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1971
1970
1969
1968
1967
1966
1965
1964
1963
1962
1961
1960

Alaska Business

CITY OF ANCHORAGE
ALASKA BUSINESS LICENSE REVENUES AND POPULATION
Percentage Increases (Decreases)

License Revenues

$929,952
709,619
585,713
629,728
631,470
444,196
502,556
405,088
380,212
366,232
380,111
291,383

PERCENTAGE

% Increase

(ecre.-.s)

31.05
21.15
(6.99)
(0.28)
42.16

(11.61)
24.06

6.54

3.81
(3.65)
30.44

Population
*Officia.l Census

$ 50,556
48,029*
47,700
45,076*
44,968
44,864
44,759
44,655
44,550
44,446
44.341
44,237*

INCREASE OF CITY OF ANCHORAGE

BUSINESS LICENSE REVENUES AND POPULA®ITION
Base Year 1960

1968
1970
1971

1960
1968
1970

From

Revenue Population
Increase Increase
116.11 1.90
143.53 8.57
219.14 14.28
POPULATION PERCENTAGES

City of Balance of Balance of
Anchorage Anchorage Area State
19.56 17.07 63.37
15.87 24.10 60.03
15.89 25.32 58.79

ASSESSED VALUATION OF BUSINESS PERSONAL PROPERTY TAX

Amount

1971 $111,257,420

1970
1969

1968
1967

94,788,770
73,371,580
69,082,026
67,767,709

7, Yearly
Increase

17.37
29.19
6.20

1.93

Z Yearly
Business License
Increase

31.05
21.15
(6.99)

(0.28)

% Increase
(Decrease)

5.26
.69
5.82
.23
.23
.23
.23
n24
.23
.23
.23
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February 23, 1972

Representative Mike Miller
Local Government Committee
House of Representatives
Juneau, Alaska 99801

Subject: HB 615 - An Act suspending collection of the Alaska Business
License Tax.

Section 1 provides that AS 43.70 shall not be operative commencing January 1,
1977 and continuing so long as the Legislature annually appropriates to the
D*- "tment of Administration for distribution to the organized boroughs and
cu.es an amount equal to the total tax collected under the Act for the
calendar year 1976.

IT the intent of HB 615 is to distribute collections made during 1976, an
estimated reduction to the Treasury would amount to $8,049,000 based on
present estimates. As the bill is now written "all monies" are to be
distributed; a substantial increase over the present 60% - 40% distribution,
which projection would share approximately $3,700,100 in 1977. We suggest
we be allowed to collect 1976 gross receipts tax due February 28, 1977 as a
basis for the per capita sharing; further that the Local Affairs Agency be
designated as the sharing authority as they are responsible for other per
capita revenue sharing.

Administrative Problems: The possibility that the Business License Act may
again become effective makes it necessary that the Department of Revenue
maintain a current roster of active businesses. This could be accomplished
by requiring all firms to obtain the annual $25.00 business license. The
authority for which should be incorporated in HB 615, such fee not subject to
any sharing formula. The business growth of the State, providing economic
statistics necessary to many governmental agencies and others, cannot be
provided without some form of annual reporting.

The law should provide that all license returns and taxes due for
the years prior to the effective date of the legislation are valid and that
the Department of Revenue is empowered to collect all delinquent accounts
Including any that may be disclosed as a result of audit investigation. It is
estimated that the full audit staff would have to be maintained for at least
a two year period to complete the audit examination of business license returns
through 1976 and conduct audit examinations for prior year deficiencies prior
to closing out the gross receipts uax portion of the Alaska Business Licen..i
Act.
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Following this two year period it is estimated that a 40%
reduction in the existing staff could be implemented and the remaining staff
could maintain the census of the business community which would be necessary

should the Act again become operative.

A more complete fiscal note will be prepared for the Committee,
when it is known what, if any, of these measures are incorporated in the

legislation.

The writer remains at your disposal should any further question
arise.

Respectfully yours,

P. Carroll, Chief
Business License Division

LPC:fd
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ALASKA BUSINESS LICENSE TAX

REVIEW £ND ANALYSIS

INTRODUCTION

The basis for the levy and assessment of the Alaska
Business License Tax is cited in A.S. 4-3.70.010 through
43.70.120. These statutes outline the gross receipts
which are exempt from the tax, describe the procedures
to be followed for application for a business license,
explain the steps involved in the levy and computation
of the license fee, provide for a review and determina-
tion of the license tax, establish the framework for
appeals, penalties, security, disposal of money received,
rules and regulations, penal provisions, as well as offering
a definition of the terminology used in the Act and estab-
lishing a short title. Of particular interest are the
provisions outlined in Section 43.70.030 (Levy and Com-
putation of License Fees) and Section 43.7C.C80 (Disposal
of Money) . The first section cited above estab.' ishes
the rates to be charged on gross receipts covered by the
Act; a synopsis of this section is offered in Schedule |
below. The second section reads as follows:

"All money collected by the department (of Revenue)
under this chapter shall be deposited in' the general
fund. The Department of Revenue shall refund to an
organized borough, city of any class, incorporated
or independent school district, or public utility
districts, 60% of the money collected in the local
government." (Quotations ours)

SCHEDULE |

ALASKA BUSINESS LICENSE TAX RATES

The initial license fee for businesses is $25.00 per year
Additional rates on gross receipts are:

$20,000 to $100,000 * of 1 percent
$100,000 and over \ of 1 percent

A 2% rate is levied on the net income of banks, trust
companies and savings and loan associations.
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HISTORICAL BACKGROUND @

In 1899 Congress established a system of Federal
lice-.se taxes upon specified lines of business in Alaska.
Subsequent to the passage of the Organic Act of Alaska,
in 1912, by vhich such laws were retained, the Territorial
Legislature passed an Act imposing a license tax on certain
other lines of business. The amount of the license varied
with the type of business. On some it was a flat rate,
while on others it was based on gross receipts. In 1949
the Legislature established an entirely new business
license system whereby a uniform tax was imposed. The
new business tax became effective following the repeal
by Congress of the special Federal taxes on business in
Alaska.

In 1955 the Act was amended to extend the time for
paying the tax from January 31, to the last day of February;
permitted extensions for payment from March 31, to April
30; and added a provision to penalize taxpayers who have
willfully neglected to file a return or pay the tax due.
This penalty is computed at the rate of 5 percent per month
of the tax due with a maximum of 25% plus the legal rate
of interest. g

In 1957 the Act was amended by redefining and clar-
ifying the definition of gross receipts and expressly
exempted the gross receipts of companies paying the oil
and gas properties production tax and provided that although
certain undertakings are exempt from the tax, they are
nevertheless required to pay the initial fee of $25.

In 1959, although not as an amendment to the business
license act, non-profit electric and telephone membership
cooperatives were required to obtain a business license
and pay a gross revenue tax.

In 1960 the Act was amended to specify more clearly
the return which National and State banks are required to
file under the Act.

A Source: "Review of the Alaska Tax Structure" by Peat,
Marwick, Mitchell & Co.

ECONOMIC [IMPACT

Jn order to objectively assess the fiscal impact
generated by the Alaska Business license tax upon its
recipients, namely the State of Alaska and its oolitical
subdivisions, it is advisable to analyze the effects of
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these receipts as they apply individually to each of these
two bodies:

A. State of Alaska.

For F.Y. 1969-70 gross receipts prior to distribution
accrued to the State from the Alaska Business License
Tax totalled $5,060,522. This amount represents 6.81%
of total revenues from taxes and 3.03% of total state
revenues exclusive of .he income received from the

North Slope lease sale. The significance of these
percentages, however, decreases considerably if only

the net proceeds from the tax are taken into consider-
ation. Of the $5,060,522 received, $1,177,710.62
(23.23%) were applied toward costs incurred in handling,
processing, and distributing the receipts, and $2,342,739.45
(46.29%) were returned on a pro-rata basis to the various

political subdivisions, leaving a balance of $1,540,072
(30.48%) which was ultimately deposited as revenue in the
State ger ;ral fund. If this latter figure of $1,540,072

is brought into consideration and is related to total
tax receipts and total state revenues, the percentages
then decrease to 2.07% (from 6.81%) and .92% (from 3.03%)
respectively. It can then be stated that, in effect,

the Alaska Business License Tax presently accounts for
less than one percent of total state revenues.

B. Political Subdivisions.
Since the enactment of the State Aid to Municipalities,

the impact of the rebate of the Business License Tax
receipts upon the finances of political subdivisions

has lost much of its significance. At one time, pro-
ceeds from this tax accounted for a relevant portion
of local resources. However, in light of the much more

comprehensive and expanded plan of support to local
governments adopted by the Sixth State Legislature,

the role of the Business License Tax has been relegated
to that of a nuisance tax which is becoming increasingly
cumbersome and expensive to administer. The impact

of this tax, expressed as a percentage of total estimated
operating revenues for three selected boroughs and
cities within the State, 1is shown in Schedule Ix below.
This schedule also indicates the amount of State support
received pursuant to the implementation of the State
Aid to Municipalities Act.



SCHEDULE 11 Tot. Est. Bus. License State Aid

Revenues Tax Receipts % Receipts

(7
Greater Anch. Borough”™ 13,794,288 414,425 3.0 1,213,942 8.8
North Star Borough 16,955,737 135,472 .8 203,734 1.2
Kenai Pen. Borough 3,440,000 176, 641 5.1° 78,700 2.3
City of Anchorage 12,335,455 725,801 5.9 1,552,680 12.6
City of Fairbanks 5,989,820 264,500 4.4 547,400 9.1
City of Kenai 574,610 52,909 9.2 160,650 27.9

11)Inc|udes all service areas.

("Exclusive of Business License tax receipts.

As it can be readily seen from an analysis of the percentages
shown above, in all but one instance receipts from State Aid to
Municipalities could more than adequately replace, rather than
supplement, proceeds from Business License Tax, thus providing
an extent of relief to local taxpayers. This, incidentally, is
one of the purposes which motivated enactment of the State Aid
to Municipalities legislation.

IV. GENERAL OBSERVATIONS

Generally, whenever the repeal of an existing tax is
suggested, the automatic question is: "l/hat can then be done
to replace this source of revenue?" There are three approaches
that can be offered as answers to this question:

(1) Reduce the level of spending.

(2) Levy a tax of a different nature.

(3) Seek now sources of income within the
governmental framework.

Obviously, in light of the expanding economy within the
State of Alaska, the first suggestion offered above does
not appear to be reasonable. Nor would it be palatable
to many legislators to shift the tax burden from cne cate-
gory of taxpayers to another by enacting a new tax in order
to replace an existing one, regardless of how unfair or

impractical the existing one may be. Therefore, only the
third suggestion becomes worth of consideration. In the
past year, earnings on inves' funds generated by the

September 1969 North Slope Oil Lease Sale totalled
$38,115,501 through June 30, 1970. This wealth was not
available or envisioned when the Alaska Business License
Tax was originally enacted; the very nature of the invest-
ment program assures a continuous flow of revenues which
could very readily replace the rather marginal income which
accrues to the State from the Business License Tax.
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Obviously, it can be argues that governments, historically,
have always had the ability to spend up to their ultimate
sources of revenues, but the logic of this argument, in
light of sound fiscal practices, leaves much to be desired.
Another alternative worthy of consideration is the repeal
of the existing State tax and the enactment of a law to
empower political subdivisions to levy a similar tax within
their boundaries subject to voters' approval. The advan-
tages of this approach over the existing one would be:

(1) AIll revenues derived from such a tax would
accrue in their entirety back to the political
subdivision levying the tax without any
split of revenues with the State.

(2) This tax would be more responsive to the needs
of the local communities since it would be
enacted only when the need arose.

(3) The cost of administering such a tax on a
percentage basis would not be nearly as high
as the cost of administering a State-wide tax,
since tax channels are already available in
each of the political subdivisions.

The validity and propriety of the Alaska Business License
Tax are, in themselves, questionable. Since the tax is
levied on gross receipts rather than net profits, it becomes
an added burden for the business which shows a Joss at the
end of tlie year. The tax rates, because of their regressive
nature, discriminate against the small businesses and favor
larger enterprises. Banks and similar financial institutions
receive preferential treatment over all other business by
having the tax applied against net profits rather than

gross income. Although, in the case of bank and other
financial institutions, the rate is higlier, no tax liability
is incurred if the institution is faced with a loss. As
indicated above, the tax is not easy to administer and a
substantial share of its proceeds (23.23%) are applied to
defray administrative costs, notwithstanding the fact: that
provisions for cost recoveries are not specified in the Act.
As indicated in Section | above, the Department of Revenue
is required to refund to organized boroughs, cities of any
class, incorporated or independent school districts, or
public utility districts, 60% of the money collected in the
local government. In F.Y. 1970-71, only 46.29% of total
receipts were returned to those areas where the taxes were
levied.
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DEPATIITOIEXT OF REVENUE

February 23, 1972

Representative Mike Miller
Local Government Committee
House of Represt ntatives
Juneau, Alaska 99801

Subject: HB 615 - An Act suspending collection of the Alaska business
License Tak.

Section 1 provides that AS 43.70 shall not be operative commencing January 1,
1977 and continuing so long as the Legislature annually appropriates to the
Department of Administration for distribution to the organized boroughs and
cities an amount equal to the total tax collected under the Act for the
calendar year 1976.

If the intenL of HB 615 is to distribute collections made during 1976, an
estimated reduction to the Treasury would amount to $8,049,000 based on
present estimates. As the bill is now written "all monies" are to be
distributed; a substantial increase over the present 60% - 40% distribution,
which projection would share approximately $3,700,100 in 1977. We suggest
we. be allowed to collect 1976 gross receipts tax due February 28, 1977 as a
basis for the. per capita .haring; further that Ihe Local Affairs Agency be
designated as the sharing authority as they are responsible for other per
capita revenue sharing.

Administrative Problems: The possibility that the Business License. Act may
again become effective makes it necessary that the Department of Revenue
maintain a current roster of active businesses. This could be accomplished
by requiring all firms to obtain the annual $25.00 business license. The
authority for which should be incorporated in 1B 615, such fee not subject Lo
any sharing formula. The business growth of the. State, providing economic
statistics necessary Lo mary governmental agencies and ethers, cannot be
provided without some form of annual reporting.

The law should provide that all license returns and taxes due for
the years prior to the effective daLe of the legislation arc valid and that
the Department of Revenue is empowered Lo col Led all delinquent accounts
Including any that may be disclosed as a result of audit investigation. Tt is
estimated that the ful." audit staff would have to be maintained for at least
a two year period to complete the audit examination of business license returns
through 1976 and conduct audit examinations for prior year deficiencies prior
,tAO I_closing out the gross receipts tax portion of the Alaska Business License
c L.
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Following this two year period it is estimated that a 40%
.reduction in the existing staff could be implemented and the remaining staff
could maintain the census of the business community which would be necessary
should the Act again become operative.

A more complete fiscal note will be prepared for the Committee,
when it is known what, if any, of these measures are incorporated in the
legislation.

) The writer remains at*your disposal should any further question
arise.

Respectfully yours,

JV Wty )
Carroll, Chief

Business License Division

1.PC: fd



ALASKA RETAIL ASSOCIATION, INC.

POSITION STATEMENT
on

ALASKA BUSINESS LICENSE ACT

THE GENERAL PRINCIPAL OF TAXATION MEASURED BY GROSS RECEIPTS OF A
BUSINESS (R PROFESSION HAS ON\E BASIC ADVANTAGE IN THAT RELATIVELY LON
RATES WILL PRCDUCE SUBSTANTIALLY HIGH YIELDS TO THE GOVER\VENTAL ENTITY
IMPOSING THE TAX  ALSO, AS A GENERAL RULE, THE LOW RATES MINIMIZE THE
INCENTIVE ON THE PART OF THE TAXPAYER TO RESIST (R EVADE THE TAX

THE ALASKA GROSS BUSINESS LICENSE TAX, AS IT IS PRESENTLY ASSESSED,
HOABVER, HAS CERTAIN BUILT-IN INEQUITIES. QLR METHOD UNIFORMLY APPLIES
THE TAX'TO ALL TYPES CF BUSINESS WITHOUT REGARD TO NCRVAL RATIOS OF PROFITS
TO GROSS RECEIPTS. AS AN EXAVPLE — A HIGH VOLUME GROCERY STORE, WHCH
AWAYS HAS A VERY LON PERCENTAGE OF PROFIT, IS TAXED AT THE SAVE RATE AS
A JEWELRY STORE WHICH USUALLY HAS A MUH HIGHER PROFIT PERCENTAGE IN
RELATION TO GROSS SALES.  JUST WITHIN THE RETAIL INDUSTRY, MAVY SIMILAR
EXAVPLES MAY BE FOUND.  VHIN VEE CONSIDFRR ALL THE OTHER VARYING AT.cAS CF
THE BUSINESS COMMUNITY, SUCH AS AGRICULTURE, CONSTRUCTION, MANUFACTLRING,
FINANCE, AVD PROFESSIONAL SERVICES, W CAN SEE THAT APPLYING AN OVER-ALL
RATE ON ALL TYPES OF GROSS RECEIPTS WILL RESULT IN MANY UNFAIR SITUATIONS.

THERF ARE SEVERAL POSSIBLE SOLUTIONS WHICH QOULD G0 QUITE FAR IN' ELIMINATING
THE INEQUITIES INVOLVED IN QLR GROSS LICENSL TAX SYSTEM



1 IF THE STATE IS TO RETAIN A GROSS BUSINESS LICENSE TAX
SYSTEM, IT MAY BE THAT A HATE STRUCTURE COULD BE DESIGNED TO TAKE INTO
CONSIDERATION THE VARIOUS DIFFERENCES IN RATIOS OF NCRVAL PROFITS TO
GROSS RECEIPTS.  IN OTHER WORDS, A HGH VOLUME BUSINESS LIKE A GROCERY
STGNE COUD BE TAXED AT A LOARR RATE THAN A BUSINESS WHICH PRODUCES A
RELATIVELY LON VOLUVE BUT MAINTAINS A RELATIVELY HIGH RATF OF PROFIT.

2. ANOTHR POSSIBILITY, WHCH QOULD REPLACE QLR PRESENT
SYSTEM, WOUD BE THE "GROSS MARGIN' (R "VALLE ADDED" TAX THE BASE OF
THE "GROSS MARGIN - VALLE ADDED" TAX IS THE GROSS VOLUME OF SALES MINUS
ALL EXPENDITURES FOR GOODS AND SERVICES PURCHASED FROM OTHRR FIRMS (SUCH
AS THE WHOLESALE PROCLREMENT QOST CF INVENTORY, ETC.). THUS, THE TAX
WOULD BF COVPUTED ON THE GROSS PROFIT CF A BUSINESS.  THIS WOULD BE MCRE
FAIR THAN QLR PRESENT SYSTEM IN THAT THERE WOULD BE AN AUTOMATIC DIF-
FERENTIAL AVONG THE VARIOUS TYPES CF BUSINESSES IN ARRIVING AT A TAX BASE
(EXAVPLES: A GROCERY STORE MGHT HAVE A "GROSS MARGIN' OF 15% A DEPARTVENT
STORE, 30% A JEWELRY STORE. 50% ETC.)

3. M HINAL SUGGESTED POSSIBILITY WOUD BE A TAX RASED (N THE
NET PROFITS OF A BUSINESS.  IN SOME RESPECTS, THIS MAY BE TH MOST FAIR
AS IT WOUD RELATE DIRECTLY TO THE PROFITABILITY OF EACH INDIVIDUAL BUSINESS
BEING TAXED.

AS YOU KNON) THE RETAIL INDUSTRY AND, INDEED, THE GINEPAL BUSINESS COMMNITY
FAVCRS THE REPEAL OF TH. ALASKA GROSS BUSINESS LICENSE TAX AT ANY TIME SUCH



REPEAL WOULD NOT CALSE DRASTIC HARDLHIP TO THE STATE (R THE LOCAL
GOVERNVENTS RECEIVING THE REVENUES.  VEE ALSO RECOGNIZE, HOWEVER, THAT
VE SHOULD BE PAYING OR FAIR SHARE FCR THE VARIOUS SERVICES PROVIDED BY
THESE GOVERNVENTS.  IN THIS  CokKFCTSON, THE OPERATING WCRD IS "FAIR."

IF IT APPEARS THAT THESE REVENUES ARE NEEDED, VEE WOULD SUPPORT A\Y
SOLUTION WHCH WCULD ADIUST THE TAX BASE 30 THAT EACH BUSINESS IS PAYING
ONLY ITS FAIR PORTION.

W RECENTLY OBTAINED A REVIEW A\D ANALYSIS OF THE ALASKA BUSINESS LICENSE
TAX WHCH WS COMPILED BY THE FIRM OF MARTINI & ASSOCIATES, MANAGEVENT
CONSLLTANTS IN ANCHORAGE.  THIS REPCRT COVERS THE GENERAL HISTRY CF OR
TAX AND MAKES A FEW GENERAL OBSERVATIONS VHOH MGHT BE OF VALLE TO THE
COMMTTEES IN THEIR DELIBERATIONS. | WILL ONLY COMMENT HERE QN O\E PORTION
\HCH PERTAINS TO THE DISTRIBUTION CF THE TAX REVENUES AFTER COLLECTION BY
THE STATE:  ACCORDING TO THIS REPORT, FISCAL YEAR 1069-1070 REVENUES VIEFE
$5,060,522. OF THIS TOTAL, $1,177,710.62 WERE APPLIED TOARRD ADMINISTRATIVE
COSTS,  THIS AVOUNTS TO (23.23))) OF THE REVENUES, WHCH APPEARS TO BE AN
EXTRACRDINARILY LARGE PERCENTAGE JUST FCR HANDLING THE COLLECTION AND RE:
DISTRIBUTION OF THE $5,060,000. VIE FIND IT DIFFICULT TO UNDERSTAND VWY

IT SHOULD QOST $1,17/,710 TO ADMINISTER THIS RELATIVELY SVALL AVOUNT CF
REVENLE.  FLRTHER, T APPEARS THAT, WHILE THE LAW APPARENTLY DCES NOT MME
PROVISIONS FCR CCST RECOVERIES BY THE STATE, THIS $1,177,710 IS TAKEN RIGHT
OFF THE TOP EFFOLE DISTRIBUTION OF TIl 60 BACK TO LOCAL GOVERNVENTS

VE SUGGEST THAT THE ACTUAL COSTS TO THE STATE IN HANDLING THIS TAX BE
DETERMINED.  AFTER THIS IS DONE, IT MAY BF THAT. .uHC WITH SETTING WP A



MCRE FAIR BASE r(R THE TAX, THAT LOARR EFFECTIVE RATES CAN BE ASSESSED,
WTH LITTLE QR NO LOSS TO LOCAL GOVERNVENTS.

IN SUWIRY, THE RETAIL INDUSTRY WOULD, QUITE UNDERSTANDABLY, PREFER TO
SEE THIS (R A\Y OTHRR TAX REDUCED (R ELIMINATED. HOABVER, VE ALO
RECOGNIZE OLR RESPONGSIBILITIES AND ARE MORE THAN WILLING TO ACCEPT QLR
FAIR SHARE OF THE BURDIN. VM [O STRONGLY FEEL THAT SOME ADJUSTMENT IN
WHAT HAS BEEN A BASICALLY UNFAIR TAX IS NOVDUE WV WOUD BE GLAD TO
COCPERATE WITH THE LEGISLATURE IN AW EFFORT TO SOLVE THIS PROBLEM

XXXX



ALASKA BUSINESS LICENSE TAX

REVIEW AND ANALYSIS

INTRODHICTION

The basis for the levy and assessment of the Alaska
Business License Tax is cit®*-d in A.S. 43.71.010 through
-.,1.70.120. These staautos outline tne jross receipts
which are exempt from the t.,X, describe* the procedures
cO oe ro.iOwcd for application ror a business license,
explain the steps involved in the levy and computation

the license fee, provide for a review and determina-
tion of the license tax, establish the framework for
..ppoals, penalties, security, dispersal of money received,
iUlos aid regulations, penal provisions, as well as offering
a ciezinition o. r,.s terminology used in the Act and estab-
lishing a short title. Of particular interest are the
provisions outlin, ¢ m Ser mon 43.70.030 (Levy and Com-
putation of License Fees) .nd Section 43.70.080 (Disposal
of Money). Tne first sect on cited above establishes
the rates to be charged on gross receipts covered by the
Act; synopsis or this sect'.on i.,, offered in Schedule | -«
oelow. Tsg second section reads ai; fo lowc:

".MIl money collected by il.o department (of Revenue)

under this i,..,grer sn..Il be deposited in the general
rune!. 'lI'ne D .jartment o. Revenue shall refund to an
organized borough, city or ,ny class, incorporated

or independent school district, or public utility
districts, uGWw ei the money collected in the local
government. " iwuolLat -oils ours)

»C.i.L,L> |

ALASKA BUSINESS ..i'CENSE VAX RATES

..e .nitia. licons** ;«-e re." ,>Eincssit.i is $25.00 per year,
[.acitional S on gross receipts .ire:

$20,000 to $100,GOu of f oercent

$100,000 and over N of | percent
oi r..to is,lov.ad on the r income of banks, trust

(Oi,,punics and savings and *onn associationse
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HISTORICAL EACXGRQ-NTj M-

It 1899 Congress established a system of Federal
license* taxes upon specified lines of business in Alaska.
Juosequent to the passage of the Organic Act of Alaska,
in 1912, by which such laws were retained, the Territorial
Legislature passed an Act imposing a license tax on certain
other lines of business. The amount of the license varied
with the type or business. On some it was a flat ruse,
while on others it was bused on gross receipts. In 1549
the Legislature established an entirely new business
license system whereby a uanform tax was imposed. The
new business tax became effective following the repeal
by Congress cf the special Federal taxes on business in
Alaska.

In 1955 the Act was amended to extend cho time for
paying the tax from January 31, to the last day of February;
permitted extensions for payment from March 31. to April
_0; and added a provision to penalize taxpayers who have
willfully neglected 10 fil. . return or pay the tax due.
Tars penalty it; computed ..L the rate of 5 percent per month
of tin* tax duo with a maximum of 25% plus the legal rate
of interest. ‘m

In 19N7 the Act wau < -nued by redefining and clar-
ifying the definition of gross receipts and expressly

exempted the gzo;.sj recs ip,., of companies paying the oil
nr.d gas properties prodtc:ion tax and provided that although
certain unuoru,kings are mpt from the tax, they are

nevertheless required to pay the initial fee of $25.

In 1959, although a . .a amendment to the business
license ,»cl, non-profit *.oeiric and telephone membership
coopersciv.l:, wore roc.uireu to obtain s business license
—d pay » gross revenue t,,X. »

In 39u0 tin. Act w.in ... r.ded to specify more clearly
tin) return wr.ic., National ...id State banks aro required to

file under the Act.

1) Source: v. v o. i.t. Alaska Tax Ctructuro" by Peat,
ywhiirwicn, i, tc.tell u ce.

t - tmtut

In order to objecLiv* ly aonesa the fiscal impact
musaem ted oy the i license Lax.upon its
recipients, ne,,.oly the SU.tc o: Alaska and its political
subdivision-, it is kvvituuiu to un-lyzo tho effects of



these receipts as they apply individually to each of these
two bodies:

A. Sf-te of Alaska.

For F.Y. 1969-70 gross receipts prior to distribution
accrued to the Sc”te from the Alaska Business License
Tax totalled $5,060,522. This amount represents 6.81%
of total revenues from taxes and 3.03% of total state
revenues exclusive of the income received from the

North Slope lease sale. The significance of these
percentages, however, decreases considerably if only

the net proceeds from -he tax are taken into consider-
ation. Of the $5,060,522 received, $1,177,710.62
(23.23%) wore applied toward costs incurred in handling,
processing, and distributing the receipts, and $2,342,730.45
(46.29%) wi'rc returned on a pro-rata basis to tho v .rious
political subdivision.!, leaving a balance of $1,546,072
(30.48;.") which was ultimately deposited as revenue in the
State general fund. If this latter figure of $1,540,072
is brought into consideration and related to total
tax receipts and total stata revenues, the percentages
then decrease to 2.07% (from 6.81%) and .92% (from 3.03'%)
respectively. it can -hen be stated that, in effect,

the Alaska business License Tax presently accounts for
less than one percent or total state revenues.

li. Politionl S.hm.:v:. :e-
Since the enactment of the St-te Aid to Municipalities,

the impact o_ the rebate of the Business License Tax
receipts upon the finances of political subdivisions

lias lost n.ue.. of its .gniricar.ee. At or.o time, pro-
ceeds from this ix.x accounted for a relevant portion

of loca. r.ujou = :.. .ov.tvor, in light of the r.tuc,. more
comprehensive ..;.d exp*,need plan of support to local

government:. ndi,.-cd by -he Sixth State Legislature,

the role of the Business License Tax has been relegated
to t.,nt .. a huiu.rr.ee t».x which rs becoming increasingly
curnb* rs-.nie a.vl oxp<-.... v. to administer. The impact

of tin., tax, express, u ..a a percentage of total estimated
opera: ing revenues for .T.rue selected boroughs and

cities witi-,tr.e hta.e, is .)..wn in Schedule Il below.
This scaodule .ilso i.u.icates tae amount of State support
received pursuant to th* implementation of tho State

Are to Municipalities Acu.



SCHEDULE 1|1 Tot. Est. Bus. License State Aid
Revenues Tax Receipts P RecetPtr ¢

' 12)
Greuter Ar.ch. Borough” 13,794,288 414,425 3.0 * 213,542 3.8
North Star Borough 16,555,737 135,472 .6 203,734 1.2
Kenai Pen. Borough 3,440,000 170,641 5.1' 76.700 2.3
City of Anchorage 12,335,455 725,601 5.9 1,552,66C 12.6
City of Fairbanks 5,565,620 264,500 4.4 547,400 5.1
City of Kenai 574,610 52,909 9.2 160,650 27.5

1 .
()Includes all service areas.
v 'Exclusive of Business License tax receipts.

m®s it car. bo readily seen from an analysis of the percentages
shown .above, in all but oni' instance receipts from State Aid to
Municipalities could more titan adequately replace, rather than
supplement, proceeds rrom Business License Tax, thus providing
an extent of relief to local taxpayers. This, incidentally, is
v>ne of t.ie purposes which motivated enactment of the State Aid
to Municipalities lugislacion.

IV. GENERAL OBSERVATIONS

Generally, whenever the repeal of un exirting tax is
suggested, the automatic question is: "What can then be done
to replace this source or revenue?" There are three approaches
that can be offered as answers to this question:

(1) Reduce the level of spending. S

(2) Levy a tax or a different nature.

(3) Seek new sources of inco: a vilthin the
governmental framework.

Obviously, in light or l)u expanding economy within the
State of Alaska, tne first suggestion offered above does
not appear to be reasonable. Nor would it be palatable

co many legislators to shi-t the tax burden from one cate-
gory of taxpayer/, to another by enacting a new tax in order
to replace an exluting one, regardless of how unfair or
i...pracL icul the oxisting o..e may i.e. Therefore, only tho
third suggestion iecomes worthy ci consideration. In tho
past y-ar, earnings on invented funds generated by the
fopL' in..or 1909 North SiOpe Oil LuUsu Sale totalled
$o00,lili,5u] through June 30, 1WO0. 1l.is wealth wan not
available or envisioned when tne Alaska Business License
Jax Wus originally enacted; tin very nature of the invest-
ment program assures < continuous flow of revenues which
coele very readily replace tho rather marginal income which
accrues to the state from the business License Tax.



Obvicusly, it can be argues that governments, historically,
have always had the ability to spend up to their ultimate
sources of revenues, but tho logic of this argument, in
light of sound fiscal practices, loaves mucn to be des.urol.
Another alternative worthy of consideration is the repeal
of the existing State tax and the enactment of alaw to
empower political subdivisions to levy a similartax within
their boundaries subject to voters' approval. The advan-
tages of this approach o’*r the existing one would be:

(1) AIl revenues derived from such a tax would
accrue in their entirety hack to the political
subdivision levying the tux without any
split of revenues with tho State.

(2) This tax would be more responsive to the needs
of the local communities since it would be
enacted only when the need arose.

(3) Tho cost of administering such a tax on a
percentage basis woulu not be nearly as high
a:;; the cost of administering a State-wide tax,
since tax channels are already available in
each of the political subdivisions.

The validity and propriety of the Alaska Business License
Tax are, in themselves, questionable. Since the tax is
levied on gross receipts rather than not profits, it becomes
an aducd burden for the business which shows a loss at the
end of the year. The tax rates, because of their regressive
nature, discriminate against the* small businesses and favor
larger enterprises, banks und similar financial institutions
receive preferential treatment over all other business by
having the tax applied against net profits rather than

gross income. Although, in tho case of bank and other

financial institutions, the rata is higher, no tax j.iabi-i.ity
is incurred if tho institution is faced with a loss. As
indicated above, i.w tax ,s not easy to administer and a

subsffin .ini share of its proceeuu (rs. .!ldlo) are applied to
defray administrative costs, notwithstanding tho fact that
provisions for cost recoveries are not specified in the Act.
As indicated in Section i auovc, tne Department of Revenue
i > rcquj-reci to rotund to o: s.ni.-od ooroughs, cities of any

class, incorporated or independent smoo, districts, or
public utility d-structe, o00?”. of the money collected in the
local government, in i.Y. 1970-71, oniy 46.29% of total

rucoij.LE wore returned cu tao”e u.c”s where tne taxes were
levied.



PUBLIC HEARING

DOCUMENT TO BE CONSIDERED: HB 20, HB 31, HB i|6, HB 85, HB 1|01

HB 615, HCR 3
SPONSOR OF DOCUMENT:

SPONSOR OF HEARING: House Local Government Committee

TIME: 7:30 P.M.
DATE: February 23, 1972

PLACE: State Capitol Building, House Conference Room
SUBJECT MATTER OF DOCUMENT: Gross Business Tax

Press room copy delivered by Date




Introduced: 2/10/72
Referred: Local Government
and Finance

BY THE LOCAL GOVERNMENT
IN THE HOUSE COMMITTEE

HOUSE BILL NO. 615
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An wet suspending collection of the Alaska Business
License Tax."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The provisions of the Alaska Business License Act (AS A3.70)
shall not be operative during the period commencing January 1, 197/ and
continuing for so long, as the legislature annually appropriates to the
Department of Administration for payment to the organized boroughs and cities
an amount equal to the total tax collected by the Department of Revenue
under the Alaska Business License Act, "or the calendar year 1976. This
total amount Is to be paid by the Department of Administration to the organ-
ized boroughs and cities in that, proportion of the total amount as the
population within the boundary of each organized borough and each city
bears to the total population of all organlz- boroughs and cities In the
state. Population within the boundary of a city within an organized borough
shall be counted only fur the purpose of computing the share for the city
and not In computing the share for the borough. If the legislature fails
In a calendar year to make the appropriation described In this section,
the provisions of the Alaska Business License Act shall again be operative,
for that calendar year, except that tin Department of Revenue shall by
regulation set a date within 90 day of final adjournment of the legislature
for applications for licenses, r-enewa a of licenses, and payment of the

Initial fee provided In AS '13.70.020(b) for that calendar year.

-1- IIB 615
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STATE
of ALASKA

TQ [ The Honorable Mike Miller
Alaska House of Representatives
Pouch V
Juneau, Alaska

FROM George W. Easley, Commissioner
Department of Public Works

DATE February 17, 1972

SBECT: Building’s General
DB 131-4-01

Following is a summary of square foot areas of State owned buildings

and square foot areas of State
Fairbanks and Juneau:

No, of Bldgs.
City Owned
Anchorage 46
Fairbanks 42
Juneau-Douglas 19

leased buildings in the cities of Anchorage,

No. of Bldgs,

Sq. Ft. Areas Leased Sq. Ft. Areas
786,649 35 254,462
373,310 10 17,135
405,535 27 136,756

For your use we are enclosing a copy of the 1972 Building Index of
Scate-Owned and State-Operated Buildings.

Enclosure



Alaska State Employees—Number of positions on record as of

January 11, 1972;

Departments
Governor®s Office
Administration
Law

Revenue

Education

Health and Welfare
Labor

Commerce

Military Affairs
Natural Resources
Fish and Game
Public Safety
Public Works

Highways

Economic Development
Environmental Conservation
State Operated Schools

Alaska Court System

Total

Juneau
95

213

38

115

152

284

237

55

19

119

90

202

571

39

26

0

20

2281

although not necessarily filled.

Anchorage

38

o1

47

54

61

54 4

112

58

39

159

85

101

489

413
2

1

134

120

2508

“"ncludes Elmendorf Air Base and Fort Richardson
Includes Ellson Air Base and Fort Walnwright

Fairbanks
13

37
13
16
6
121

42

13

44

63

80

377

S53#*
36

926






100
200
300
400

600
700

The Legislature of the State of Alaska
FISCAL NOTE
Second Session - Seventh State Legislature

REQUEST

Bill Identification:__ House Bill No. 644

Title : An Act increasing the so-called "School Tax"

Requested by: Legislative Finance Date: 2-16-72
Return Date Requested:2 - 2 9 - 7 2

Agency: Revenue Program: Fiscal Services

FISCAL DETAIL
budget Request Unit(s) Affected:
A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 72 FY 73 FY 74 FY 75 FY 76 FY 77

PERSONAL SERVICES
TRAVEL

CONTRACTUAL

COMMODITIES

EQUIPMENT \
LAND & STRUCTURES

GRANTS, CLAIMS, ETC.

TOTAL
-0-

B. FUNDING: (Thousands of dollars)

GENERAL FUND -0-
FEDERAL FUNDS .0,
OTHER e}

C. POSITIONS:

PERVIANENT/TEMPORARY -0 ;i / /
MAN MONTHS (P./T.) roi Ly

ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

See attached detailed memorandum from Fred Boetsch, Director, Audit Division,
Department of Revenue describing adverse effect on Treasury, after considering
grOLS gain by doubling School Tax rate.

ATTACHVENTS



STATE

of ALASKA
R. D. Stevenson date: February 28, 1972
Deputy Commissioner
FILE NO:
from: Fred Boet~ch, Pirector SUBJECT: No. 644
Audit Division /
There are two administrative problems connected with this bill. 'The
first is that the bill would require additional auditing of part-year resident

returns in order to verify the school tax credit. The more important problem,
however, is the lack of an effective date. All tax bills should become effective
on January 1 in order to avoid the problems of allocation bv the taxpayer and
the State. We would therefore recommend that the effective date should be
either January 1 of 1972 or 1973.

The effect on State treasury is outlined below. In summary, the net
effect would be to decrease tax revenues by between $1 million and $1.3 million
during the period 1973 through 1977. The details are shown in the tables below.

The first tnbTe indicates the effects on the school tax itself, which
is Revenue Code 113. The effect would be to double the current projection:

1973 1974 1975 1976 1977
HB 644 $2,910.6 $3,085.2 $3,270.2 $3,401.0 $3,435.0
Current 1,455.3 1,542.6 1,635.1 1,700.5 1,717.5
Gain $1,455.3 $1,541.6 $1,635.1 $1,700.5 $1,717.5
According to Section 2 of the bill, the amount of school tax would be
applied as a refund to the extent an individual was present in the State during
the year. All residents would, therefore, he eligible for the full credit. In

effect, then, they would not pay a school tax. Part-year residents would
qualify for a portion of the tax as credit. We estimate that about: 13 per cent
of our taxpayers are part-year residents and that they spend an average of five
months in the State. Therefore, there wouldbe no credit to the extent of
seven-twelfths times 18 per cent, or in .10.5 per cent of the cases. The table
below shows the decrease in individual income taxes (Code 106) that would result
from allowing 39.5 per cent of the above school tax as a credit against the indi-
vidual income tax (since 10.5 per cent of the tax would be retained then 89.5
per cent would be allowed as a credit).

1973 1974 1975 1976 1977
1B 644 $40,357.7 $50,719.7 $52,285.5 $48,719.2 $47,258.5
Current 42,962.7 53,481.0 55,212.3 51,763.1 50,332.8
Loss $(2,605.0) $(2,761.3) $(2,926.8) $(3,043.9) $(3,074.3)

The following table, then, shows the net effect of the tax spent indi-
cating the gain from the increased school tax less the loss sustained in indi-
vidual income tax collections by allowing the credit.

02-001



R. D. Stevenson
Deputy Commissioner

Pe: HB 644
1973
Gain $ 1,455.3
(from above)
Loss (2,605.0)
(from above)
Net Loss $(1,149.7)

FPB:mbc

1974
$ 1,542.6

(2.761.3)

$(1,218/7)

1975
$ 1,635.1

(2,926.8)

$(1,291.7)

February 28, 1972

1976
$ 1,700.5

(3,043.9)

$(1,343.4)

1977
$ 1,717.5

(3,074.3)

$(1,356.8)

%






March 13, 1972

Mary Lou Mieners
President, JEA

1250 Glacier Avenue
Juneau, Alaska 99801

Dear Mary Lou:

As | am sure you reali/.e, | am happy to endorse the
recommendations contained in your letter of March 7.
A3 a co-sponsor of HB 66*1, | Join you in hoping for
a 3peedy enactment.

Sincerely,

Mike Miller, Representative
District Four (Juneau)



Greater Juneau Education Association

1250 GLACIER AVENUE
JUNEAU. ALASKA 99801

March 7, 1972

Representative Mike Miller
House of Representatives
Juneau, Alaska

Dear Representative Miller,

The Jungau Education Association would like
to recommend. a sgeed enactment of Home Bill 6g4,
{egarr]dmg grievance %roce ure for Public school
eachers.

Sincerely yours,

Mary. Loiu Mieners
pregltli'ent JEA

MIL.MAvg






IN THE HOUSE BY THE LOCAL GOVERNMENT COMMITTEE

TO: HOUSE BILL NO. 716

Page 1, between lines 13 and 14: add the following:
* See. 2. AS 43.18.010(c) is amended to read:

(c) For purposes of this section, population shall be deter-
mined by the latest figures of the United States Bureau of the
Census or other reliable population data. Military on-base
population of a city or organized borough may not be used in
determining the amount of money to be paid to that city or organized

borough under this section.

Page 1, line 14: change the present "Sec. 2" to "Sec. 3"
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DEPARTMENT OF LAW X

OFHCE OF THF ATTORNEY GENERAL POUCH K — STATE CAPITOL
JUNEAU 99801

April 6, 1972

Mike Miller, Chairman

Local Government Committee

Alaska State House of Representatives
Juneau, Alaska 9980]

Dear Chairman Miller:

KB 716, presently before your committee, was intro-
duced at the request of the Local Affairs Agency to aid in ad-
ministering the local government revenue sharing program in
AS 43.18.

Presently being prepared is a bill providing for
annexation to the City of Anchorage of Fort Richardson and
Elmendorf AFB. The City of Anchorage contends that it will be
entitled to state revenue charing funds for base personnel be-
cause of their impact on city operations.

Admitting some impact, the Agency believes it appro-
priate that the program have some flexibility as to the amount of
funds payable where less than full services are supplied, as in
the case of military reservations. To achieve this result, we
suggest an addition to HB 716 along the following lines:

With respect to residents of a military reser-
vation or other classes of population to whom less
uhan full municipal*services are rendered by a
city or borough, regulations may provide for
per capita payments of less than the full amount
otherwise payable under this chapter.

Thank you for your attention to this matter.
Yours very truly,

JOHN E. HAVELOCK
ATTORNEY GENERAL

By: *B:

Richard W Garnett 111
Assistant Attorney General



OFFICE OF THE GOVERNOR

The Honorable Mike Miller
Chairman

Local Government Committee )
DAE > April 6, 1972

Byron T. Wdlott Y SEECT g M+ 746

Director
Local Affairs Agency

The Agency has further reviewed the regulatory requirements for
operation of the State Aid to Local Governments (Revenue Sharing)
program in light of potential annexation of Military Bases to
organized boroughs and Cities. W have determined that the fol-
lowing amendment to House Bill No. 716 will be needed in order to
properly account for the addition of military base popu _tion in
the computation of allocations to eligible units of local govern-
ment .

Sec. 43.18.040 Regulations. The Local Affairs Agency may adopt
regulations necessary or desirable for carryin% out the purposes
of this Chapter (.) including regulations establishing methods for
determining the computation of revenue shaTing allocations in ac-
cordance with the services directly rendered to annexed military
reservations.

The fundamental purpose of this proposed amendment is to recognize
the impact which military bases have on adjacent civilian population
centers in terms of municipal services and facilities arid at the same
time permit establishment of criteria by which this impact may be
assessed in relation to individual services for which per capita
state aid is extended. Both logic and overall program equity con-
siderations demand that per capita revenue sharing aid be distribu-
ted to eligible local governments within whose boundaries exist
military reservations, on the basis that these bases are, for the
most part self-sufficient federal enclaves™ but that the "open"
nature of these bases exposes adjacent incorporated areas to problems
of gearing local government service levels and facilities to accomo-
date additional demands wrought by military personnel and dependents.

Legislation is being introduced by Governor Egan to repeal Section

3 (d) of Chapter 52, SLA 1963 which currently precludes annexation
of "base proper" military reservation areas to certain organized bor-
oughs. Companion legislation proposed by the Governor will prohibit
organized boroughs from exercising education powers on military res-
ervations until such time as the military reservation status is termi-
nated or permission is granted by the Department of Education for the
organized borough to operate on-base schools. The legislation will
also change the Greater Anchorage Area Borough and City of Anchorage
boundaries to include the "base proper" areas of Elmendorf Air Force
Base and Fort Richardson Military Reservations.



Hon. Mike Miller -2- April 6, 1972

I am available at any time to discuss the above with you and
your Committee members.

BIM:sld
cc: Governor William A. Egan
John E. Havelock, Attorney Genera],
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JINAUGRL
April 6, 1972

Mike Miller, Chairman

Local Government Committee

Alaska State House of Representatives
Juneau, Alaska 99801

Dear Chairman Miller:

HB 716, presently before your committee, was intro-
duced at the request of the Local Affairs Agency to aid in ad-
ministering the local government revenue sharing program in
AS 113.18.

Presently being prepared is a 1)111 providing for
annexation to the City of Anchorage 0l Fori Richardson and
Elmendorf AFB. The City of Anchorage contends that it will be
entitled to state revenue sharing funds for base personnel be-
cause of their impact on city operations.

Admitting some impact, the Agency believes it appro-
priate that the program have some flexibility as to the amount of
funds payable where less than full services are supp'Led, as in
the case of military reservations. To achieve this resu.lt, we
suggest an addition to iiB 71b along the following lines:

With respect to residents of a military reser-
vation or other classes of population to whom less
than full municipal services are rendered by a
city or borough, *uk4i regulations may provide for
per capita payments of less than the full amount
otherwise payable under this chapter.

Thank you for your attention to this matter.
Yours very truly,

JOHN E. HAVELOCK
ATTORNEY GENERAL

Richard W Garnett 111
Assistant Attorney General

RVC. fw






WILLIAMA. EGAN, GOVERNDD

DEPARTMENT OF NATURAL RESOURCES

CFACE OF THE COMMISSIONED M — JUNEAU 99801

April 10, 1972

Honorable Mike Miller
Alaska State House
Juneau, Alaska 99801

Dear Representative Miller:

As | stated Friday before your Committee, we feel that

HB 761 is a piece of special interest legislation and has
no benefit for the State of Alaska. It has been our ex-
perience chat special interest legislation results in a
cost of thousands of dollars to the State in adjudicating
supposedly legitimate cases which do not qualify under such
laws.

In the case of the ™"hypothetical case™ as outlined by the
proponent of this legislation, the present laws allow us
to rectify situations in which the State has made an error.
If the State made an error in issuing a lease instead of a
preference right, as in the "hypothetical case'™, then we
can apply Sec. 38.05.035(b)(2) and satisfy the claimant.

It will be necessary, of course, for this individual to
present his situation for our adjudication.

Since the limitations on preference rights expired in 1959,
it would require a considerable expense to the State to
search the files for cases which have been adjudicated since
that date adversely to the claimant. Rather than for your
Committee to use your time in consideration of this bill, 1
would like to suggest thit you advise the proponent of IIB 761
to adjudicate his claim under present law.
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\.'cn Coyner
Executive Assistant
Office of the Governor

DAE September 0, 1?71
John K. Havelock suur'T  Review of Canadian
Attorney General "Municipal Government

and "hew Towns Act”
By? Richard V. Garnett, TII
Assistant Attorney General

You asked for our comments on certain Canadian laws
relating to local government.

1« The Kcw Tov,'no Act

It appears that a "new town™ is designed as a
transitional form of local government. In terms of actual
power it is hardly "local™ but is subject to close provincial
control until it qualifies for reconstitution as a standard
village, town or city.

The first step In formation of a new town is appli-
cation to the Provincial Planning Board. The act does not
specify the party or parties qualified to make application.
However, since the Board nay require the applicant to submit
detailed surveys, maps and planning studies, it seen3 that an
applicant would in most cases be o responsible body represent-
ing a substantial number ol the people to be included in the
new town. The Board may, if it wishes, hold a public hear-
ing on the application. The Board r.ay also seek advice on
finances from a Local Authorities Board. The Planning Beard
then recommends as to whether or not the new town should be
formed.

I,'here the Planning Board’s recommendation is favor-
able (but apparently not otherwise) the Lieutenant Governor in
Council (presumably, a high ranking executive officer of the
Province) may order formation of the new town, including its
boundaries, name, and date of effectiveness.

In keeping with its provisional status, the new
town has relatively little independent governmental power.
The governing body is a Board of Administrators. The adminis-
trator;) may all ho apooluted by the i nistem of Municipal
Affairs, or the Minister may provide for election of com: or
all of Its members. |If clouted, the ’5nisi r specifies the
tern, and, if appointed, nc; hers of the board serve at the
Ministerla pleasure.

Act”



As the next stem Ir. the new townlfi development, the
Hoard of Adrlnistrators submits to the Planning rnard concrete
and comprehensive plans Tor the town. The Planning hoard nay
employ export consultants rnd refer for advice to regional and
provincial planning, authorities. The plans may he cancelled or
amended at any tine by order of the Planning board of the hoard
of Administrators with the approval of the Planning Hoard.

Also with the approval of the Planning hoard, the
Toard of Administrators is empowered to acouire additional land
for any municipal purpose and to require private land owners
within the new town to enter into agreements with the new town
relating to subdivision of lands, location of streets and sale
price of land vdthin the now town.

It appears that, in all phases of its c-arly operations,
tne new town is entiiely subject to the direction of the
Provincial Manning Hoard with respect to planning and dovelon-
nent and the Local Authorities hoard with respect to financing.

The Act provides for payments to the ror.lI’d of
Administrators by the Lieutenant Governor in Council to meet
nil authorised current ar.d capital expenditures. The money
so advanced is a debt owed by the new town to the government
vrith the terms of repayment specified by the Lieutenant Governor
in Council. When the new town has maue satisfactory arrange-
ments for paying ail special loans and advances |y the govern-
ment, the Lieutenant Governor in Council may provide for trans-
formation of the new town ir.to a standard city, torn or village
or for dissolution of tne new town and inclusion of tiie area in
seme other municipality.

Tne final provision of the Act gives the Lieutenant
Governor in Council extremely broad authority to provide by
regulation for any matter not adequately covered by the Act.
He may also exclude any act from application to a new town.

In sum, it arpcars that the effect of the Act is to
lodge in the Lieutenant Governor in Council ard in several
province level authorities almost complete discretion as to
the form and direction of the first stages of development of

municipality. Her our purrosec, an Initial question is the
extent to which American and Alaskan mores would permit this
do/too of central control over the formation of a local
government lodv. Alaska, with its ro.iat?vc:lv clean slate and
its constitutional lean! nr, in favor of extensive executive power
rrobabl” could come closer to the Canadian model than would he

«



possible in other states. Presumably, the advantage of the
new town aprroacs is avoidance of factional strife and assur-
ance that the groundwork in laid according to sound '..loaning
rrinciries. Against those- advantages must be weighed the
possitlo losses in terms of citizen participation at t: e
earliest stares of formation of a ncv; community. It would
seen that impetus toward creating a community would in almost
every case core from a group of concerned citizens living in
the area itself. A system which could cer.y to those people a
significant political role in working out the pattern of
/government for the community might prove unacceptable in
Alaska. In practice, it scorns likely that this problem is
minimized by vrise use of appointive- powers on tho part of the
finistor of wus.icipal Affairs. That is, the Minintcr prob-
ably would recognize the advantage of aprcintiny to the

hoard of Administrators those rerbcrs of the community who
had already emerged as its natural, leaders, however, r.uch a
development could not bo insured in ever'- care. Tn any event,
the power of the inistcr to remove hi:;, appointees at will
would seem inovlitahlv to curtail somewhat the r.otive.ticn of
the board toward independent taintin'; and innovations, never-
theless, the Act r.av deserve more study for tne light it can
shod on the proper role of the state in Incurinn: that certain
standards are met by tne local governments prior to actual
exercise of government powers. To some extent the Local
Affairs Agency and the boundary Commission perform t.l.lo
function in Alaska presently. However, these agencies do not
h?vo the cnino powers as Canadian authorities: to govern during,
thefirst stapes of the town's life. Tney must grant or with-
hold powers on. the basis, of ".hat seems likely to happen after
governmental powers, are bestowed.

2. flu.nld ral Governs.ent Act

The ™".unlci pal Government Act; in a sense takes up
where the Sow Towns Act loaves off. °ne Hew 'owns Act states
that a new town r.av be formed ir.to a standard village, town
or city in accordance vriti> the terms set out in the Municipal
Govornr-ent Act. The latter is a vcr-» connrohensive enactment
dealing with virtually all phases of municipal ojorations.

It is. divided Into oi"ht parts, InUuT-rstation, formation,
alteration and dlr.solutlon, tho council, officers, and. orl-
ft'-eer , powers. ana duties, public utilities, finance, and
IfevO vrococd 1)"'s. *'nrt ~, on powers and duties, ls the ront
extorsive. This part of tho Act sets l'ort! In great t,flail
the >cvvrs e¢hie-: ray i.c exercised by a local .-oversworn;.
"hero (jo-ui sot seem, to lo provision, for here rule charters



under which n municipality may exercise general police powers
where not oxprcsslv limited. Tho power to create now
municipalities lie', with the Lieutenant Governor in Council.
The typen of' municipalities vrnich ray be fornod include
runner vlllr.neo™, villages, towns and cities.

To start *ae formation procedure, at least 50? of
the lproprietary elector:;f in the proposed r.untcin.ility
petition the Minister of Municipal Affair.". Tho petition
r.u?t he accompanied by plans showinF: tne boundaries of tiie
preposed unit.

Certain population standards nust be net. A summer
villare must have ro less than 50 buildinr.n occupied at some
tine durina the six nonths. prior to the petition. Awvillage
r.ust have 75 separate buildinns occupied In the sane manner.
A town needs 1,000 inhabitants and a request for char.pe in
status from the council o7 tne village. A city requires at
least 10,000 inhabitants and a similar request from the
cojncil of the town. Municipalities may also be downgraded
for such reasons as loss in ponulatior, popular vote In
favor of the chanmc, or failure of the municipality to
carry out required municipal functions.

Municipalities are croverneu by a council v/hose
r.erbcrs are elected in accordance with a Municipal Election
Act .

As noted shove, the Act sets forth in rreat detail
sower exercisable Ly the municirai rrovernr.ent. Of particular
interest are tho nrovislons relating to annexation set forth
in esrt 2, r 20. Thin section provider for anncxaticn upon
petition to the prcvinco level Local Authorities board. A
petition may bo sutrittod either tv a majority of tb.e property
ownore. in on area, adjoining a municipality or by the council
of the municipality with remoct to adjoirlr.m territory, or
by the Minister of >inicirril Affairs vdth respect to any area

formirr rant of an linrrov~-'Tt district” or ‘pedall area
which he thinks should be annexed. The board nav order
annexation without any further proceedings. 1), addition tho
1-cE.rd nay, on its own moticn, shift territory from, anenrc
adj oinin.”™, municipalities, Improvement districts or ap. clal
districts. Tho ore.er of annexation nb” include conditions,
Jr.cludlrr: exemption of the annexed territory frcr. liability
for debts previously incurred by the annexlnr. municipality.

In mriny ;.ays the function of the- local author? r.ios
bor.rd with rernoct to annexation seer.a lo parallel that which
should be performed bv the Local Poundsr.y Commission in
Alaska. Assuninn t ;at annexation iy board action ;Wb



functioned smoothly in Canada, It pay be desirable to in-
vestlrate the Canadian system further '-ith a vie*., to
mstrengthening the Local Boundary Conr.!lsalon j<i performance
of it3 annexation role. Again the relatively strong
tradition of local autonomy and sectionalism in Alaska may
bar adoption of tho Canadian model.

Another interesting section of the Municipal
Government Act concerns conflict of interest of city govern-
ment officers. At least one borough assembly in Alaska is
enraged in draft!rr. a conflict clI* interest provision and
might wisn to review tiie Canadian provision. Fart 3,
section 29 sets out in some detail the cases where a person
is not qualified to serve at all. Generally those cases
relate to the officex'rs character (e.g., conviction of
serious offense) and ratters irvolvir~ such financial In-
ctahilitv that the officer would be exposed to undue
temptations (e.g., indebted for taxes, undischarged bankrupt).

Part 3, section 30 sets forth instances vlere a
council member should refrain from voting. These include
several specific conflict situations r.ucw as matters affect-
ing a corporation in which the council member is an officer
or shareholder, and a catch-all tarring vote in anv matter
in which the member lias a tdiroct or indirect pecuniary
interest.1

As stated, the Act is ouite detailed and extensive.
T have only attempted to generalise briefly on selected areas
of interest to Alaska. |If you wish a more detailed analysis
on any particular point, please let me know.

FV.!G:agn
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THE NEW TOWNS ACT

CHAPTER 258

Shorttitle 1. This Act may be cited as The Neiv Toivns Act.

[1069, c. 81, 5. 1]
Defini- 2. In this Act,
tionB

(a) “boari of administrators” means the board of ad-
ministrators of a new town;

(b) “elector” means a person qualified to vote at an
election or at the taking of a vote, as the case may
be;

(¢) "Minister” means the Minister of Municipal Af-
fairs;

(<i) “new town” means a new town constituted pur-
suant to this Act;

(c) “town” means a town within the meaning of The
Municipal Government Act. [1969, c. 81, s. 2]

BstnblUh- 3. (1) Application for the formation of a new town
ment of now shall be made to the Provincial Planning Board.

town
(2) The applicant shall file with the Provincial Planning
Board such information as it may require to determine
whether establishment of a new town is necessary, practical
and in the public interest, and to assist in that determination
the Board may require

(a) such facts as may prove the necessity for establish-
ment and development of a new town,

(6) surveys, plans, maps and aerial photographs in-
dicating the physical and topographical features
of the proposed new town and its relationship to
adjoining and nearby areas,

(tf) economic planning studies of the proposed new
town including costs of land acquisition, utilities
and other services, and

(d) estimated selling prices of developed lots for in-

dustrial, commercial and residential uses.
[1969, c. 81,s. 3]

Function# 4. (1) On receipt of an application for the formation of a
(F)’ i) new town, the Provincial Planning Board may
rovincia

Planning (@) give such notice as it considers necessary of the
Hoard application,
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(b) cause a public hearinglto be held at which any
person may make representation with regard to tho
application,

(c) refer the application to the Local Authorities Board
for its recommendations on the financial aspects
thereof and that Board may require the applicant
to file with it certain material and may hold a hear-
ing thereon, and

(d) engage consultants or technical experts to renort
to it on any phase of the development of the pro-
posed new town.

(2) After making such enquiries as it considers neces-
sary, the Provincial Planning Board shall make such recom
mendations as it believes proper and necessary in each case.

[1969, c. 81,a. 4]

5. (1) Where the Provincial Planning Board recom-
mends the formation of a new town, the Lieutenant Gover-
nor in Council may, by order, form the new town.

(2) The order forming a new town

(0) shall describe the boundaries of the new town,
(b) shall give a name to the new town in the following

form: “The New Town of ..., 7 and
(c) shall state the date upon which the order becomes
effective. [1969, c. 81, s. 5]

G. (1) When a new town has been established, the rights,
debts, liabilities, taxes and all other assets including prop-
erly of the former municipality in and of the area of the
new town pass to the new town and section 23 of The
Municipal Government .4cE applies vmtatis mutandis there
to.

12) Where a new town is established in the place of an
existing town or village, the council of the town or village
shall act as the board of administrators of the new town
and shall continue in office until such Lime as the board of
administrators has been appointed under this Act.

(3) All by-laws and resolutions in force and effect in a
town or village that has been established as a new town
continue in force and effect in the new town until amended
or repealed by the board of administrators.

(-1) AIll suits and rights of action by or against a town
or village at tho date of its being established a new town
may be continued or maintained by or against the new
town. [1969, c. 81, s. 6]

7. (1) A new town shall have a board of administrators.
(hap. 258 2



NEW TOWNS

(2) The board of administrators and the electors of
every new town are a corporation with the name given the
new town in the order forming it.

(3) A board of administrators has and shall exercise all
the rights, duties, privileges and powers conferred on a
council of a town including, without restricting the gen-
erality of the foregoing, the power to levy and collect taxes.

[1969, c. 81, s. 7]

Mﬁgn%?r 8. (1) A board of administrators shall consist of one or

hoard of more members, not exceeding seven in number, and may be
Edminiis- composed of any or all of the following:

strators (a) employees of the Government;
(6) residents within the area of the new town;

(c) representatives of agencies, organizations, comp-
anies or municipalities operating in or having
jurisdiction near the new town.

(2) The members of a board of administrators shall be
appointed by the Minister, except for such number of mem-
bers as the Minister may decide shall be elected by the
electors of the new town.

(3) An elected member shall serve for the term specified
in the Minister’s order and an appointed member shall
serve during the pleasure of the Minister.

(4) When the office of an elected member becomes
vacant before the expiry of his term, the Minister may ap-
ooint a person to the board of administrators to complete
the term of the office that is vacant.

(5) When the Minister has by order provided that one
or more of the members shall be elected, the appointed
members shall act as the board of administrators until the
election has taken place.

(6) An election ore red by the Minister under this sec-
tion shall be conducted under The Municipal Election Act,
which applies mutatis mutandis thereto. [1969, c. 81, s. 8]

Chairman 0. (1) The Minister shall appoint one of the members

8:2 gg%rlﬂ_ of a board of administrators to bo chairman thereof.

Utratorn (2) The chairman of a board of administrators is the
chief executive officer of a new town and is vested with
all rights, duties, privileges and powers of the mayor of a
town, except as otherwise provided in this Act.
[1969, c. 81, s. 9]

Fees and 10. (1) A board of administrators may provide for the

allowances  payment to its members of fees and allowances for attend-
ance at board meetings and committees thereof or perform-
ing additional duties.

3 Chap. 258
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(2) A board of administrators may provide for the pay-
ment to its members of reasonable allowances for travelling,
subsistence and out-of-pocket expenses incurred in attend-
ing meetings affecting the new town.

(3) The salaries, expenses and travelling allowances of
employees of the Government serving on a board of ad-
ministrators shall be paid by the department of which he
is an employee. [1969, c. 81, s. 10]

11. (1) A board of administrators shall, pursuant
The Municipal Government Act, appoint

(a) a municipal secretary, or
(B> a municipal treasurer, or
(c) a municipal secretary-treasurer.

(2) A person appointed under this section is hereby
vested with all the rights, duties, privileges and powers of
a secretary, treasurer or secretary-treasurer of a town.

(3) A board of administrators may provide for the
appointment of suchb other officials as it considers neces-
sary for the efficient operation of the now town.

[1969, c. 81, s. 11]

12. (1) As soon as possible after its appointment,
board of administrators shall submit to the Provincial
Planning Hoard for its approval comprehensive plans and
proposals for the planning and development of the new
town.

(2) The proposals shall be in the nature and form of fie
proposals that a council of a town may make by means of a
general plan under The Planning Act.

(3) To assist a board of administrators in the prepara-
tion of proposal for the planning and orderly develop-
ment. of a new town and to ensure that its planning and
development will bo consistent and co-ordinated with the
planning of adjacent areas, the Provincial Planning Board
may require the proposals be prepared on behalf of tho
board of administrators by

(u) a regional planning commission having jurisdic-
tion in the area, or

(b) professional planning consultants engaged by the
board of administrators, or

(c) the staff of the Provincial Planning Director.

(4) The proposals for the planning and orderly develop-
ment of a new town may from time to time be added to,
amended or rescinded by

Chap. 258 4
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(a) order of the Provincial Planning Board, or

(6) the board of administrators with the approval of
the Provincial Planning Board. [1969, c. 81, s. 12]

ggv%trlsogfal 13. A board of administrators may, with the consent

oard of of the Provincial Planning Board,

%‘;raadtg]rlg' (a) acquire by expropriation or otherwise, and for any

municipal purpose, land either within or outside
the new town,

(6) enter into agreements with private land owners or
proposed developers of land within the new town,
with regard to the subdivision of land, the pro-
vision of utilities, streets, sidewalks and other
services, tne selling price of lots and the method
by which lots will be offered for sale,

(c) prohibit any owner or developer of land from sub-
dividing, selling or developing land until such an
agreement as mentioned in clause (b) is entered
into, and

(d) provide, by the construction and operat'on of
trailer camps, camp grounds and like facilities, for
the temporary housing and shelter of residents of

the new town. [1969, c. 81, s. 13]

Afppf0V3|d 14. Except for the immediate and urgent needs of a new
Oured¥M% town, a board of administrators shall not expend any
moneys, undertake any works, make any agreements with
land owners or developers or do any other matter or thing
until its proposal for the planning and development of the
new town has been approved by the Provincial Planning
Board. [1969, c. 81, s. 11]
Aﬂqrovall 1m. Except for the immediate and urge it. needs of n
of financial new town, the board of administrators of n new town shall

program not obtain any loans or advances, expend any moneys, pass

any money bv-Inw or issue any debenture until the financial
program of that year has been approved by an order of the
Local Authorities Board. [1969, c. 81, s. 15)

Vote not 10. Notwithstanding anything in this or any other Act,
required no vote of the proprietary electors on any by-law for the
expenditure of money, the issuance of debentures or for
any other matter or thing shall take place or bo required
except in the case of an election of members of the board
of administrators. [1969, c. 81, h. 161

5 Chap. 258
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17. Notwithstanding anythin™ in any other Act, a board
of administrators, without petition and without advertising
its intention to do so, may undertake any local improve-
ment described in The Municipal Taxation Act and may
impose therefor a special frontage or special local benefit
assessment. [1969. c. 81, s. 17]

18. A board of administrators is responsible

(a) to the Tro' incial Planning Board with regard to all
matters relating to the planning and development
of the new town, and

(b) to the Locai Authorities Board with regard to all
matters relating to the financing of the new town’s
development and operation,

and shall carry out any instructions with regard to these
matters that either of those Boards issue from time to time.
[19G9, c. 81, s. 18]

19. (1) The Lieutenant Governor in Council may, upon
the establishment of a new town and from time to time
thereafter, pay to the board of administrators of any new
town out ol tin: General Revenue Fund and without any
further or other appropriation than is provided by this
section, such sums as will enable the board of administrators
to meet all authorized current and capital expenditures that
may be required for development and operation of the new
town.

(2) The sums paid under subsection (1) may be

<a) by grant, or

(b) by advance or loan, or

(c) by the purchase of debentures of the new town.

(3) Any sum advanced or loaned by the Government is a
debt, due by the now town to the Government and shall be
repaid by the new town.

(4) The Lieutenant Governor in Council may specify the
terms of repayment or retirement of moneys advanced or
loaned under this section. [1969, c. 81, s. 19]

20. As soon as possible in each year the board of ad-
ministrators of a new town shall submit to the Local
Authorities Hoard a financial program for that year which
shall include particulars of its estimates of

(a) general revenues and expenditures,
(b) capital revenues and expenditures,
(c) utilities revenues and expenditures,

Chap. 258 6
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NEW TOWNS

(d) population growth, and

(j) the amount of its taxable assessment.
[1969, c. 81, s. 20]

21. Except where inconsistent with this Act, a new town
shall be deemed to be a town for the purpose of any other
Ac*. [1969, c. 81, s. 21]

22. (1) Upon arrangements being made for the repay-
ment or retirement of all special loans and advances made
to a new town by the Government under this Act, the
Lieutenant Governor in Council may provide

(a) for the formation of the new ..own into a city, town
or village, or

(b) for the dissolution of the new town and the in-
clusion of the area thereof in some other munici-

pality.

(2) The formation of a new town into a city, town or
village shall take place in accordance with the require-
ments of population or the number of occupied dwellings,
as the case may be, as are specified in The Municipal
Goven.mcnt Act.

(3) Dissolution ol' a new t°wn shall take place in accord-
ance with the requirements of The Municipal Government
Act. [1969, c. 81, s. 22]

23. (11 The Lieutenant Governor in Council may make
regulations to provide for any matter not provided for or
insufficiently provided for in this Act.

(2) The Lieutenant Governor in Council may exclude
any Act or provision thereof from application to a new
town. [1969, c. 81, s. 231
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OUGGESTIONS mape DURING OUR CONVERSATION WITH OTHERS WHICH APPEAR REASONABLE:

Sec. 29.76.090. DEVELOPHENT CITY COUNCIL. The City Council of
the Development City has five members consisting of the Director of the
Local Affairs Agency, one public member designated by the Governor and
three members designated by the major oeveloper corporation providing
the industrial base of the City as measured by employment and capital
investment.  The designated Councilmer. need not be residents of tiie
City during its development stage.

Sec. 29.76.100. TRANSITION, (a) When a Development City has 400
permanent residents, elections shall take place according to the following
schedule:

(1) in the first year two additional Councilmen are elected for
three-year terms;

(2) in the second year two Councilmen are elected for three-year
terms to replace one or the Councilmen designated by the industrial
developer and the public member designated by the Governor;

(3) in the third year two Councilmen are elected for three-year
terms to replace the Local Affairs Director and one of the Councilmen
designated by the industrial developer;

(4) in the fourth year a Mayor is elected for a three-year term
to replace the remaining Councilman designated by the industrial developer;
the two Council seats up for re-election per (1) above; and an election
is held on a proposed City charter which may be amended as provided by
law or the charter.



Sec. 29.76.120 FILLING A VACANCY. If a vacancy occurs in the
original designated City Council, other than the Director of the Local
Affairs Agency, the applicable appointing authority, be it the Governor
or the major developer corporation, shall designate the replacement during the
five-year development stage of the City.



Possible Technical Changes:

Sec. 29.76.020.  INCORPORATION. An area not served by an existing
municipality which is not reasonably practicable (feasible) to be
served by an existing munic;pality may be incorporated as a Development

City by
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SNATE JOLRNAL Kay k, 1972

AFTER RECESS

CONSIDERATION CF THE CAAENDR
SFOOND READING CF SENATE BILLS

SNATE BILL NO )6 (development cities) wes read the
second time.

Senator Rainer noved and asked unanimous consent for
adoption of the Resources Committee r?\%ort, thus adopting

TTHE TUTE FCR \lE_BILL 16 (Resources)
offered on pages 81)1 and 8)2. There helng no objection,
the Committee Substitute wa3 adopted.

COWITTEE SUBSTITUTE FOR SENATE BILL NO 1)06 (Resources)
wes read the second time.

There being no amendments, Senator Miller n>wod andasKcd
Rt A S AU LRSS o N

sources) he considered engrossed, advanc
to third r()e(?ding an&I p?aged on fina? passage. Without,
objection, It was so ordered.

COWITTEE SUBSTITUTE FCR SENATEBILL NO 1)06  (Resources)
wes read the third time.

The question being: "Shall GOMMTIEE SUBSTITUTE
SNAIE BILL HQ T FResources (development cities) gass
the Senate?" The roll wes takén with the following result:

Yeas: 19 Butrovilch, Christiansen, Croft,
Groh, llonnley, Josephson, = Konlooky,
Loklb, Meland. Merdes, Millar
Rulmer, Roland, Rader, Ray, Thomes,
Young, 7legler,

Nays: 0
Absent: 1 Rettlg

And so, COMMTIEE SUBSTITUTE FCR SENATE BILL NO *106 (Resources)
passed the Senate.

GOWMTTEE SUBSTITUTE FOR SENATE DILI, NO <16 (Renouroos) wes
referred to Dio Secretory for engrossment.

SNATE BILL. NO 1106 (Idevelopment cl'y of Lost River)

was read the second lime.
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CONSIDERATION CP THE CALENDR  cont'3

Senator Palmer noved and asked unanimous consent for

B

adoption of the Resources Commlttee report thus ado tin 406
CC]\R/I TUTE FOR SENATE B l\% oo

6 _offered on
gag 31 Without objection, the Commrttee Substitute wes

COMMTIEE SUBSTITUTE FCR SENATE BILL NO 906 wes read the
second time.

GS
B

406

Senntors Hensley and .Oroh offered the fol .owing amendment:
Arendment No. 1

Page 1, line 11. Replace section 2 with the following:

*Sec. 2. The Initial boundarres of Lost
River are an follows; Be%nnrng at the SNcorner
of Unsurveyed TIN, R97 ateel™ Slver Meridian

Alauka; thénce Walong the S boundary of TIN, R43W

to the point of mtersectron with the mean high
water of, the Berrng Sea; thence S a distance of
three miles, which point lies in the [ferlng Sea;
thence _In an easterly direction paralleling the
nmean high, water of the Bering Sea and always at a
distance of three miles S of the mean high” water
of tho Borlnﬁ Soa to the point where thin line
Intersects the E boundary of 125, ROW thence N

to the HE corner of T1S,” ROOW thence Wto the SB
corner of TIN, .R4OM: thence Nto the NCcorner of
TIN, ROOK: thence Wto the NNVcorner of TIN, Hi2W
thence S to the gol it of beginning, containing 201
square miles more o< less.

Senator Hepsley nmoved and asked unanimous consent f%
adoption of the above amendment.  There being no objection,
the "amendment was adopted.

%%rrl]%ggrs Hensley nnd Merdeo offered the following amende

Pagea 1 nnd 2:
Renumber Sec. 3 nnd 9 an Sec. 5 and 6.
Arendrent No. 2: Add new Sec. 3 as follows;

"Sec. 3. Subject to roelnnslfloatlon under
See. 29.76.140(c), Lost River’s governing body during
the d?vrlatleopmh%r}g[ entnge by unanimols vote ey adopt a
u

Arendment No. |: Add new See. 4 as followo:
"Sec. 4. Lost River mpy act as Its oan housing

authority nnd Its oan housing finance agency through an
enterprise fund."

&)
B
06
an



SENATE JORVAL My <, 1972
QONSIDERATION CP THE CAEND2R  eo.it'd

Senator Hensley moved and asked unanimous consent for
adoption of amendment No. 1. Senator Palmer obJectel.
(n voice vote, the Chair In doubt. Aroll call wes
requested and appears as follows:

Yeas: 12 | trovilch, Christiansen, Croft,
Qroh, Hensley, Josephson, Meland,
Merdes, Killer, Rader, Young,

Ziegler

Nays: 7 Koslosky, Lewis, Palmer, Poland,
Ray, Thomas,

Absent: 1 Reftlg

And so, amendment No. 2 wes adopted.

Senator Hensley moved nnd asked unanimous consent for
adoption of amendment No. 3. There being no objection,
amendment No. 3 wes adopted.

There being no_ further amendments,Senator Hiller noved
and asked Unanimous consent that GOMMTIEE SUBSTTIUTE
FCR SENATE BILL NO < ané be considered engrossed, ad-
vanced to third reading and placed on final passage.
Without objection, it Was so ordered.

QOWITIE: SUBSTITUTE FCR SENATE ItILL NO 406 am, wes read
the third time.

The question being: "Shall COMMTTIEE SUBSTITUTE, FOR SENATE
BILL NO <I06 am, %development city of Loot River) pana the
Senate?" The roll wes taken with' the following result:

Yeas: 19 %utrﬁ)vich, IChrij,tian%en, C}Eof}, Ky
roh, jusley, Josephson, . Koalonky,
lewis, I{/Llje?an)é, Merc?es, Miller
Palmer, _Poland, Rader, Hay, Thomaa,
Young, Ziegler, Hammond.

Nays: 0

Absent: 1 Ret-Mg

And so, COMMTIEE SUBSTITUTE FCR SENATE BILL NQ <I06 am,
passed the Senate.

Senator Miller moved and asked unanimous consent that the
roll call on the passage of COMMTIEE SUBSTITUTE FOR SENATE
BILL NO <I06 am_he considered the roll call on the effective
date clause, without objection, 11 woe so ordered.

Senator Palmer gave notice of reconsideration of the vote
on TTEE TUTE FCR SENATE BILL NO <106 am, )
Secretary wan requested to neke note of the reconsideration.
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GOVERNMENT OF THE PROVINCE OF ALBERTA

DEPARTMENT OF MUNICIPAL AFFAIRS

MUNICIPAL AFFAIRS BUILDING
ADDRESS REPLY 10363 - 108 STREET

the deputy minister of MUN.-.IPAL affairs EDMONTON. ALBERTA
EDMONTON. ALBERTA ONTO

April 24, 1972.

Mr. Terry Gardiner

Administrative Assistant,

House Local Government Committee,
Alaska State Legislature,

Juneau, Alaska.

Dear Sir:

| refer to your letter of April 11th, 1972, regarding new towns in
Alberta.

In general, The New Towns Act establishes the procedural machinery
and planning to preside for rapid growth in isolated or underdeveloped areas. The
Act; which was passed in 1956, provides for the establishment of administration
and financing of new towns where they are required. An application to develop
a new town may come from a company, an existing hamlet, an existing munici-
pality or even an individual.

The person or persons applying, give as much information as possible.
This is forwarded to the Provincial Planning P ard, a multi-departmental board
that generally speaking, administers The Planning Act and advises the Minister
of Municipal Affairs and the Executive Council on planning matters.

The Board, according to the Act, may hold public hearings, may
ask for additional data, or it may engage consultants to carry out a whole series
of studies of its own. |If the Provincial Planning Board is satisfied the need for
a new town exists, it recommends to the Lieutenant Governor in Council (which
is the Provincial Cabinet) that they establish a new town. If the Cabinet concurs
with the Planning Board's recommendation, an Order-in-Council is issued establish-
ing the new town and defining its boundaries.



Mr. Terry Gardiner - 2- April 24, 1972.

A Board of Administrators (municipal council) is created including
a s'.nff member of the Department of Adunicipal Affairs. This Board of Adminis-
trators may consist of only Government employees or may include residents of
the area, depending upon the location of the new town and the availability of
local persons.

An example of a new town that had no local representation on the
original Board of Administrators is Grande Cache. Grande Cache was established
as the result of a major coal mining development in an undeveloped area where
there were no local represeniotives to place on the board therefore the original
board consisted of Iwo members of the Department of Municipal Affairs. Fort
McMurray on the other hand, had a Board of Administrators that included local
representatives as Fort McMurray existed as a town prior to its establishment as
u new town. The reason for changing the status of Fort McMurray from an
ordinary town to a new town was to accommodate the rapid development that
took place upon construction of the Great Canadian Oil Sands plant in the tar
sands. Fort McMurray had a population of approximately 1,000 in 1964 and
only limited services, however, by 1967 the new town had close to 1,000 homes,
and fully modern subdivisions including poved streets. It has a present population
of just over 7,000.

The board becomes the official new town council with powers to
borrow money up to the limit set in its budget that is based on a program of
development to which it must have prior approval of the Provincial Planning
Board. To carry out that program it can enter into contiacts, and buy, sell,
subdivide and service lots with water, sewer, roads, etc. — in fact, to create
a town. |Ishould add that its financial program requires the approval of the
Local Authorities Board, a Provincial agency charged with the responsibility
to approve municipal debentures and long-term leans.

Companies and individuals are encouraged to invest their money
in providing commercial and industrial developments as well as housing for sale
and rent. Various Government departments such as Education, Plealth, Welfare
and Highways are also involved to provide the services needed.

In Alberta, new town status bus been applied eleven times since
1956 with the establishment of such new towns as Drayton Valley, Hinton,
Whitecourt, Fort McMurray ar 1Grande Cache.



Mr. Terr)" Gardiner 3 - April 24, 1972.

Whnile The New Towns Act does allow for financial assistance by
way of grants from the Provincial Government, this provision is not often used.
The major advantage of new town status is two-fold, one being the fact that
the capital funds necessary to develop the town are loaned to the new town by
the Provincial Government, by way of an advance at the going interest rate.
This money is not repayable until the new town is financially able to make
these payments, however, normally the new town does pay the interest due on
the advances annually. In effect a new town has to have available to it,
substantial capital before it has developed any tax base or population and
therefore any ability to borrow under conventional financing arrangements.

The other major advantage is the ability to appoint to the Board
of Administrators, capable and experienced administrators from the Provincial
civil service to provide direction and leadership required, bearing in mind also
that local residents if any, are often so deeply involved at that point in building
their own businesses and homes they cannot afford much time to local govern-
ment duties.

We are of the opinion that the new towns legislation has been
very successful as it is doubtful if the high level of services that are so necessary
in remote areas, could have been provided in the various new towns without the
provisions of The New Towns Act, unless they, the new towns, were developed
as company towns by the various companies involved.

Yours truly,

W .D. Ishister
Assistant Deputy Minister

cc: Mr. L.D. Mabbott,
Director,
Department of Federal and Intergovernmental Affairs,
506. 10025 - 108 Street,
Edmonton, Alberta.



NEW TOMNS ACT - PROVINCE OF ALBERTA

The New Towns Act of the Province of Alberta provides for the
organization of "new towns™ resembling in some ways HB 786, relating
to "development cities™. The Alberta Statute for ™"new towns"™ is
fairly consistent with the general structure of Canadian local
government. A great amount of control and responsibility is vested

in the provincial government. In the case of "new towns", the
Provincial Planning Board and the Local Authorities Board dominate
the development of the "new towns'"™. The Alberta Statute emphasizes

control by the Provincial government to insure the orderly and
responsible development of ™new towns™.

Applications for "new towns™ are made to the Provincial Planning
Board. Information, such as economic planning studies, must be
provided to determine if a new town is necessary, practical and in
the public interest.

The PPB investigation of the application may include public
hearings, a financial review by the local authorities board, and
hiring of special consultants to enable the board to render a
recommendation. Provisions are made in the act for the transfer of
rights and liabilities if a municipality exists within the confines
of the new town.

The Board of Administrators, which has all the powers of a
city council including taxation, is the governing body 0" the new
town. The Minister of Municipal Affairs appoints the Board of
Administrators, except that he may provide for the election of
board members. The members serve at the Minister's pleasure. Tiie
Minister also appoints tne Chairman of the Board who is the Chief
Executive Officer of the new town with all the powers and duties
of a Mayor.

The B of A must submit Lo the PPB for its approval a compre-
hensive plan of development and planning. The PPB may require a
regional planning board, a professional planner, or the Provincial
Planning Director to exercise this function. The development plan
13 al -red only by the PPB or with its permission.

The B of A with the permission of tne PP3, may acquire land,
enter agreements or expenditures with land developers, regulate
land development and provide temporary accomodations for new resi-
dents. The B of Ais responsible to che Local Authorities Board
concerning financing of the new town. The Board must approve yearly
the financial program of the new town before expenditures of* loans
can be promulgated.

The Lieut 'ant Governor in Council is authorized to make grant3
and loans or ti purchase debentures from a new town. The Lt.
Governor may form a municipality or dissolve the new town after
making the necessary financial arrangements.



New Towns Act - Province of Alberta
Page 2

HB 786 (Development Cities) emphasizes the state government's
responsibility in developing the resources of the state. A large
percentage of this reference is to a financial responsibility. The
Alberta Statute recognizes provincial funding is necessary, but
concerns itself with provincial regulation of "new towns"™ to insure
orderly and responsible development.



DEPARTMENT OF NATURAL RESOURCES

OFACE OF JHE COMMISSIONER /i POUCH M — JUNEAU 99801

April 17, 1972

Honorable Mike Miller
Alaska State Legislature
Juneau, Alaska 99801

Dear Representative Miller:

House Bill 785 provides for incorporation of a development

city at Lost River. Although we favor this legislation, in
order to provide for the development of the Lost River Mine
and enhance the economic development of the State of Alaska,
we would like to suggest the following change in House Bill
785.

In lines 13 and 14 of the bill, the descriptions of the
boundarles of the Lost River community include the following:

... to the point of intersection with the mean low water
of the Bering Sea . . . " Since the tidelands under the
ownership of the State of Alaska are measured for three miles
seaward from the mean high tide, to extend the boundaries of
the proposed city site would change the original concept of
tideland ownership and, perhaps, set a precedent not intended.
Therefore, we would recommend, in order to protect the integ-
rity of the tidelands as has been the custom throughout state-
hood, that the words "mean low water"™ be deleted and the words
"mean high water™ be substituted.

Thank you for your interest rn this piece of legislation, and
we appreciate your requesting our input.

Dale Wallington / /
Deputy Commissioner



WILLIAM A. EGAN
liOrINCIH

Stati: <jt Aiaska
office ar the GCVLRNorj
liiniai-

February 24, 1972

Mr. Murray Walls, President

Lost River -'lining Corporation, Ltd.
159 Eav Street, Suite 420

Toronto 1, Ontario

Canada

Dear Mr. Watts:

As you know, we have followed with deep interest your
company's substantial Nteration and evaluation programs
for the past three years. The State of Alaska welcomes
this type of effort; particularly , as your development

is located in the underdeveloped northwest depressed area
of the State.

The State of Alaska wonts to do everything within its
means lo encourage and foster such mineral developments
and to assist in obtaining full Federal participation in
enhancing the success of ventures such as yours. The
State lias particular interest in aiding in the process
of planning for the establishment of viable communities
near the sites of producing mineral areas. W have long
recognized tho rooional human resource and other state-
wide benefits that will accrue from such successful

ventures.

I am sure you realize from the nicotines you and your
representative::; have had with me and other State of
Alaska officials that the State will bo helpfuL in any
way that it is possible for us to cooperate with your
company and all others who are moving ahead In develop-
ment of Alaska's natural resources.

Warmest personal regards and good wishes to you.

Sincerely,

Will inn A, fa.") »
dowrnor

ybcc: Mr. Pearce Walsh



Josi piver Minino Corp. [td.
SUITE 420 - 159 BAY STREET
TORONTO t. ONTARIO

P.O. BOX 503 < NOME, ALASKA 99762 362-2493

PRESENTATION TO LOCAL GOVERNVENT COMMITTEE
(N DEVELOPMENT CITY LEGISLATION
INTRODUCTION

The frustration of a new industry such as mining development in an
area totally isolated from any other community cannot he overemphasized
at this point of time in the State's history. There are virtually no
tools available, legislative and otherwise, to assist in providing the
infrastructure necessary to sustain a community. While there are
elaborate financial and other administrative support programs for
existing communities, cities, and boroughs, and a vehicle to gain support
for both capital and operating needs, none of these tools exists for a
community that is yet to be developed.

Proposed legislation is based, to a degree, on the Lost River
Mining Corporation officials’ past experiences, observation and expertise
in developing mines in isolated areas.

New town development legislation will enable the developer to do
his job; i.e., creating the industrial infrastructure arid present an
element of local government to do government's job in providing the
support facilities needed for the employees of the new industry.



This legislation picks out the best features of existing municipal
legislation, administrative procedures of the State and incorporates
them into a corporate entity which is essentially in a trust status
pending the arrival of permanent citizens to a new town. Again, pending
arrival of these permanent citizens, comprehensive planning, zoning,and
orderly development of the community would have taken place; State
support for schools, water, sewer, harbor facilities, hospitals, etc.
have heen appropriated and paid funds used as leverage to gain additional
Federal agency support where indicated. Thus, we may avoid building
a disjointed, unplanned and problem community from the onset.

This approach attacks the impact on tiie ecology before it becomes
a problem as witnessed in the existing communities constructed with
little or no planning.

ALTERNATES TO IMDUSTRY

With the passage of the Development City legislation and the imple-
menting incorporation we shall plan towards implementing:

An IndependentAg}ggn%Egndlng Regional City

This community would be planned not only to serve this one industry
but also to make a contribution toward reducing the cost of transportation
to Northwest Alaska. It would also provide the initial investment in
transportation facilities that should spur tho development of other
mineral-hased jobs which are not now feasible. This community could be
the catalystic investment for a more healthy economy in an area which is



job poor. The approach is to provide a sound, long-term economic
and local tax base.

The recommended approach towards this free standing, transportation-
oriented community, will be city development and ownership of all the
facilities partially financed by Federal aid, State programs and the major
industry. Thus, if the basic reserves are depleted the industry will
have contributed to the region with a properly planned city with functioning
water and sewer systems; schools; roads; etc. upon which less valuable
mineral deposits or limited profit potential industries may be supported.

This approach makes the maximum contribution of government and
private industry towards starting a new economic undertaking, and
allows each to perform its assigned functions in our society. This is
a tool which contributes towards the State's ability to preserve its
ecology and encourage economic development.

Alternate B
A Company-Owned Mining Town

The company will own all facilities lock, stock and barrel. Plans
will be made only to serve the minimum needs of the one basic industry --
the mine and mill.

Some time in the future the residents may desire to incorporate.
While this may be their option, it is an uneconomical approach to
acquiring public facilities .nd expanding the infrastructure. The Federal
assistance, through the New Coirniurtity program of the Federal government,
if used, would be in the hands of the private developer -- either the
mining corporation or a subsidiary. No specific effort will be made to



consider the social and economic effects of the region as a whole. While
efforts will be made to include assistance for the State and Federal
agencies -- the time schedule attached for construction of the mine
will dictate possibly a further alternate. The job base in this area is
expected o be less than Alternate A but will generally be a year-around
community.

Seasér!glerrcl)apteera(t:ion

The mine can be developed with a minimum milling operation and all
the ore shipped to Japan or Canada for processing.

The operation may thus be six months a year with the camp functioning
with only the individual workers being brought in under contract. A small
standby crew would maintain the facilities in the off season.

A good portion of the processing effort would be outside Alaska; the
seasonal jobs to be filled by the contractor to the mine owner. The
transportation vessel need not be an American ship as would be the case
for Alternate A and possibly B.

TIME SCHEDULE

Attached is an outline of our schedule of activities. IT IS IMPERATIVE
THE STATE POSITION BE STATED VIA LEGISLATION THIS YEAR — the earlier L
hetter.

CONCLUSION
We have a mine -- the extent of its heneficial factors to Alaska
depends upon Alaska - its Legislators. e are asking for working tools

4



with which industry and government can orderly develop a living and
working environment in now barren areas.



ACTIVITY SCHEDULE

February 15, 1972 -- Finalize Preliminary Feasibility. Must include
declarations of intent from Federal and Sta_te_aPenmes that certain areas;
which fall within the public purview are eligible for assistance and that
such applications will "be favorably received.

March 15, 1972 -- Detailed Work Program and Budget. All computations for
this year's field program must be completed with” such items included

as drilling, deposits, water flows,foundations,etc. —(Special towns'*te
considerations should be built into this schedule, i.e. a contract for
soils analysis (drilling) and ground water studies).

SePtember 15, 1972 — Completion of all On-Site Data Accumulation. This
data will be used in the final feasibility report and it must include
tentative financial considerations for townsite development.

October 15, 19/7 — Role of all State and Federal A?enmes in the
DeveIoPment. Ideally this should be firm commitments from State and
Federal agencies. In the absence of firm commitments, alternatives will
have to be developed.

December 31, 1972 — Final Feasibility Report. All townsite factors
regarding capital expendityres must te” incluoed  in_this regort_. This
should include a program where such items as shipping can be included
since there may be economies in joint shipping of materials, etc.

March 1, 1073 -- Design and Procurement. Must be completed at this date
so that the 1073 sh|i)p|_ng season can be utilized. The following con-
struction period will " involve the P_rehmmary dock, a construction, camp
for 500 to 1,000 persons, construction power facilities, construction
shop, access roads to borrow pit areas, assessment of inventories and
basic foundations. Contracts will be issued during this 1973-74 period
for construction as the plans come off the drawing” boards. Supplies will
also be delivered for the Winter and Spring of 1974,

Early 1974 - Construction of Structures. The structures will hopefully
be up and enclosed before significant hoat shipments in 1974,

Into 1975 -- Construction of all Mining Facilities.
1975 or Earlv 19/6 — Operating Facility Turned over to Lost River Mining.
Earlv 1976 — First Shipment of Product from Lost River.
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Introduced: 417177
Referred: Local Government

EN THE HOUSE BY THE RULES COMMITTEE BY REQUEST
HOUSE BILL NO. 786
IN THE LEGISLATURE OP THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
?0or an Act entitled: "An Act relating to development cities.”
3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS. The legislature finds that the
ievelopment of natural resources in isolated and relatively unpopulated areas
requires state policy which encourages weil-plarined, diversified and economi-
cally sound ne* communities. It is the further finding of the legislature
that if private enterprise is to develop the resources of the state it should
lot be burdened with the development of new cities and thereby diverting
activities and resources best utilized for the private sector. A policy and
a procedure are required which will provide financial and other assistance
necessary for encouraging orderly development of well-planned, diversified
and economically sound new cities necessary to support industry. It is the
purpose of this Act to provide that each development city created under the
Act will be the result of the private and public sectors recognizing their
nutual responslbillt. :s to the orderly development of the state.

* Sec. 2. AS 29 is amended by adding a new chapter toread:

CHAPTER 76. DEVELOPMENT CITIES.

Sec. 29.76.010. DEVELOPMENT CITIES. A development city is a
municipal corporation with horn:1rule powers. Tt hasall legislative
powers not prohibited by law or charter.

See. 29.76.020. INCORPORATION. An area not served by an existing

municipality and which is not feasible to be served by an existing
municipality may be incorporated is a development city by

(1) petition of the industrial developer to the Local Affairs

1" HB 786



10
1

v

70

71

7
73

74

76
77
78

1A%

Agency; or

(27 act of th_ legislature.

3ec. 29.76.030. PETITION FOR INCORPORATION. A development city
incorporation petition proposed by an industrial developer shall
include the following information about the proposed city:

(1) class;

(2) name;

(3) Dboundaries;

(*i) composition of the council;

(5) maps, documents, oreliminary economic development pro-
jections, preliminary population projections, outline of the Industrial
developer's investigative and development expenditures and its proposed
capital program, and other information required by the Local Affairs
Agency to show that the proposed city meets the standards for incorpora-
tion .

Sec. 29.76.0*10. REVIEW, '"he Local Affairs Agency shall review
the petition for content and shall return deficient petitions Tor
correction and completion.

Sec. 29.76.050. INVESTIGATION, I the petition contains the
required information, the Local Affairs Agency shall investigate the
proposal to determine if the development expenditures and proposed
capital program by the developer demonstrate a probability of being
carried forward to c successful conclusion.

.Sec. 29.(6.060. REPORT. (a) The Local Affairs (jency shall
report its findings to the Local Boundary Commission with its recom-
mendations regarding the incorporation within 60 days of receipt ol

the petition for incorporation.

(b) The Local Boundary Commission shall review the petition and
the findings and recommendations of the Local Affairs Agency within
Hb 766 -2-
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60 days of receiving their..

Sec. 29.76.070. DECISION ON DEVELOPMENT CITY INCORPORATION. (a)
The Local Boundary Commission may reject a petition for incorporation
only if It finds that it is improbable that the proposed development
will take place.

(b) A commission decision under this section may be appealed
under the Administrative Procedure Act (AE M.62).

Sec 29.76.080. LAND SELECTION. (a) The Department of Natural
Resources shall assist in transferring all the available federally
owned la-id located within the boundaries of a development city into
state ownership. After the transfer, a development clt> may select
0507per cent o' the vacant, unappropriated, unreserved state land located
within 111 boundaries. Nothing In this section affects a valid exist-
ing claim, location, or ent*y under the .laws of the Btatc or the United
State3 whether for homestead, mineral, right-of-way or other purposes
or affects the rlj its of an owner, claimant, locator, or entryman to
the full .isc- and enjoyment of the lariQ so occupied.

(b) Tf land desired by the development city Is uneurveyod at the
time of Its selection, the Department of litural Resources shall survey
or approve a survey by the city of the exterior boundaries of the area
requested without Interior subdivision and shall Issue a putent Tor the
aelected area In terms of the exterior boundary survey. The cost of
the survey la borne by the city. Id land desired by the city has been
surveyed at the time of Its se-ection, the boundaries of the areas
request* d must conform to the public land subdivisions established by
the approval of the survey. Land selected by the city under this

section Is patented to the city by the Department of Natural Resources.
(c) After 1lhe selection of the lund by the development city but
before the issuance of final patent, the city may execute conditional

- 3- iib 786



