive program can doom an entire project. Thus:

If N is the number of independent requirement for getting 
ultimate permission to develop, then the number of steps 
necessary to coordinate these requirements is roughly ; 
therefore, as governments add development requirements 
arIthmetlcally, problems tor developers increase exponen­
tially.

Almost everyone wLll agree that the substance of this recent patch 
quilt of regulation has resulted in better designed and engineered develop­
ment, has protected sensitive natural aieas and encouraged Inner-city 
revitalization, has begun to clean up our air and water, and has forced 
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generally to the public benefit. However, the procedural aspects of this 
regulation have raised the cost, lengthened the time and heightened the 
uncertainty of the land development process. This, in turn, has driven 
many small- and medium-sized developers out of business, and apparently 
has significantly increased the price of housing to the ultimate consumer.

At this time, the attack on regulation of the land development process 
is part of the general public reaction to inept and excessive government, 
and public servants are defensive. It is possible that, if the procedural 
problems with development regulation are not solved, the general backlash 
to bureaucratic red tape will reduce or eliminate the substantive gains 
which were achieved in this recent legislation.

The Hassle Theory of Managing Growth

There is an Implicit assumption in the above discussion that communi­
ties do not Intend to saddle developers with excessive and repetitive 
procedural requirements. This is not true in some cases, where local 
officials or citizen groups have perverted procedural requirements to 
create outrageous evidentiary requirements or processing times, or to 
contrive a Cate!-22. The purpose of this is to bankrupt the developer or 
to so discourage him that he will abandon the project before a decision is 
made on the merits.

In such communities, procedure has become substance. Although respon­
sible management of the rate, location or ultimate amount of new growth is 
now recognized as a valid public concern, accomplishing that goal by 
hassling developers is insidious for a variety of reasons:

First, it is fundamentally deceitful, since it implies something which 
is not true: that permission to develop will be granted upon compliance
with ail stated rules.

Second, it defeats all principles of proper planning, since tenacious, 
litigous, rich developers can prevail, while smaller, more civilized, de­
velopers will be defeated regardless of the merits of their respective 
projects.

And last, it produces bad value for the consumer since the costs In­
curred in fighting the local government must be passed on to the ultimate 
purchaser, even though they add no substantive value to tlte development.

THE BASIS FOR A SOLUTION

Before we begin the analysis of the principles of reform as contained 
in the Breckenridge Code, there are some general considerations to be 
mentioned:

1. There is a distinction to be observed between substant1ve 
requirements and procedural requirements. At this time 
"simplifying" the substantive requirements for development 
is not in the overall public Interest in most communities.
Indeed, most communities continue to be Imllt poorly, with 
llti’e regard for the social, environmental, economic, 
fiscal, aesthetic or energy Impacts of redevelopment and
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development. These communities might benefit from additional 
controls (or at least better controls) in these substantive 
areas.

2. The only valid purpose for the procedural requirements in 
processing a development proposal is to ensure tha t It com­
piles with the community's previously adopted substantive 
requirements.

By way of comparison, here are some invalid purposes:

• To kill the proposal or create a "chilling effect" on 
making other proposals.

• To provide employment for lawyers, planning consultants 
and other "experts".

• To provide employment for the planning staff.

• To give the public sector time to dream up new rules to 
apply to the project.

With these two principles in mind, we can turn to some specific 
aspects of procedural reform.

REFORMING THE RULES

To maximize the derision-making utility of the community’s plan.
draft one section of it OS spec ifi r rules to he applied to development pro-
posais and adopt tliose j 111 es directly into law.

Be Comprelu nsive

One way to simplify the development regulation process is to make it 
prodlc tab I so that everyone Involved knows that, if the developer complies 
with the rules the project will be approved and if he does not it will not 
l>£ approved. This requires that all the rules be stated up front.

In most cases all the true concerns of the community are not set forth 
In the written rules, because the community has conflicting goals, or 
because some lawyer told the city council that there is no precedent for 
such u rule or because the planning process did not uncover the public 
concern. None of these are good excuses for failure to articulate the con­
cern or udopt the rule.

Generally, the true concerns of the community are applied to develop­
ment proposals regard loss of whether they are sot fort It 111 the adopted 
rules. When an "unwi it ten" rule is applied against a developer he feels 
ambushed. When oi.< Is applied over the protests of the citizenry, they 
feel betrayed.

Since the unwritten rule will probably he applied anyway, why not 
wr ite It down and adopt It?
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