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Dear

During tIxis past legislative session, |1 introduced
House Bill No. 1, legislation that would convert the
unorganized areas of Alaska into third class boroughs. The
legislation allows areas to organize on their own as first or
second class boroughs or as home rule boroughs if they do so
before July 1, 1989. No doubt, the legislation will receive
much public debate over the next several months. I would like
to share with you my reasons for introducing the legislation,
my thoughts as to the advantages borough government would
offer the citizens of the unorganized borough, and my hopes
and aspirations for the state if this legislation were to be
passed.

I believe it is long past time that we come together as
one people and one state. It is time that we rid ourselves of
the "we versus they"™ thinking that has too long permeated the
rural and urban areas of the state. It is time that people
from all areas of the state join as partners to make this
state the best chat it can be. It is time that we join not
only in maximizing local control but also in sharing local
responsibility for programs and services.

The Alaska State Constitution, ratified by the people of
Alaska in 1956 and implemented in 1959, called for "maximum
local self-government with a minimum of local government
units™ and stated that, "AIl local governments shall be vested
in boroughs and cities.” Almost thirty years later, we have
yet to complete the process leading to what I believe the
Convention delegates had in mind when they wrote Article X.



Instead, wO have an area covering two-thirds of the state
operating under a complex and oftentimes confusing system of
local governments, quasi-governments, tribal governments, and
service areas lacking consistency and congruity. We have
citizens lacking many of the basic services provided those in
the organized boroughs, citizens highly dependent on the
federal government, citizens who view themselves as separate
from mainstream Alaska.

I believe it is time to improve that situation. |
believe it is time to join in partnership to develop the human
and natural resources that we have, to provide more equitable
services across the svtate, and to move toward economic
development of the state as a whole. I believe borough
government throughout the state, 1in cooperation with state and
federal governments, can benefit all Alaskans and most
importantly those of future generations.

The advantages of organizing borough government, |
believe, are many- some are very practical and immediate and
some are not quite so tangible. Most directly, over a period
of three years each newly organized borough would receive
$600,000 in state assistance to defray the cost of transition
to borough government ($300,000 in the first year, $200,000 in
the second, and $100,000 in the third. Also, under municipal
land entitlements, an area becoming a borough would be
entitled to up to 10 percent of the total acreage of vacant
unappropriated, unreserved state land within its boundaries
with a limit of 20 acres per citizen).

The organization of borough government wotild result in
eligibility for state municipal assistance and revenue sharing
monies to newly organized boroughs, both of which allow a good
deal of flexibility in spending. These funds can be used to
finance local service delivery and to reduce local taxes and
to "assure that no municipality suffers impoversishment of
necessary public services, relative to other municipalities,
because of the chance location of taxable wealth in the
state.” (Chapter 155, SLA 1980) In other words, organization
would result in a broader range of services- including but not
limited to legal, health, public safety, police, and social
services.

Also, borough organization would provide the opportunity
for area-wide bonding power, and therefore area-wide economic
development. It would allow the establishment of service
areas— the number and kJnd to b~ decided bv the citizens of
the boroucrh- within which specific services could be provided.

I add the emphasis in the last sentence, because in many
ways organization would allow for the assumption of a greater
degree of self-government, rather than less self-government as
argued by opponents of organization. Under provisions of the
Alaska Constitution, the state legislature exercises "any



power or function in an unorganized borough which the assembly
may exercise in an organized borough.”” In other words, by
organizing borough government, the people would take for
themselves many of the powers and functions now in the hands

of the legislature. At the same time, it would enhance
greater accountability upon decision-makers affecting their
lives. No longer would so many of the important decisions be

made in far-away Juneau by legislators unfamiliar with local
circumstances; rather, these decisions would be made by local
leaders elected in local elections.

Let me add but two more advantages; First, borough
government would enhance coastal management and protection
authority. Finally, with organization, each borough could
function as a corporate entity to hire employees, acquire and
sell property, and collect taxes (most importantly, from gas
and oil, timber, and fisheries industries and development,
from which taxes now flow into the state coffer).

In short, organization would provide rural Alaska the
umbrella of powers and services that organized boroughs now

have. In doing so, it would lessen many of the inequities
between rural and urban areas and within the rural areas
themselves. As for the latter, resources within each newly

organized borough would benefit all the people of the borough,
not just a few who happen to live in the area where those
resources are developed.

From the legislature®s viewpoint, organization would
allow state government to more efficiently and effectively
deal with its people- under the authority of the Alaska
Constitution and Title 29 of the Alaska Statutes, It would
provide the state a legal entity with which to deal? it would
l« ssen the confusion surrounding funding to various entitie-._s
w: chin the unorganized borough; and it would eliminate much of
tlie overlap, duplication, and lack of services in rural Alaska
(and therefore with it the confusion among rural residents as
to which agency 1is responsible for delivering a particular
service).

I will end by pointing out two things: First, 1 think it
is very important to understand that borough organization is
not an attempt to eliminate tribal government in the rural
areas, Rather, as | see it, tribal and borough governments
would work compatibly with the state and the federal
governments, village and regional corporations, and nonprofit
organizations to provide a level of service not now available

to rural citizens. In fact, 1 would guess that in many areas
current tribal leaders would be elected as leaders of the
borough. Those leaders, with the strength of local government

at their sides, would have the opportunity to enhance a
cultural bridge between present and future generations of
Native Alaskans.



Secondly, as | stated in the beginning, HB 1 allows (in
fact, it encourages) each area to incorporate as it wishes- as
a first or second class borough or under a home rule
charter- before the 1989 deadline. Of course, there are
different degrees of responsibility, authority, flexibility,
and limitation attached to each of these forms of government.
Each area that chooses to organize on its own must decide for
itself the form that best fits its needs and wishes. Both the
Department of Community and Regional Affairs and my office
stand ready to provide the technical assistance for making
that decision as well as the "nitty gritty” of implementing
borough organization.

I am sure that you, other members of the school board,
and people in your communities have many questions and
concerns about this issue. (1 am also sure there are those
with objections.) I encourage as many of you as possible to
let me know of those questions and concerns (and, yes, your
objections as well- perhaps, most importantly, your
objections) . It is time to begin the public debate. It is
time to share our thoughts.

I know that in the very near future the House Committee
on Community and Regional Affairs plans to hold several public
hearings around the state on this issue and several others
affecting rural residents. I plan to be a part of those
public hearings- | want to hear what people have to say, and |
want the opportunity to share my thoughts on the issue of
borough organization.

I ask that you share this letter with the school board
and the residents of your region. In fact,, | encourage you to
do so. In my mind, the more people that become involved in,
and aware of, this 1issue the better. I welcome your and their
input. I can be reached by letter at the Palmer address at
the top of this letter or by phone at 746-1046.

I enclose a copy of HB 1. My office stands ready to
offer you various resource materials at your request-
information about borough government, information about
forming borough government, a sample of a home rule charter,
etc.

Thank you.

Sincerelv.

RONALD L. LARSON
REPRESENTATIVE

enclosure
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October 13, 1987 -

House Community and Regional Affairs Committee

Dear Representatives:

As\. you are aware, the First Session of the Fifteenth
Legislature directed the Department of Community and Regional
Affairs to "conduct public hearings and examine the issues of
forming regional municipal government in the Unorganized
Borough and report back to the Legislature by January 1, 1988"
(Page 105, Chapter 95, SLA 1987).

In partial response to this direction, the Departnu .t will
publish two booklets. The first 1is a booklet intended to
provide general information concerning borough government. A
copy of the conceptual draft of this booklet is attached for
your consideration.

The second booklet or report will deal more with 1issues
relating to borough government 1in what 1is now the Unorganized
Borough. In addition to identifying issues, this report will
discuss options for dealing with those issues. A copy of the
draft outline for this report is also attached for vyour
consideration.

We would appreciate any comments you may wish to offer on this
material.

Sincerely,

Pat Poland

Deputy Director
Enclosures

cc: Marty Rutherford, Director
Doug Griffin, Deputy Director
Municipal and Regional Assistance Division
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There has been little or no
interest in forming new boroughs in
Alaska from the 1late 1960"s to the
mid-1980"s, other than the creation
of the North Slope Borough 1in 1972.

However/ these circumstances are
changing. In 1986/ the Northwest
Arctic Borough (headquartered in
Kotzebue) 1incorporated. It was the
first borough to form since the
North Slope Borough. More recently
(October/ 1987), the Aleutians East
Borough was formed encompassing the
communities of Sand Point, Nelson
Lagoon, King Cove, Cold Bay, False
Pass and Akutan. Several
unincorporated regions 1in the state
are also currently studying the
merits of forming boroughs.

This renewed interest in forming
boroughs 1is the result of 1important
recent and pending social, economic
and political developments in the
state, which will be discussed in
this publication.

This booklet has been prepared to
provide information concerning
borough government to all those who
are interested in the topic of

borough government. It is written
in a general fashion and is not
intended to provide complete
details regarding all aspects of
the subject. Those who wish

further information should contact
the Alaska Department of Community
and Regional Affairs.



CHAPTER ONE

MUNICIPAL GOVERNMENT IN ALASKA - -

WHERE WE ARE AND A RELEVANT HISTORY OF HOW WE GOT (:)
INTRODUCTION

The Alaska Constitution p~ovides that "AlIl local government
powers shall be vested 1in boroughs and cities.The focus
of this publication is on borough or regional government.
However, in order to address the topic properly, it is
necessary to discuss aspects of city government as well.

Alaska presently has 160 borough and city governments.2 The
table Dbelow provides a summary of the types of municipal
government which presently exist in the state. The differences
in each of these types of government will be explained 1in this
booklet.

Organized Boroughs

Unified Home Rule 3
Home Rule 2
First class 0
Second class 7
Third Class 1
Total 13
Cities
Within Outside Total
Boroughs Boroughs
Home Rule 7 5 12
First Class 8 14 22
Second Class 26 87 113
Total 41 106 147
WHAT IS A BOROUGH?
Many Alaskans have
misunderstandings about
borough government.
There are three
principal reasons for
this lack of
understanding. First,
boroughs encompass only
about one-third of
Alaska, so many have no
first hand experience
with boroughs. Second,
boroughs are unique to
Alaska. And third,
they are a relatively
recent development in
the history of the

state.
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While many adult Alaskans are not familiar with boroughs, they
are generally very familiar with cities. Whereas two-thirds of
the state have no boroughs, cities exist throughout the state.
In fact, more than 72 percent of the cities in this state are
located outside of boroughs. Further, while Dboroughs are
relatively new, cities have existed in Alaska since 1900.
Finally, unlike boroughs, city governments are not unique to
this state.

Given the greater
familiarity with city
government, it is
perhaps best to compare q TY® BOROU.&-H

a city to a borough
when trying to define a

borough.

Readers may be
surprised to learn the
great similarities
between cities and
boroughs.

In many important ways a borough 1is 1identical to any city in
Alaska.

0 It is an organization created to provide public services
and facilities for 1its residents. These may include fire
protection, police protection, road maintenance, water,
sewer and electrical utilities, docks, emergency medical
services, libraries and other many facilities and services.

0 It is governed by elected officials.

0 It is recognized by the state and federal governments as a
legal entity which may represent the interests of its
residents.

0 It qualifies for a broad® range of state and federal
financial assistance.

Inother 1important ways, a borough 1is 1identical to any first
class city or home rule city in the Unorganized Borough.
0 It has the power and responsibility to provide public

education.

0 It has the power and responsibility to provide public
planning and land use regulation - an important element in
maintaining the quality of life desired by residents of an
area.

A major distinction between a borough and a city is the amount
of areawithin 1its boundaries. The jJurisdiction of a city Iis
limited to the community. The boundaries of a borough may

encompass a broad region. This distinction allows boroughs far
greater opportunities to gain revenue from regional resources
which lie outside th-* jurisdiction of cities (e.g. state

business fisheries taxes).



WHAT BOROUGHS EXIST IN ALASKA AND WHEN WERE THEY F

The following s which
listed in the order of their 1incorporation.

Bristol Bay Borough October 2, 1962
Ketchikan Gateway Borough September 6, 1963
Kodiak Island Borough September 24, 1963

City and Borough of Juneau” September 24, 1963
City and Borough of Sitka? September 24, 1963

Fairbanks North Star Borough January 1, 1964
Kenai Peninsula Borough January 1, 1964
Matanuska-Susitna Borough <January 1, 1964
Municipality of Anchorage” January 1, 1964
Haines Borough August 29, 1968
North Slope Borough July 1, 1972
Northwest Arctic Borough June 2, 1986
Aleutians East Borough October XX, 1987

WHY WERE SO MANY BOROUGHS FORMED IN SEPTEMBER OF 1963 AND
JANUARY OF 19647

Prior to September of 1963, only one borough had been formed 1in
the state (Bristol Bay Borough). Yet, in September of 1963 and
January of 1964, eight boroughs were formed.

Those eight boroughs
were formed as a result
oi a law adopted by the
1963 legislature”.
This law, known as the
"Mandatory Borough Act"”

required eight .regions
in the state to form
boroughs by local
initiative prior to
January 1, 1964 . If any

of those eight regions
failed to form a borough
on its own initiative,
it became incorporated
automatically under the
provisions of the law.

Regions encompassing Juneau, Sitka, Ketchikan and Kodiak formed
individual boroughs on their own initiative in September of
1963. Regions encompassing Fairbanks, Anchorage, the Kenai
Peninsula and the Matanuska-Susitna Valleys did not incorporate
on their own initiative and were formed automatically wunder the
provisions of the law on January 1, 1964.



WHAT HAS PROMPTED THE RECENT INTEREST IN BOROUGH GO

After an absence of
interest in borough
government (except for the
North Slope Borough) which
spanned almost two decades,
there is renewed interest
in the subject. This
turnaround is principally
the result of the following:

< The desire to maintain or improve the level of public
services 1in the face of declining State revenues.

< The likelihood that reapportionment of the Alaska
Legislature following the 1990 federal <census will shift
greater legislative power to urban areas. This may result
in laws which are less favorable to the unorganized
regions of the state.

0 The <concern that the Legislature, will require areas to
form boroughs as occurred in 1963.

0 The desire to assume greater Jlocal control of the delivery
of public services and facilities..

WHAT ARE THE SI1ZES AND POPULATIONS OF EACH OF THE BOROUGHS?

The following graphs list and compare the populations and
geographic areas of each of the boroughs. Data on the
Unorganized Borough, which 1is that part of the state outside of
organized boroughs, 1is also provided below.
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HOW DO THE SIZE AND POPULATION OF THE UNORGANIZEB”~JBOROUGH
COMPARE TO THE TOTALS FOR Q#L ORGANIZED BOROUGHS?

The thirteen organized
boroughs encompass an
estimated 205,848 square
miles, which amounts to

35.1% of the state. The
remaining 64.9% of
Alaska, approximately
380,552 square miles,
lies in the Unorganized
Borough.

The population of the

thirteen organized
boroughs totals 497,230, KKIORtoAW ItED
which amounts to 86.6% of PPROIATION

the state's population.
The population of the

Unorganized Borough is
76,747 which amounts to EE;F1;STON
13.4% of Alaska 1s U

population.
WHAT ABOUT CITIES IN THE UNORGANIZED BOROUGH?

There are three classes of cities in Alaska: home rule, first

class and second class cities. The powers and duties of cities
vary with classification and whether they are Jlocated within or
outside of an organized borough. As noted earlier, the powers
and duties of home rule and first class cities in the

Unorganized Borough are comparable to those of boroughs.

HOW MANY INDIVIDUALS LIVE IN FIRST CLASS AND HOME RULE CITIES
IN THE UNORGANIZED BOROUGH?

There are 19 home rule and first class cities in the
Unorganized Borough. The area encompassed by their boundaries
is relatively small, however, their population 1is significant.
More than one-third of these <cities have populations larger
than two boroughs 1in the state (Bristol Bay and Haines).

The combined populations of the 19 home rule and first class
cities 1in the Unorganized Borough total 27,690. This amounts
to more than 36% of the population of the Unorganized Borough.
Remember, first class and home vrule cities 1in the Unorganized
Borough have powers and duties similar to boroughs.

More than one-third 130r6u -Lt K e-
of the residents of L
the Unorganized
Bordwgh are overned mm -
m vig]rtually tghe same Q>1>V€‘ry\Y*\e.Y\TT
manner as they would
be by a borough. J*
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WHAT  ABOUT  SECOND  CL7.SS CITIES IN  THE UNORGANIZED
BOROUGH?

Unlike first class and home rule cities 1in the Unorganized
Borough/ second class cities are not required to provide

public education or planning. In fact, they are not
permitted to exercise the power of education. They dof
however, have the option of exercising the powers of

planning/ platting and zoning.

There are 87 second class cities in the Unorganized
Borough. The population of these <cities totals 32,923.
This represents 42.9% of the population of the Unorganized

Borough.

Bethel 1is the largest second class city in the Unorganized

Borough. The population of Bethel is 4,462. Bethel"s
population 1is more than 20 times greater than Pelican, the
smallest first class/home rule city in the Unorganized
Borough.

WHY  ARE SOME SMALL CITIESLIKE PELICANREQUIRED TO

PROVIDE THE SAME MINIMUM SERVICES AS A BOROUGH, YET MUCH
LARGER CITIES LIKE BETHEL NOT REQUIRED TO DO SO?

Remember, the powers and duties of a city depend upon its
classification. First class and home vrule cities 1in the
Unorganized Borough must provide the same minimum 1level of
services required of boroughs.

In order to find
out why some of the

larger cities in
the Unorganized
Borough are not
required to provide
education, but some
of the smallest
are, it is

necessary to look
in the history book

At one time State law al! owed five classes of city
government (as compared to the current three). The
classifications were: home rule, first class, second
class, third class and fourth class.

In 1972, the legislature passed a law reducing the
available classifications.”? The law provided that:

< All second and third class "cities incorporated before
September 10, 1972, and having a population of 400 or
more are automatically reclassified to first class
cities.



< All first, second and third class cities incorporated
before September 10, 1972, and having a population of
less than 400 shall be judged by the Local Boundary
Commission and, in certain cases the legislature, to
determine whether they should be first or second
class cities.

0 All fourth class cities are automatically
reclassified to second class cities.

Bethel was 1incorporated 1in 1957 as a fourth class city and
remained a fourth class city until this Jlaw was passed.
Under the 1972 law, Bethel was automatically re assified
as a second class city without regard to its population at
the time (2,416 - 1970 federal census).

However, Pelican was 1incorporated as a second class city

in 1944. It 1is significant to note that at the time
Pelican 1incorporated, the law only permitted first and
second class cities to form.11 In 1972, Pelican"s
population was 133 (1970 federal census). Because its

population was less than 400, the Local Boundary
Commission held a hearing 1in Pelican to determine 1its

appropriate classification. After doing so, the
Commission concluded that Pelican should be classified as
a first class city. Formal objections were vraised by
residents which required the Commission®s action to be
forwarded to the legislature. Ultimately, the legislature

approved the action and Pelican became a first class city
on March 7, 1974.

The effect of that law upon certain cities was 1identical
to the effect of the 1963 mandatory borough act on certain
regions of the state. The cities so affected became first
class cities and, as a result, are now required to provide
the same services required of boroughs.

HOW MANY ALASKANS LIVE OUTSIDE ANY MUNICIPALITY?

An estimated 16,134 residents of Alaska reside outside of

any municipal government. Some of the unincorporated
communities in the Unorganized borough are relatively
large. For example, Metlakatla (population 1,439), ?0>

(population of 1,256) and Glennallen (population 9;°
would be the 9th, 10th and 14th largest cities 1in th
Unorganized Borough if they incorporated.

A number of individuals also live on self-contained
military bases outside of any municipality. 0Of these,
Adak 1is the largest. It is estimated that approximately
3,200 individuals 1live on military bases outside of any
municipality.

Thus, an estimated 12,934 Alaskans (2.3%) live outside a
municipal government or military reservation.

AND SEOHH NOSTHI &



PLEASE SUMMARIZE THE CHARACTERISTICS OF ALASKANS
RESPECT TO THEIR LOCATION INSIDE OF AND OUTSIDE
MUNICIPAL GOVERNMENTS?

OK. Here it is.

Residents of Heme Residents of Second Class Residents Outside An"j*
Rule and First Cities in the Unorganized Borough Municipality
Class Cities in the 32,923 12,934
Unorganized Borough 5.7% 2.3%
27,690
4.8% Residents in Military
Reservations in the
Unorganized Borough
3,200
0.6%



PROVIDED
TO INDIVIDUALS LIVING IN UNINCORPORATED COMMUNITIES IN THE 90
UNORGANIZED BOROUGH?

12

Typically, the State has assumed the vresponsibility for
providing facilities and certain services to most of these
unincorporated communities. Such facilities and services —
are provided without the 1imposition of a tax or user fee CD
on the part of the state. -0
The assistance 1is carried out through the use of "agents -0
of the State" which typically involves an agreement cp
between the State and some local entity. Typical local
entities include non-profit corporations and Native
councils (IRA councils and traditional councils).
Regional services 1in the Unorganized Borough are provided
through special services areas of the State. For example,
education services are provided by regional educational
attendance areas (REAAs). Planning services are, in some
instances, provided by coastal resource service areas
(CRSASs). Again, these regional services are provided
without cost to the residents receiving them.
ARE THERE ANY BILLS PENDING BEFORE THE LEGISLATURE THAT
WouLD REQUIRE BOROUGHS TO BE FORMED IN THE UNORGANIZED
BOROUGH?

Yes. Sponsor

Substitute for House

Bill 1 provides that

any unincorporated

region of the state

would be converted to

a borough on July 1,

1989.
In its present form, the bill would not only dictate the

creation of boroughs, it would dictate
< borough boundaries
0 the class of borough
0 the number of assembly members
0 how the assembly 1is elected.

The bill would form third class boroughs along the boundaries
of the REAAs as they existed on July 1, 1982. However, two or
more REAAs could <combine to form a single borough. The
governing body of these boroughs would be comprised of a seven
member assembly elected at large.

There is no assurance that the legislation will pass.
However, as was indicated earlier, over the past 25 years the
legislature has twice passed Jlaws mandating that regions or
communities take on responsibility for minimum local
government functions of education, planning, platting and
zoning.
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An estimated 477,091 residents of the state, more than 83% of
all Alaskans, presently live in boroughs which were formed
under the provisions of the Mandatory Borough Act.

Sponsor Substitute stems from d perception that the present
methods of service delivery in Alaska are inefficient and
inequitable, particularly those with resoect to education.

SPECIFICALLY, WHAT ARE SOME OF THE CONCERNS OVER THE PRESENT
METHOD OF SERVICE DELIVERY 113 THE STATE?

As indicated earlier, many of the concerns center around
education services.

Presently, there are 55 school districts 1in the state. Some of
these have relatively few students (lowest is estimated at
54). Yet, each of these school districts has its own

administrative structure, which to an extent causes certain
inefficiencies.

Of the 55 districts, 33 (60%) are municipal school districts
(boroughs and first class and home rule cities in the
Unorganized Borough). These municipalities are required by law
to provide a minimum level of financial support for their
schools. It is estimated that each of these 1local governments
will, on average, contribute more than $1,500 per student in
support of education. However, the remaining 22 districts
(regional educational attendance areas or REAAS) are not
required to contribute to the operation of their schools.

One REAA (Aleutian Region) is expected to vreceive more than
$15,000 per student from the State during the 1987 - 1988
school vyear. Yet, the adjacent municipal school districts of
King Cove and Sand Point are expected to receive only $8,718
and $7,682, respectively, per student.

Other areas of the state have similar unfavorable comparisons.
The Matanuska-Susitna Borough, for example is expected to
receive $3,588 per student from the State, while the
immediately adjacent Copper River REAA is expected to receive
more than $8,000 per student.

It was reported recently that, 1in 1986 teachers in the Copper
River REAA received the highest salaries of any public teachers
in the state - $11,000 more per year than the state
average .12

In December of 1986, the
Copper River REAA Dbecame

the first school
district in the state
and the second in the
nation to seek the
protection of the
federal bankruptcy
court.

11
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The average level of support from the State per student in a
municipal school district 1is expected to be only $3,628. The
average Jlevel of support from the State of Alaska per student
in each regional educational attendance area is $8,371.

WHAT ABOUT ISSUES OTHER THAN EDUCATION?

Concerns have been expressed that the method of delivering
State services generally in wunincorporated communities (e.g.
through non-profit corporations, tribal councils, etc.) may be
a violation of the Alaska Constitution which stipulates that
"AH®" 1local government powers shall be vested 1in boroughs and
cities.l

Concerns have also been expressed over the public policy of
funding services in communities through organizations which may
not democratically represent or be open to membership by all of
the residents of the community. Examples of these
organizations include non-profit corporations and Native
councils.

Other concerns have been expressed that the vast majority of
residents of the state must contribute substantially for the
local government services they receive and that it would only
be equitiable for all to do so . . . at least those who can
afford to pay.



CHAPTER TWO
CLASSES OP SOROUGHS; THEIR POWERS AND DUTIES

INTRODUCTION
The powers and duties of boroughs differ with respect to
their classifications. Current law allows the following
three classes of boroughs to incorporate:

0 home rule borough

< first class borough

< second class borough

This section will discuss the major differences between

each class of borough. Even though the option of forming
a third class borough is not presently available, a
discussion of third class boroughs is included. Such a

discussion 1is included in order to give the vreader a more
complete understanding of all the present forms of
regional government 1in Alaska. Further, since the current
proposal to mandate boroughs (Sponsor Substitute for House
Bill 1) calls for the formation of third class boroughs,
it is important to wunderstand their Jlimitations, powers
and duties.

WHAT ARE THE DIFFERENCES BETWEEN THE CLASSES OF BOROUGHS?

A summary of the major distinctions between the different
classes of borough 1is presented 1in the following table.
The finer points of some of the differences between the
boroughs 1is not evident in the table, but 1is discussed in
the narrative immediately following the table.

POWER H.R. 1st 2nd
EDUCATION M MoT M
TAX ASSESSMENT/COLLECTION* M M M
PLATTING, PLANNING AND ZONING M M M
LIMITED AREAWIDE FUNCTIONS (see text) C 0 0
AREAWIDE FUNCTIONS (generally) C A A
LIMITED FUNCTIONS OUTSIDE CITIES (text) ¢ 0 0
FUNCTIONS OUTSIDE CITIES (generally) c 0 A
FUNCTIONS 1IN SERVICE AREAS (generally) c 0 A

M= mandatory

C= powers vary as determined by home rule charter
0= optional, voter approval not required

A= approval required from voters and/or cities

N= not permitted

* It is not mandatory chat a borough 1impose a
property tax. However, a borough 1is responsible
for the assessment and collection of any

municipal taxes levied within its boundaries.

w
-
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HOME RULE T [IJ)(
A home rule borough )
offers the greatest

opportunity for ~citizens
to form the kind of

government best suited
to their needs. A home
rule borough is one
whose powers, duties and
governmental procedures
are largely determined
by a charter adopted by
the voters of the
borough.

There are however, some 50 specific limitations 1imposed upon
home rule boroughs by State laws .13 Outside of these
limitations, a charter may prescribe any powers, duties and
procedures so long as they are not prohibited by some law.

Examples of some of the more important requirements of and
limitations on home rule boroughs follows:

0 to provide the same minimum services required of other
boroughs (education, planning and tax collection);

0 to conduct meetings in public in compliance with the
State open meeting law;

0 to conform to procedures and requirements of State law
concerning municipal boundary changes;

0 to conform to several provisions of the law concerning
election of officials (voter qualification, qualification
of officials, term of office, assembly composition and
apportionment, recall);

0 to conform to all procedures and requirements of State
law concerning property taxation.

For those powers, duties and procedures not limited by
statute, the charter approved by the voters can 1impose either
broader or more restrictive powers, duties and procedures.
For example, first, second and third class boroughs have the
authority, subject to voter approval, to levy a sales tax of
up to six percent. A home rule borough charter could limit
that authority to, say, 3 percent. Alternatively, the charter
could extend the authority to 10%, but may limit its
application to certain goods and services such as alcohol,
tobacco or hotel rooms.

One home rule borough
prohibits the levy of
property taxes without
voter approval.

14



FIRST CLASS BOROUGH

A first class borough has the following powermmmm—Y

AREAWIDE (THROUGHOUT THE ENTIRE BOROUGH, INCLUDING THE AREA
WITHIN CITIES IN THE BOROUGH)

< As with a home rule borough, a first class borough must
provide areawide education, planning, platting, zoning
and tax assessment and collection.

< The borough may provide transportation systems, water and
air pollution control, license day care facilities, and
regulate animals, all by the adoption of ordinances.

< The borough may also provide any other power which 1is not
prohibited by law if either of the following occurs:
1). all of the cities within the borough transfer their
power to provide that service to the borough; or
2). a majority of the voters of the borough authorize
the borough to assume the power.

NONAREAWIDE (AREA OF THE BOROUGH OUTSIDE ALL CITIES)

< The borough may exercise any power not prohibited by law
by the adoption of an ordinance.

SERVICE AREA (A PORTION OF THE BOROUGH IN WHICH THE BOROUGH
PROVIDES A DIFFERENT LEVEL OF SERVICE THAN THAT PROVIDED ON AN
AREAWIDE OR NONAREAWIDE BASIS).

0 The borough may exercise any power not prohibited by law
by the adoption of an ordinance.

It should be noted, however, that a first, second or third

class borough may include a city within a service area if: 1)
the city council agrees by ordinance; or 2) approval is
granted by a majority ofthe voters inside the city and a

majority of the voters in the proposed service area outside
the city.

15



AREAWIDE

c

SECOND CLASS BOROUGH I |

The areawide powers and duties of a second class borough

are identical to those of a first class borough. Except,
however, if a second class borough seeks to assume an
araawide power (other than those nonareawide powers

listed below which it may assume by ordinance) through
transfer from cities, it must also gain approval from the
voters outside the cities.

NONAREAWIDE

o

0

A second class borough may by ordinance provide
transportation systems, regulation of fireworks,
regulation of animals, solid waste collection/disposal,
septic waste collection/disposal, air and water pollution
control, economic development, participation in federal
or State loan programs for housing rehabilitation and
energy conservation, local service roads and trails,
emergency services communications and Jlimited regulation
of motor vehicles and operators.

The borough may exercise any other power not prohibited
by law wupon approval of the borough voters residing
outside of cities.

SERVICE AREA

0

0

The borough may exercise any power not prohibited by law
through 1) approval of the voters 1in the service area; or
2) approval of all of the property owners in the service
area 1if there are no voters

In addition, the borough may establish a service area
necessary to develop municipal or State land as required
by the borough®s planning, platting and land use
regulations upon; 1) approval of the assembly if the
service area encompasses only vacant borough Jland; or 2)
approval of the assembly and the Commissioner of the
Alaska Department of Natural Resources for vacant State
land slated for disposal to individuals.

FCOR OS0.8A ABRRCES OHU
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Like other boroughs, a third class borough must provide
areawide education and tax assessment and collection. Unlike
other boroughs, it is not required to provide areawide
planning, platting and zoning. However, any home rule or

first class city within a third class borough 1is required to
exercise the powers of planning, platting and zoning.

NONAREAWIDE/SERVICE AREA

The law makes no specific provision for a third class borough
to provide services on a nonareawide basis. However, the law
does permit third <class boroughs to exercise powers on a
service area basis.

A third class borough has the same powers as a second class
borough to establish service areas, except that a third class
borough service area cannot be established by approval of
property owners 1in the absence of voters.

17



CHAPTER THREE
TYPICAL LOCAL REVENUE SOURCES

fordiscussion purpose only

LOCAL SOURCES

The most common sources of locally generated revenue are
sales/use taxes, property taxes and user fees.

SALES AND USE TAXES

A municipal sales
tax is a tax upon
sales of goods and

services sold
within the
boundaries of the
municipality. A
use tax is a tax
upon personal

property which was
purchased outside a

municipality but
which is imported
into the
municipality for
use.

State law permits first, second and third class boroughs to
levy sales and use taxes not exceeding sSix percent upon

approval by the voters. A municipality has great latitude 1in
granting exemptions from the tax by ordinance (e.g. food
products,» sales to senior citizens) all products and services
except sales of tobacco and alcohol). Some boroughs levy

sales and use taxes only on commercial sales of fish.

Few municipal governments levy
use taxes since it 1is typically
difficult to determine when and

what property is being brought <2 £

into the municipality. However,

there are exceptions. These

usually_ involve jmportations _of J r <£83
commercial quantities of fish

brought to a municipality for (M3 (I*£? <@ '$">7
processing or, in the case of m 3 ® 3
the North Slope Borough,

taxation of the importation of

industrial equipment and

facilities by the oil companies.

The 1986 rates of taxation and amount of revenue generated
from sales taxes (including specialized taxes like hotel
taxes) in each of the 12 boroughs which existed then are
listed in the following table.
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BOROUGH TAX RATE $ GENERATE"

BRISTOL BAY BOROUGH 3.0% (fish only) $700,000

CITY AND BOROUGH OF JUNEAU 4_.0% (general) 12,003,087
additional 5.0% (hotel) 298,477
additional 3.0% (liquor) 448,259

CITY AND BOROUGH OF SITKA 4._.0% 2,899,801

FAIRBANKS NORTH STAR BOROUGH 0.0% 0

HAINES BOROUGH 1.0% 93,397

KENA1T PENINSULA BOROUGH 2.0% 6,955,628

KETCHIKAN GATEWAY BOROUGH 1.5% 1,965,961

KODIAK ISLAND BOROUGH 0.0% 0

MATANUSKA-SUSITNA BOROUGH 0.0% 0

MUNICIPALITY OF ANCHORAGE 8.0 (hotel) 3,517,715

NORTH SLOPE BOROUGH 3.0 (sales/use) 3,539,658

NORTHWEST ARCTIC BOROUGH 0.0 0

The only tax to be levied by

tne newly incorporated

Aleutians East Borough will

be a 2% sales and use tax on

commercial fish. It is

projected that this will

provide annual revenues of

some $712,000.

For those boroughs which levy general sales taxes, proceeds

range from $50.57 (Haines Borough) to 102.17 (City and Borough

of Juneau) per capita, per 1% of tax levied.

PROPERTY TAXES

The authority of boroughs to tax real and personal property is

generally Ilimited to 30 mills (3% of the full and true value

of the property).14 state law requires that certain types

of property be exempt from taxation. The law also permits

boroughs to determine whether they wish to exempt other types

of property from taxation.

The 1986 rates of taxation and amount of revenue generated

from property taxes in each of the 12 boroughs which existed

then is listed below:

BOROUGH MILL RATE $ GENERATED PER CAPITA

BRISTOL BAY 5.00 475 ,000 374

JUNEAU 8.96 to 9.96 13,125 ,267 447

SITKA 4.00 1,147 ,782 140

FAIRBANKS 8.45 to 16.73 26,970 ,985 399

HAINES 3.00 to 5.60 180 ,139 98

KENAI 4.00 to 9 12,866 ,928 295

KETCHIKAN 2.70 to la.j. 1,853 ,797 130

KODIAK 3.75 to 7.25 1,69.1,997 121

MAT-SU 5.30 to 9.00 14,587 ,650 329

ANCHORAGE 5.05 to 10.18 120,713 ,129 486

NORTH SLOPE 18.37 234,307 ,090 28,203

NW ARCTIC 0.00 0 0
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CHAPTER FOUR
OTHER SOURCES OF REVENUE AND
ASSISTANCY%

ORGANIZATIONAL GRANT - A newly incorporated borough 1is
entitled to a grant totalling $600,000 to help fund
initial operating costs.

$300,000 of the grant 1is paid during the first fiscal year
of the borough, $200,000 1is paid during the second year

and the remaining $100,000 1is paid during the third year.

PUBLIC SCHOOL FOUNDATION FUNDING PROGRAM15 - It is
estimated that the State and federal governments will
provide more than $438,000,000 to <educate an estimated
102,142 students in Alaska®"s public schools (excluding
University of Alaska) during the 1987-1988 school year.
This represents an average of $4,288 per student.

The law requires that boroughs, as well as first class and
home rule <cities in the Unorganized Borough ~contribute
funds in support of school operation. The remaining
school districts in the state (regional educational
attendance areas) are not required to <contribute toward
public education.

The requirement for financial support from boroughs and
city school districts 1is an amount at least equivalent tc
a 4 mill property tax. However, the State will subsidize
districts that have not previously met this vrequirement
for 2 years (up to 2 mills during the first year and up to
1 mill during the second year).

| t is estimated that
these cities and boroughs
will contribute nearly
$136,000,000 toward this
effort during the
1987-1988 school year.

MUNICIPAL ASSISTANCE - Program funds are 1intended to be
used for general property tax relief. A borough is
eligible to receive a payment under this program every
year. For a borough, entitlements are based principally
upon the number of residents who 1live outside of cities
within the borough. Presently, the payments run between
$101 and $125 per resident (outside of cities). The North

Slope Borough, however, receives approximately $488 per
resident because of the manner in which the funding 1is
structured.

The FY 87 program payment received by each of the boroughs
is listed on the following page.



MUNICIPAL ASSISTANCE PAYMENTS

BRISTOL BAY BOROUGH $ $139,878
CITY AND BOROUGH OF JUNEAU 3,281,454
CITY AND BOROUGH OF SITKA 945,929
FAIRBANKS NORTH STAR BOROUGH 5,156,701
HAINES BOROUGH 83,345
KENAT PENINSULA BOROUGH 2,939,051
KETCHIKAN GATEWAY BOROUGH 583,030
KODIAK ISLAND BOROUGH 621,255
MATANSUKA-SUSITNA BOROUGH 3,692,868
MUNICIPALITY OF ANCHORAGE 29,509,362
NORTH SLOPE P.OROUGK 1,510,378
NORTHWEST ARCTIC BOROUGH 34,711

STATE REVENUE SHARING

Boroughs are eligible to receive program funds annually.
The 1level of funding depends largely upon the population
of the borough, the 1level of funds generated from local
sources and what extent the Dborough provides certain
services (road maintenance and health care).

Each municipal government 1in the state 1is entitled to a
minimum annual payment of $25,000 plus a regional cost of
living adjustment.

The program payments received by each of the boroughs is
listed below:

BRISTOL BAY BOROUGH $ 108,799
CITY AND BOROUGH OF JUNEAU 4,419,724
CITY AND BOROUGH OF SITKA 732,306
FAIRBANKS NORTH STAR BOROUGH 2,881,000
HAINES BOROUGH 36,717
KENAT PENINSULA BOROUGH 2,985,863
KETCHIKAN GATEWAY BOROUGH 450,146
KODIAK ISLAND BOROUGH 655,186
MATANSUKA-SUSITNA BOROUGH 3,028,133
MUNICIPALITY OF ANCHORAGE 14,784,128
NORTH SLOPE BOROUGH 734,052
NORTHWEST ARCTIC BOROUGH 161,791

FISHERIES BUSINESS TAX REFUNDS

The State levies a tax on fish processing. To the extent
that the taxes are collected within a municipality, the
State returns a portion of the taxes collected to that
municipality.

Under present law, a borough receives a refund 1in the
amount of 50% of such taxes collected within the borough,
but outside of cities. In addition, for the area within
cities in the borough, a newly formed borough receives 5%
of the tax <collected during the Tfirst calendar year in
which the borough was formed. The amount paid to the
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borough increases in 5% 1increments during the second,

third and fourth years. On the borough®s fifth year and
thereafter, it receives 25% of the amount collected within
each city and, of course, 50% of the amount <collected

outside the cities in the borough.

The latest program payments received by each of the
boroughs 1is listed below:

BRISTOL BAY BOROUGH $ 1,088,819
CITY AND BOROUGH OF JUNEAU 6,275
CITY AND BOROUGH OF SITKA 465,399
FAIRBANKS NORTH STAR BOROUGH 443
HAINES BOROUGH 166,895
KENAI PENINSULA BOROUGH 661,362
KETCHIKAN GATEWAY BOROUGH 267,891
KODIAK ISLAND BOROUGH 871,703
MATANSUKA-SUSITNA BOROUGH 20,967
MUNITICIPALITY OF ANCHORAGE 92,347
NORTH SLOPE BOROUGH 0
NORTHWEST ARCTIC BOROUGH 16

The newly incorporated Aleutians East Borough anticipates
receiving at least $421,000 annually from this program.

MISCELLANEOUS OTHER REVENUE SOURCES

There are a number of other State programs which typically

offer lesser amounts of revenue to municipalities. These
include:

0 50% of the State license fees for amusement and

gaming devices (excluding distribution, fees,

penalties and cost of collection) are returned to the
local government in which the fees were collected;

0 100% of the electrical and telephone cooperative
taxes (less collection costs) are returned to the
local government where the ta> .s were collected;

< For municipalities which enforce federal, State and
local 1liquor 1laws and which have a municipal police
force, 100% of the liquor license fees (excluding
wholesale licenses) are returned to the local
government;

0 For municipalities which own and operate airports or
which lease and operate airports, ©60% of the proceeds
of the State aviation fuel tax collected in the
municipality is returned to it;

0 Coastal Zone Management Funds;
< There are a number of other financial assistance and
grant programs provided by the State. Readers

interested in further 1information should contact the
Department of Community and Regional Affairs.

22
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MUNICIPAL LAND ENTITLEMENTS

Newly incorporated municipal governments are entitled té&ton.

10% of the maximum total acreage of vacant,
unappropriated, unreserved State land within their
boundaries between the date of incorporation and two years
later. However, the entitlement 1is Ilimited to 20 acres

per person living within the municipality on the date of
its incorporation.

Boroughs have received entitlements ranging from 2,800
acres to 355,210 acres. The programs 1is administered by
the Department of Natural Resources.

GENERAL TECHNICAL ASSISTANCE

Staff from the Department
of Community and Regional
Affairs are available to

provide assistance to all
municipal governments on a

variety of matters.” The
Department is prepared to
offer newly formed
municipalities higher
levels of technical
assistance to assist 1in the
transition to municipal

status.
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CHAPTER FIVE

STANDARDS FOR BOROUGH FORMATION n1 FLPFCIES(]{){

Current State law requires that a region have certain
characteristics before it may incorporate as a borough. *6

These requirements, called standards for incorporation/ are
summarized below.

POPULATION

The population of the region must be interrelated socially/
culturally and economically. It must be large enough to
support borough government. The population must be stable.
There must be at Jleast two communities within a borough and
there must be at least 1,000 residents in the region.

TRANSPORTATION FACILITIES

The transportation facilities (roads, trails, waterways,
airports, etc.) must permit residents of the region to meet and
carry out local government matters. Transportation services
must be available at Jleast once a week between communities in
the region on a scheduled or charter basis. Communities

located within the region which do not have regularly scheduled
transportation services must be connected by a highway.

ECONOMY

The economy of the region must be able to support a borough.
There must be at least sufficient anticipated revenues to
maintain and operate the powers which state law requires
borough to provide.
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BOUNDARIES OF THE PROPOSED BOROUGH

MAP SHHRsATR €SP

The boundaries of the proposed borough must conform generally

to natural geography. They must include any area which is
necessary for the borough to provide services. They must also
include, at a minimum, one entire regional educational
attendance area (unless the Local Boundary Commission
determines that a smaller area can otherwise meet the

standards for incorporation).

TIMING AND ABILITY

The proposed borough must be "capable of providing and willing
to provide"™ the mandatory powers of an organized borough within
three months of 1incorporation. However, in most cases actual
transfer of powers from existing organizations (e.g. transfer

of education from an REAA to a borough) <can be accomplished
over a period of two years.
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The borough incorporation process is established in State and
federal law. A7 jt typically takes a minimum of six months
and often longer to

form ~ a boro,u%h-once a petition for
Incorporation has been formally submitted.

The steps for incorporating are outlined below.

- FINISH -

If a majority of the
voters approve, D.C.R.A,
Issues a certificate

of incorporation.

%
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PROJECT SUMMARY e e

PROJECT DEADLINE: December 1, 1987.

DESIRED SIZE: 20 pages (30 pages maximum).
TEXT: Based upon approved outline (draft attached).

GRAPHICS: As noted in outline — in addition to the "technical
%raphms" noted in the outline, it would be ideal to have some
ther graphics to "liven up" the booklet.

TYPESETTING: DCRA 'leading . edge [note: Wayne Longacre s
presently in Anchorage to fix our leading edgé — hopefully we
can R_et it up and running and staff tramed “so it may be ‘used
In this Instance].

FOOTNOTES/REFERENCES; These will be used extensively to keep
the size of publication to the desired level.

STYLE:  The publication will be written in a non-technical
fashion.

DCRA PHILOSOPHY IN ADDRESSING THIS MATTER: recognize the need
for ’oo]mcally acceptable proposals, yet be cognizant that
resolution of " certain problems is not likely without some
compulsory action.  We Dbelieve that regional government
fultills "a legitimate function and that the establiShment of
organized boroughs throughout the state will result .in
henefits to bofh the sfate and Jlocal residents. To bhe
accepted by  the residents, regional governments must serve
useful functions as defined by them and the state. To this
end, we believe that a home rule borough is the hbest vehicle
to address the needs of the state and regions. Accordingly,
the report will focus on home rule borough options.

COMMENT ON REQUIREMENTS OF CH 95, SLA 1987: Direction from
the legislature was, in part, to "conduct public hearings . . .
. and “report back to the fegislature by  January 1, “1988".

Decisions will be made in conjunction ‘with thé House and
Senate C&RA Commjttees and Representative Larson rePardln(_z
what, if any, hearlngs DCRA will "conduct. It is possible tha
Ie%lslatwe teleconférence hearings will be conducted on this
matter in early January, 1988.



OUTLINE Uwnitl 1

FOR DISCUSSION PURPOSES ONLY

INTRODUCTION
A REASONS FOR THE REPORT

1. Ieg|slat|ve dlrectlve for DCRA to "examine issues in
form|ng %lona municipal governments and report back
to the” legislature.

2. interest being expressed in the  topic of regional
overnment by residents of many regions (Aleutians East
orough Northwest Arctic Borou Southwest Region

REAA Dorough study, Prince William Sound borough study,
Interest in considering borouqhs Copper River “Area and
Lower Yukon regions, ~ possible annexation by Mat—Su
Borough annexat|on ﬁroposal from City of D|H|n%han1
interést 1s also being expressed by others in ¢ ang|n%
the structure of reg|ona| service delivery (SSHB 1,

1);
B STATEMENT OF WHAT WILL BE ACCOMPLISHED BY THE REPORT

1. prOV|de a better understanding of a)  the structure of
unic |paI government, and b) service delivery to

T r% ﬁted areas in Alaska, with focus on prdblems
0
p

ni
acin
ffer concepts to be considered for addressing these
roblems.

BACKGROUND

A DESCRIPTION OF PRESENT STRUCTURE OF SERVICE DELIVERY

1. Education - municipal school districts vs REAAs;

2. PIann|ng/pIatUng/zornn§ minj boroughs
2nd class cities vs. CSRA s ttlng), formal
planning for non- coastalreg|ons

3. Other services - simple narrative discussion of broad
powers of local  governments vs. description of how
services are provided to unincorporated areas. (revenue
sharing, grants to unincorporated communities, VPSO

program, traditional/IRA councils, non-profit
corporations  (discuss  concerns  previously aised
regarding  euse of such organizations e,

non-democratic” institutions, unceftain longevity . of
some organizations, creates competition among entities
insame community for fund|ng Alaska laws “concerning
non-profit corporaﬂons constitutional authority).

Graphic: table win owers exercised Dby regional
’ govgrnments ?n AIas& g P y Teg



OUTLINE

REPORT ON THE UNORGANIZED BOROUGH FOR DISCUSSION PURPOSES
PAGE TWO
B CHARACTERISTICS. CONCERNING THE PRESENT STRUCTURE OB
SERVICE DELIVERY

C
1. Examples: 2/3 of Alaska lies  in the Unorganized
gh; 12 boroughs and 21 "mini-boroughs" exist; less
of the state's population™ Jives in the
~ Borough outside of first class and home

able  providing data of characteristics of
borouqhs, mini-boroughs and Unorganized Borou%h
( , REAA) ° showing  incone,  employment,
population, “student population, race, property values,
fisheries values, sales taxes.

° Graphic:  map __of the state _ showing. boroughs,
mini-boroughs, REAAs, trans-Alaska Oil Pipeline.
|11, CLEAR STATEMENT OF THE ISSUES/PROBLEMS
A Unequal distribution of resourcese"belonging” to a
c

Alaskans has hindered development of optimum lo
government structure throughout the state.

[
al

B State budget cuts and other issyes are forcing a
.reevaluation of service delivery methods;

Inequities in the delivery of services;

Inefficiencies in delivery of services;

Need/opportunity to enhance basic services.

MmO O

Need/opportunity to deve,IoP a better system of service
delivery (i.e. ~through intermediary bétween state apd
community; " both to “represent thé ipterests of the
region's people and to deliver services)

V. OPTIONS FOR DECISION MAKERS -
A STATUS QUO

1. List weaknesses of this structure
a. |,ne?u,|t_|es in service delivery;
b. inefficiencies in service delivery;
c. abyse of the system;
d. public perceptions;
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2. Conclusion stating why DCRA doesn't support this option.

B CREATION OF BOROUGHS WHICH HAVE ONLY EDUCATION POWERS
(IN EFFECT, GIVING TAXING POWER TO REAAS)

1. List weaknesses with this concept , , ,
a. while it addresses problems associated with option
A, it is inflexible In that it doesn't address other
service needs of regions/communities;.

2. Conclusion stating why DCRA doesn't support this option,
C CREATE 3RD CLASS BOROUGHS IN THE UNORGANIZED BOROUGH

1. List weaknesses with this concept. , _
a. while it addresses problems associated with option A

and. option B, we Dbelieve there are more preferred
options;
2. Conclusion stating why DCRA doesn't support this option.

D CREATE 1ST OR 2ND CLASS BOROUGHS "IN THE UNORGANIZED
BOROUGH

1. List weaknesses with this concept. , ,

a. while it addresses problems associated with option A
and. option B, we bDbelieve there are more preferred
options;

Conclusion stating why DCRA doesn't support this option.

CREATE HOME RULE BOROUGHS IN THE UNORGANIZED BOROUGH

DCRA supports this concept;

Provides opportunity for maximum flexibility and local
control;

3. Regional administration/service ?,rovmon (resultmq In
economies of scale and better Tfiscal accountability);
place strong emphasis on, the point that cities aren't
necessary for service delivery within a borough;

4. Relationship with Tribal entities (identify_and use
tribal entities - provide meamanul role. "This would

make regional governmeqpt more culturally acceptable in
some areas of the state

5 Transfer substantial responsibility of and funding for

direct provision of services from the state to regional
governments;
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6. Advantage to everyone to have intermediate level of
government throughout the state;

7. Examine limitations on home rule governments to
determine v/hether amendments may be appropriate.

V.  IMPLEMENTATION

A PROVIDE A STRUCTURE TO ENSURE THAT ALL SUCH BOROUGHS
ARE FINANCIALLY VIABLE

1. DCRA bhelieves that there are a number of options which
could be used to ensure that every region in the state
has sufficient financial resources to provide a minimum
level of services. The purPose of this report is  not
to examine or even Present he concept of such options

- to do so would detract from the purpose of the report
discussed earlier.

B ESTABLISH STANDARDS WHICH WOULD TRIGG
OF A PARTIAL BURDEN FOR THE FINANCING

1. This could be done through mandating ,borou%hs
throughout the wunorganjzed Dborough, but “usin he
triggér to determine” when, and t0 what extent, the
?oro*ghs.would have to undertakesome responsibility
or funding of services.

2. Alternatively, a _mechanism could be set up  for the
Local Boundary Commission to formally consider the

compulsory incorporatiopn of a horough “once a region
attained a certain standard.

3. Example of factors which might be wuysed to set such

IB THE ASSUMPTION

ateatncﬂsd_s include the following (discuss in  some

a. thevalue of taxable real and personal property;

b. thevalue of taxable sales transactions;

¢. thevalue of fisheries resources; _

d. the o,RuIatlon of the region (i.e. when it reaches a
certain threshold); o ,

e. éﬂg“pi%pttélatmn as a percentage within city school

0 INSERE TABLE SIgOWING WHICH REAAs MIGHT BE AFFECTED
BY EACH OF THE STANDARDS



OUTLINE

REPORT ON THE UNORGANIZED BOROUGH

PAGE FIVE

VI.

C RESOLVE BOUNDARY IDIOSYNCRASIES

1. In conjunction, Wrth an
the organrzatron
appropriate

FOR DIStUSSIOH PURPOSES ONLY

ocess which will bring about
Unorganized Borough, S

|d|osyncrasres |n

current boundaries.  (e.g. it may
aﬁproprrate for the fo annexations KIukwan and
Skagway Port Alexander to . the
City and Borough of etIakatIa to the Ketchikan
Gat ){ portrons REAAs 6/7 to the
Bris Bay Boroug ).

D OTHER OPTIONS/ISSUES RELATING  TO  REGIONAL  GOV'T
STRUCTURE

1. State Income Tax Credit; the event that an income
tax is reenacted, done in a manner which
provrdes greater urt()! to aII Alaskans with respect
to the financial en of government.  For
example, an individual g $50,000° in Alaska might
have 'a $2,000 state income tax liability. However, "if
that person paid $850 in municipal taxes, tnat amount
would credited the income tax
liabili ty, resultrng income  tax payment of
il 150. ° An_Alaskan $50,000 but whd paid no

. Alaska municipal to pay the full
$2,000 income ‘tax.

2. Examine Formulas for Funding to determine whether they
are equitable;

3. |n the event’ that some action not taken to brrnd
ab regronal government significan
?o trons Unorganrzed Borough he
ol owrn remedy some of the
pro Iems P
a. examine/modify sifications  of  certain
existin rganized Borough.  Some
first class cities organized Borough (which
are b ! nsibilities of ‘education
and functrons) reIatrver small
oo ulations; .some second class cities (which escape

h opulations;
b. munrcrpal AAs which have student
enrollments standard = might De

gt lled
er to meet

CONCLUSION

standard

djacent school districts in



P.O. Box Y. Stale Capitol
Juneau, Alaska 99811-3100
Mail S;op 3100
(907) 465-3991

October 9, 1987
MEMORANDUM
TO: Representative HenrySpringer
ATTN: David Harrison

FROM: Karen Oakley
Legislative Analyst

RE: Creation of Boroughs: Full Taxable Value and Effects on Public
School Finance
Research Request 88.041

You asked us to provide a rough estimate of the amount of property tax
revenue that could, in theory, be generated within each third class borough

proposed to be created under House Bill 1 and to determine how HB 1 would
affect the financing of public schools within the new boroughs and within

the state. You asked that we also discuss whether the amount of potential

revenue justified the costs to collect the taxes and to evaluate the abil—
ity of residents in each new borough to pay such taxes.

In summary, we found:

Under HB 1, 22 rural -education attendance areas (REAAs) and 21

city school districts would be reorganized into 20 third class bor—
oughs. Of these new boroughs, 12 would be created from REAAs alone,

and eight would be created from combining city districts with their
surrounding REAA.

The total taxable value of property 1in the proposed boroughs 1i

about $7.5 billion; the majority (78 percent) of this value is de—
rived from the areas through which the TransAlaska Pipeline passes.

In comparison, the taxable value of property in existing boroughs 1is
$48 billion.

The "required local effort” for public education in the proposed
boroughs would total $19 million--given FY 88 basic need values.
About $11 million of this local effort would be generated by prop—
erty in REAAs that has not previously been taxed at the local level.
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Given FY 88 basic need values, "required local effort” in the pro—
posed boroughs would result in a $13.4 million reduction in the
total amount of State foundation aid. This "savings"™ could be used
to reduce the General Fund contribution to public education or could
be used to increase the percentage of basic need funded by the State
for all school districts.

Because local property taxes are taken as a credit against State oil

and gas property tax liability and because the TransAlaska oil pipe—
line accounts for over half of the taxable property value of the
proposed boroughs, the net savings of General Fund moneys from re—
quiring a local effort for education in the REAAs will be on the
order of $3 million.

The costs to institute a conventional property tax 1in the proposed
boroughs would most likely be prohibitive.

The per capita personal income in the proposed boroughs 1is less than
in the existing boroughs. More work 1is required to assess the abil—
ity of residents in the proposed boroughs to pay property taxes.

Background

Under Sponsor Substitute for House Bill 1, all regional education atten—
dance areas would be converted into third class boroughs (attached). The

REAAs are school districts within the unorganized borough. The legislature

is responsible for provision of services within the unorganized borough,

and the REAAs are "special service districts” (AS 29.03.020) created by
the legislature in 1975 to "allow for maximum local participation and re—
sponsibility” for education in rural Alaska. The REAAs are distinguished

from the two other kinds of school districts--city and borough districts--

by their inability to levy taxes. City and borough school districts must

raise money locally to help support their schools; this is generally done

through the taxation of property. The REAAs cannot tax, thus, they cannot

raise money locally to help support schools.

A third class borough 1is an unincorporated general 1law municipality that
has area-wide power for education and tax assessment and collection; these
are the only area-wide powers that a third class borough may exercise.
Currently, there is only one third class borough--the Haines Borough.

1Third class boroughs may acquire other powers not prohibited by law,
but the powers may be exercised only within a service area (AS 29.35.220).
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House Bill 1 also provides that each city school district within the bound—
ary of a REAA would become part of the new borough school district. Two or
more REAAs would be allowed to combine to form a single borough. The ini—
tial assembly of each borough would consist of seven members elected at
large and would provide for the form of representation, composition and
apportionment of the assembly.

House Bill 1 would require that residents of rural Alaska help pay for
local schools in the same way that residents 1in cities and boroughs are
required to do. There are essentially two formulas for determining the
amount of State aid school districts receive--one which applies to city and
borough districts and one which applies to REAAs. Each city and borough
district must raise an amount equal to the lesser of a four millage rate
tax on 1its full and true property value or 35 percent of its basic need; 1ip
public school parlance, this 1is known as the required Jlocal effort.
The amount of State aid a district receives is determined by subtracting
the required local effort (and 90 percent of its federal aid) from its
basic need. Since REAAs are not required to make a local effort, the REAAs
receive more of their basic need from the State than city and borough dis—
tricts do. By requiring the rural districts to make a local contribution
to the costs of education, HB 1 would affect both the total amount of State
foundation aid and its distribution among districts.

Although the primary purpose of HB 1 relates to equity of public school
finance within the state, HB 1 would have other important ramifications.
The wunorganized borough would be abolished, and the legislature would no
longer have the responsibility to provide governmental services in these
rural areas. In addition to the REAAs, the legislature has created coastal
resource service areas and housing districts within the unorganized bor—
ough, and it is unclear at this point how the functions of these areas
would be affected by HB 1. We will not discuss these issues further in
this memorandum, but we want to point out that HB 1 will affect a broad
range of issues related to local government in rural Alaska.

APursuant to AS 29.20.300(b), the assembly 1is the school board for a
third class borough.

AThe "basic need"” of each school district is determined by
multiplying the area cost differential by the number of instructional units
by the instructional unit value.
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Configuration of School Districts Under HB 1

Currently, Alaska 1is divided into 55 school districts; 12 borough dis—
tricts, 21 city school districts and 22 REAAs. House Bill 1 would affect

all 22 REAAs and all 21 city school districts. All of the REAAs would

become a borough or be part of a borough, and all 21 of the city districts

would be subsumed into a borough. Figure 1 shows the areas of the state

that would be reorganized under HB 1. Table 1 shows a likely combination

of REAAs and city districts under HB 1. The bill provides that the new
boroughs will be formed based on the REAAs existing in 1982. The Kashuna-

muit and Yupiit REAAs were formed after 1982, thus we have assumed that

these REAAs would be subsumed into their surrounding REAAs. Assuming that

no REAAs choose to combine, there would then be 20 new third class borough

school districts--eight of these would result from the combination of city
districts and their surrounding REAAs and 12 would consist of former REAAs

alone. Thus, under HB 1, Alaska would be divided into 32 school

districts--all organized at the borough level.

Property Values in the Proposed Third Class Boroughs

The full value of taxable property in the proposed third class boroughs 1is
listed in Table 2. The values are rough approximations determined by Mike
Worley, State Assessor, Department of Community & Regional Affairs, in
April 1987. Table 2 also compares the taxable values on a per student
basis of the proposed boroughs to the per student values of the existing
boroughs. Table 3 provides a breakdown of the taxable values of the bor—
oughs that would be created by combining city districts with their surround—
ing REAAs. In Table 4, the values of the existing and proposed boroughs on
a per student basis are ranked.



FIGURE 1. Areas proposed to become third class boroughs under House Bill No. 1.
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TABLE 1. PROBABLE CONFIGURATION OF RURAL EDUCATION ATTENDANCE AREAS (REAAS) AND CITY SCHOOL DISTRICTS
INTO THIRD CLASS BOROUGHS UNDER HOUSE BILL 1

REAAs with no city school districts
within their boundaries

Adak

Alaska Gateway
Annette Island
Copper River
Delta Greeley
Iditarod

Kuspuk

Lake end Peninsula
Lower Kuskokwim (and Yupiit)**
Pribilof

Railbelt

Yukon Flats

REAAs that will be combined with city school districts
within their boundaries

This REAA: Will absorb these city districts:

Aleutian Region Sand Point, King Cove, Unalaska

Bering Strait Nome

Chatham Y akutat, Pelican, Hoonah, Skagway

Chugach Cordova, Valdez

Lower Yukon St. Hary's, Kashunamiut REAA**

Southeast Island Kake, Petersburg, Wrangell, Klawock, Craig,
Southwest Region Dillingham

Y ukon-Koyukuk Tanana, Galena, Nenana

** House Bill 1 provides that the REAAs in existence in 1982 will form the basis of
the new third-class boroughs. We therefore assume that the two REAAs that were formed after
1982 will be abso-bed into their surrounding REAAs. Thus, Lower Kuskokwim will absorb the
Yupiit REAA and the Lower Yukon will absorb the Kashunamiut REAA

Prepared by the House Research Agency, October 1987, (88.041A; 08038703).

Hydaburg



TAEE 2. FRARY WWLES 0F FROED THRD AASS BIRAUG-S COMPARD TO VALLES 0F EXSTING

BIRAGS

SCHOOL DISTRICT

PROPOSED THIRD-CLASS BOROUGHS

No City Districts Within

Adak

Alaska Gateway
Annette Island
Copper River
Delta Greeley
Iditarod

Kuspuk

Lake and Peninsula
Lower Kuskowkim
Pribilof
Railbelt

Yukon Flats

Sub-total

Combined with City Districts

Aleutian Region
Bering Strait
Chatham

Chugach

Lower Yukon
Southeast Island
Southwest Region
Yukon-Koyukuk

Sub-total

TOTAL--PROPOSED BOROUGHS

FULL TAXABLE
VALUE

$ 0
45,527,741

0
1,198,725,880
813,113,635
23,481,360
19,839,960
30,546.520
321,017,461
14,153,160
30,176,160
1,035,432,040

$3,5632,013,917

$206,485,320
240,477,297
131,333,718
1,841,524,122
89,378,063
358,683,415
157,571,260
934,498,200

$3,959,951,395

$7,491,965,312

AVERAGE DAILY
MEMBERSHIP

(ADM)

602
511
421
561
1,019
384
350
354
2,859
156
366
372

7,955

501
2,006
934
1,257
1,587
2,212
933
984

10,414

18,369

VALUE
PER

0

89,095

0
2,136,766
797,953
61,149
56,686
86,290
112,283
90,725
82,449
2,783,419

$443,999

$412,146
119,879
140,614
1,465,015
56,319
162,153
168,887
949,693

$380,253

$407,859



TABLE 2.

BOROUGHS
Continued

PROPERTY VALUES O PROPOSED THIRD CLASS BOROUGHS COVPARED TO VALUES OF EXISTING

FULL TAXABLE  AVERAGE DAILY VALUE
SCHOOL DISTRICT VALUE HEHBERSHIP PER
(ADH) ADH

EXISTING BOROUGHS
Anchorage 19,343,356,800 39,748 486,650
Bristol Bay 101,541,000 219 464,081
Fairbanks 4,726,913,900 7,895 366,570
Haines 97,621,600 352 277,492
Juneau 1,688,992,300 4,609 366,447
Kenai 3,905,341,700 8,178 477,525
Ketchikan 904,384,100 2,474 365,585
Kodiak 552,447,400 2,253 245,216
Mat-Su 2,716,755,900 8,668 313,427
North Slope 13,570,786,300 1,152 11,785,312
Northwest Arctic 235,045,200 1,547 151,897
Sitka 441,175,000 1,590 277,469
~~EXISTING BOROUGHS $48,284,361,200 83,685 $576,981
TOTAL--ALL SCHOOL DISTRICTS 555,776,326,512 102,054 $546,540

Notes:

1. Full taxable value determinations for the proposed boroughs were prepared by the State
Assessor with the Department of Community and Regional Affairs, Awpril 14, 1987. Values for
existing boroughsare from Alaska Taxable 1986 (Volume XXVI).

2. Average daily membership is the nunber of students reported to be in attendance
during the first count period in FY 87.

Prepared by the House Research Agency, October 1987, (88.041B; 08038703).



TAHE 3. ARHRIY VWLES 0F FROFCED THRD GASS BIRAUG-S FIRVD BY COMBNING ATY DISTRCTS
WTH THER S.IRRONONG RIRAL EDUCATION ATTENDANCE ARRA (REAA)

FULL TAXABLE PERCEHT OF  AVERAGE DAILY PERCENT OF VALUE
PROPOSED BOROUGH VALUE TOTAL BOROUGH HEHBERSSHIP  TOTAL BOROUGH PER
VALUE (ADH) ADH ADH
Aleutian Region
Sand Point $74,641,100 36 118 24 $632,552
King Cove 24,391,400 12 133 27 183,394
Unalaska 95,564,500 46 159 32 601,035
Area outside cities 11,888,320 6 91 B 130,641
Total 206,485,320 501 412,146
Bering Strait
Nome 151,635,000 63 782 39 193,907
Area outside cities 88,842,297 37 1,224 61 72,584
Total 240,477,297 2,006 119,879
Chatham
Y axutat 18,136,700 14 157 17 115,520
Pelican 14,987,400 1 54 6 277,544
Hoonah 29,237,500 22 234 25 124,947
Skagway 59,036,600 45 137 15 430,924
Area Outside Cities 9,935,518 8 352 38 28,226
Total 131,333,718 934 140,614
Chugach
Valdez 1,693,326,700 92 695 55 2,436,441
Cordova 123,982,300 7 432 34 286,996
Area Outside Cities 24,215,122 1 130 10 186,270
Total 1,841,524,122 1,257 1,465,015
Lower Yukon
St. Hary's 4,451,200 5 101 6 44,071
Kashunamiut REAA 9,445,343 1 172 n 54,915
Area Outside Cities 75,481,520 84 1,314 83 57,444

Total 89,378,063 1,537 56,319



TABLE 3.

WITH THEIR SURROUNDING RURAL EDUCATION ATTENDANCE AREA (RE/'AT

Continued

PROPOSED  BOROUGH

Southeast Island
Kake
Petersburg
Wrangell
Klauock
Craig
Hydaburg
Area Outside Cities
Total
Southwest Region
Dillingham
Area Outside Cities
Total
Y ukon-Koyukuk
Tanana
Galena
Nenana

Area Outside Cities

Total

TOTAL--CITY DISTRICTS

TOTAL-AREA OUTSIDE CITIES

(REAAS)

TOTAL--CITY/REAA BOROUGHS

Notes:

FULL TAXABLE
VALUE

12,108,400
135,355,400
108,670,500

5,841,100

37,304,700

13,417,700

45,985,615

358,683,415

107,515,700

50,055,560

157,571,260

11,755,200
20,106,900
18,099,500
884,536,600

934,498,200

$2,713,579,885

1,246,371,510

$3,959,951,395

PERCENT OF  AVERAGE DAILY

TOTAL BOROUCH
VALLE

38
30

10

13

68

32

95

69

31

MEMBERBSHIP
(ADH)

196
601
494
162
231
107
421

2,212

461

472

933

81
167
123
613

984

5,204

5,210

10,414

PROPERTY VALUES OF PROPOSED THIRD CLASS BOROUGHS FORHED BY COMBINING CITY DISTRICTS

PERCENT OF
TOTAL BOROUGH
ADH

27
22

10

19

49

51

17
13

62

50

50

1. Full taxable value determinations for the proposed boroughs were prepared by the State

Department of Community and Regional A ffairs, April

14, 1987.

2. Average daily membership is the number of students reported to be in attendance
during the first count period in FY 87.

Prepared by the House Research Agency, October 1987,

(88.041C; 08038703).

VALUE
PER

61,778
225,217
219,981

36,056
161,492
125,399
109,229

162,153

233,223

106,050

168,887

145,126
120,401
147,150
1,442,963

949,693

521,441

239,227

$380,253



TABLE 4.

SCHOOL DISTRICT

North Slope
Yukon Flats
Copper River
Chugach

Y ukon-Koyukuk
Delta Greeley
Anchorage

Kenai

Bristol Bay
Aleutian Region
Fairbanks

Juneau

Ketchikan

Hat-Su

Haines

Sitka

Kodiak
Southwest Region
Southeast Island
Northwest Arctic
Chatham

Bering Strait
Lower Kuskowkim
Pribilof

Alaska Gateway
Lake and Peninsula
Railbelt

Lower Yukon
Iditarod

Kuspuk

Annette Island
Adak

Notes:
Full taxable value determinations for the proposed boroughs were prepared by the State

1.

2.

Prepared by the House Research Agency, October 1987,

Assessor, Department of Community A ffairs, April 14, 1937.

FULL TAXABLE
VALUE

513,570,786,300
1,035,432,040
1,198,725,880
1,841,524,122
934,498,200
813,113,635
19,343,356,800
3,905,341,700
101,541,000
206,485,320
4,726,913,900
1,688,992,300
904,384,100
2,716,755,900
97,621,600
441,175,000
552,447,400
157,571,260
358,683,415
235,045,200
131,333,718
240,477,297
321,017,461
14,153,160
45,527,741
30,546,520
30,176,160
89,378,063
23,481,360
19,839,960

0

0

AVERAGE DAILY
MEMBERSHIP
(ADH)

1,152
372
561

1,257
984

1,019

39,748

8,178
219
501

12,895

4,609

2,474

8,668
352

1,590

2,253
933

2,212

1,547
934

2,006

2,859
156
511
354
366

1,415
384
350
421
602

VALUE
PER
ADH

$11,785,312
2,783,419
2,136,766
1,465,015
949,693
797,953
486,650
477,525
464,081
412,146
366,570
366,447
365,585
313,427
277,492
277,469
245,216
168,887
162,153
151,897
140,614
119,879
112,283
90,725
89,095
86,290
82,449
63,165
61,149
56,686

0

0

Values for

existing boroughs are from Alaska Taxable 1986 (Volume XXVI).

Average daily membership is the number of students reported to be in attendance
during the first count period in FY 87.

(88.041D; 08038703).

BOROUGH TYPE

UNDER HOUSE BILL 1

Existing
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
Existing
Existing
Existing
3rd class--REAA
Existing
Existing
Existing
Existing
Existing
Existing
Existing
3rd class--REAA
3rd class--REAA
Existing
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA
3rd class--REAA

only
only
and city districts
and city districts
only

and city districts

and city districts
and city districts

and city districts
and city districts
only
only
only
only
only
and city districts
only
only
only
only

EXISTING BOROUGHS AND PROPOSEO THIRD CLASS BOROUGHS RANKED BY TAXABLE VALLE PER AVERAGE DAILY MEMBERSHIP (ADM)

combined
combined

combined

combined
combined

combined
combined

combined
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The following comments can be made about the taxable property in the pro—
posed boroughs:

Two of the proposed boroughs--Adak and Annette Island--consist en—
tirely of federal land and therefore have no taxable property.

The total taxable value of property in the proposed boroughs 1is
roughly $7.5 billion. In comparison, the total taxable value of

property in existing boroughs is 548 billion.

The per student taxable value for the five proposed boroughs through
which the TransAlaska Pipeline travels compares favorably with the
values of existing boroughs. Other proposed boroughs have less
taxable value than existing boroughs.

Approximately 70 percent of the taxable value of the boroughs formed
by combining city districts and REAAs 1is derived from the city dis—
tricts. In only two of the eight boroughs that would be formed 1in
this manner--Lower Yukon and Yukon-Koyukuk--does the value of prop-—
erty in the REAA exceed the value in the affected city districts.

Public School Finance in the Proposed Boroughs

In 1987, the legislature enacted a new and relatively uncomplicated method
to calculate the amount of State aid that schooldistricts will receive.
However, this new method will be gradually implemented during the next
three fiscal years. For simplicity, we have chosen to use the formula that
will be in effect after this transition period. Under this formula, State
aid 1is equal to the basic need of the district minus required local effort
and minus ninety percent of the federal aid received by the district under
Public Law 81-874. Required local effort is whichever 1is less: the amount
that would be raised by a four mill property tax or 35 percent of basic
need.

Table 5 shows the calculation of State foundation aid for the proposed
boroughs based on the property values discussed above and on the basic need
and federal aid values for FY 88. Table 6 provides a breakdown of the
finances of the boroughs that would be created by combining the REAAs and
city districts. A four mill tax would raise a total of $29.8 million from
these proposed boroughs. However, the actual amount that would be paid by
these boroughs in required local effort is only $19 million, because for
four of the five "pipeline" boroughs, 35 percent of basic need is less than
the amount that could be generated by a four mill tax. Of the $19 million
that would be generated in local effort by the new boroughs, $11.2 million
would be generated by the previously untaxed property in the REAAs.
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PROPOSED THIRD-CLASS BOROUGHS

SCHOOL DISTRICT

No City Districts Within

Adak

Alaska Gateway
Annette Island
Copper River
Delta Greeley
Iditarod

Kuspuk

Lake and Peninsula
Lower Kuskowkim
Pribilof
Railbelt

Yukon Flats

Sub-total

Combined with City Districts

Aleutian Region
Bering Strait
Chatham

Chugach

Lower Yukon
Southeast Island
Southwest Region
Yukon-Koyukuk

Sub-total

TOTAL--PROPOSED BOROUGHS

Notes:

1.

2.

Calculation of revenue possible under a 4 mill property tax based on full
by the Department of Community and Regional A ffairs, April

4 HILLS

SO
182,111
0
4,794,904
3,252,455
93,925
79,360
122,186
1,284,070
56,613
120,705
4,141,728

14,128,056

825,941
961,909
525,335
7,366,096
357,512
1,434,734
630,285
3,737,993

15,742,240

$29,870,296

35 PERCENT
OF
BASIC NEED

$1,395,870
1,741,320
887,040
1,735,230
2,059,470
1,782,270
1,696,590
2,014,740
12,535,320
641,340
1,130,850
2,041,200

28,265,370

2,125,830
7,162,680
2,617,440
2,873,850
6,148,590
5,680,290
3,415,860
3,939,180

33,963,720

REQUIRED LOCAL EFFORT

PAID

SO

182,111
0
1,735,230
2,059,470
93,925
79,360
122,186
1,284,070
56,613
120,705
2,041,200

7,774,869

825,941
961,909
525,335
2,873,850
357,512
1,434,734
630,285
3,737,993

11,347,559

$19,122,428

BASIC NEED
IN
Fy 88

$3,988,200
4,975,200
2,534,400
4,957,800
5,884,200
5,092,200
4,847,400
5,756,400
35,815,200
1,832,400
3,231,000
5,832,000

80,758,200

6,073,800
20,464,800
7,478,400
8,211,000
17,567,400
16,229,400
9,759,600
11,254,800

97,039,200

ELIGIBLE
PL 81-874
(FY 88)

$1,792,632
626,551
1,406,836
398,113
1,042,286
849,651
1,213,011
1,036,848
6,976,279
602,751
116,468
703,866

14,972,660

587,130
4,282,033
1,030,166

209,030
5,195,221
1,227,515
2,097,021
2,120,843

16,748,959

$31,721,619

Basic need and eligible PL 81-874 values are from the Department of Education for FY 88.

Prepared by the House Research Agency, October 1987, (88.041E; 08038703).

STATE FOUNDATION AID

UNDER

UNDER

STATUS QUO  HOUSE BILL 1

$2,374,831
4,411,304
1,268,248
4,599,498
4,946,143
4,327,514
3,755,690
4,823,237
29,536,549
1,289,924
3,126,179
5,198,521

69,657,637

4,766,995
16,004,430
6,065,658
6,151,654
12,836,115
13,873,845
7,442,218
9,146,195

76,287,110

$145,944,747

taxable value determinations
1987 (see Table 2).

$2,374,831
4,229,193
1,268,248
2,864,268
2,886,673
4,233,589
3,676,330
4,701,051
28,252,479
1,233,311
3,005,474
3,157,321

61,882,768

4,719,442
15,649,061
6,025,916
5,149,023
12,534,189
13,689,903
7,241,996
5,608,049

70,617,578

$132,500,346

CHANGE IN STATE AID

IN DOLLARS AS A PERCENTAGE
OF AHOUNT RECEIVED

BY THE REGION

UNDER THE STATUS QUO

%0 0.0
(182,111) 4.1
0 0.0
(1,735,230) 37.7
(2,059,470) -41.6
(93,925) 2.2
(79,360) -2.1
(122,186) 2.5
(1,284,070) -4.3
(56,613) -4.4
(120,705) -3.9
(2,041,200) *39.3
(7,774,869) 112
(47,553) +1.0
(355,369) 2.2
(39,742) 0.7
(1,002,631) -16.3
(301,926) 2.4
(183,942) -1.3
(200,222) 2.7
(3,538,147) -38.7
(5,669,532) 7.4
($13,444,401) 9.2
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REQUIRED LOCAL EFFORT STATE FOUNDATION AID CHANGE IN STATE AID

PROPOSED BOROUGH 35 PERCENT ACTUAL BASIC NEED ELIGIBLE UNDER UNDER IN DOLLARS AS A PERCENTAGE
4 MILLS OF AVOUNT IN PL 81-874 STATUS QUO  HOUSE BILL 1 OF AHOUNT RECEIVED

BASIC NEED PAID FY 88 BY THE REGION

UNDER STATUS OUO

Aleutian Region

Sand Point 5298,564 $467,460 $298,564 $1,335,600 $0 $1,037,036

King Cove 97,566 488,250 97,566 1,395,000 138,006 1,173,229

Unalaska 382,258 544,740 382,258 1,556,400 154,473 1,035,116

Area outside cities 47,553 625,380 47,553 1,786,800 294,651 1,521,614

Total 825,941 2,125,830 825,941 6,073,800 587,130 4,766,995 4,719,442 (47,553) -1.0

Bering Strait

Nome 606,540 1,808,520 606,540 5,167,200 82,724 4,486,208
Area outside cities 355,369 5,354,160 355,369 15,297,600 4,199,309 11,518,222
Total 961,909 7,162,680 961,909 20,464,800 4,282,033 16,004,430 15,649,061 (355,369) -2.2
Chatham
Y akutat 72,547 420,000 72,547 1,200,000 56,386 1,076,706
Pelican 59,950 232,470 59,950 664,200 0 604,250
Hoonah 116,950 577,290 116,950 1,649,400 190,808 1,360,723
Skagway 236,146 376,320 236,146 1,075,200 0 839,054
Area Outside Cities 39,742 1,011,360 39,742 2,889,600 782,972 2,184,925

Total 525,335 2,617,440 525,335 7,475,400 1,030,166 6,065,658 6,025,916 (39,742) -0.7
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Continued
REQUIRED LOCAL EFFORT STATE FOUNDATION AID CHANGE IN STATE AID
PROPOSED BOROUGH 35 PERCENT ACTUAL BASIC NEED ELIGIBLE UNDER UNDER IN DOLLARS AS A PERCENTAGE
4 MILLS OF AHOUNT IN PL 81-874 STATUS QUO  HOUSE BILL 1 OF AHOUNT RECEIVED
BASIC NEED PAID FY 88 BY THE REGION
UNDER STATUS QUO
Chugach
Valdez 6,773,307 1,375,290 1,375,290 3,929,400 9,495 2,545,565
Cordova 495,929 922,950 495,929 2,637,000 15,603 2,127,028
Area Outside Cities 96,£60 575,610 96,860 1,644,600 183,932 1,479,061
Total 7,366,096 2,873,850 2,873,850 8,211,000 209,030 6,151,654 5,149,023 (1,002,631) -16.3

Lower Yukon

St. Mary's 17,805 476,280 17,805 1,360,800 62,613 1,286,644
Kashunamiut REAA 37,781 681,450 37,781 1,947,000 498,907 1,460,202
Area Outside Cities 301,926 4,990,860 301,926 14,259,600 4,633,701 10,089,269
Total 357,512 6,148,590 357,512 17,567,400 5,195,221 12,836,115 12,534,189 (301,926) -2.4

Southeast Island

Kake 48,434 480,900 48,434 1,374,000 209,395 1,137,111
Petersburg 541,422 1,133,370 541,422 3,238,200 8,155 2,689,439
Wrangell 434,682 974,610 434,682 2,784,600 2,037 2,348,085
Klewock 23,364 460,110 23,364 1,314,600 210,198 1,102,057
Craig 149,219 506,940 149,219 1,448,400 32,973 1,269,506
Hydaburg 53,671 360,150 53,671 1,029,000 0 975,329
Area Outside Cities 183,942 1,764,210 183,942 5,040,600 764,757 4,352,319

Total 1,434,734 5,680,290 1,434,734 16,229,400 1,227,515 13,873,845 13,689,903 (183,942) -1.3
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Continued

REQUIRED LOCAL EFFORT
PROPOSED BOROUGH 35 PERCENT
4 MILLS OF
BASIC NEED

Southwest Region
Dillingham 430,063 1,143,240
Area Outside Cities 200,222 2,272,620
Total 630,285 3,415,860

Yukon-Koyukuk

Tanana 47,021 386,820
Galena 80,428 535,290
Nenana 72,398 606,270
Area Outside Cities 3,538,146 2,410,100
Total 3,737,993 3,939,180

TOTAL--CITY DISTRICTS

TOTAL--AREA OUTSIDE CITIES

TOTAL--CITY/REAA BOROUGHS  $15,839,806 $33,963,720

Notes:

1. Calculation of revenue possible under a 4 mill property tax based on full

ACTUAL

PAID

430,063

200,222

630,285

47,021
80,428
72,398
2,410,800

3,737,993

7,243,299

4,104,260

$11,347,559

by the Department of Community and Regional A ffairs, April 1987.

BASIC NED

FY 88

3,266,400

6,493,200

9,759,600

1,105,200
1,529,400
1,732,200
6,888,000

11,254,800

$97,039,200

ELIGIBLE
PL 81-874

354,651

1,742,370

2,097,021

186,793
443,016
6,566
1,484,468

2,120,843

$16,748,959

2. Basic need and eligible PL 81-874 values are from the Department of Education for FY 88.

Prepared by the House Research Agency, October 1987, (88.041F; 08038703).

STATE FOUNDATION AID

UNDER

UNDER

STATUS QUO  HOUSE BILL 1

2,517,151

4,925,067

7,442,218

890,066
1,050,258
1,653,893
5,551,979

9,146,195

30,687,301

45,599,810

$76,287,11U

taxable value determinations

7,241,996

5,608,049

$70,617,578

CHANGE IH STATE AID

IN DOLLARS AS A PERCENTAGE
OF AVOUNT RECEIVED

BY THE REGION

UNDER STATUS QUO

(200,222) 2.7
(3,538,146) -38.7
($5,669,533) 7.4
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Under HB 1, the amount of State foundation aid--given FY 88 basic need--
would be $13.4 million less than under the status quo. For most of the new
boroughs, the reductions in State aid are on the order of one to four per—
cent, however, for the "pipeline" boroughs, the declines are much greater--
on the order of 40 percent. Importantly, the total revenue available to
each of the proposed boroughs for schools 1is the same under HB 1 and the
status quo; the local effort merely replaces State aid.

The amount of State foundation aid "saved"™ by requiring the REAAs to make a
local efiort--in this scenario, $13.4 million--could be used in two ways:
The State could lower the amount appropriated to the foundation program--
currently about $440 million--by $13.4 million, or the State could continue
to fund the foundation program at the same level. The latter option would
have the effect of increasing the value of an instructional unit and there—
by the basic need of each district. The $13.4 million "savings" would then
be distributed among all districts as the State would be paying for a larg—
er percentage of each district"s basic need relative to the status quo.

Although HB 1 could reduce the amount of General Fund moneys required to
run the foundation program, any savings will be offset by decreases in
General Fund revenue from taxation of the TransAlaska Pipeline under Alaska
Statute 43.56 (Oil and Gas Exploration, Production and Pipeline Transporta—
tion Property Taxes). Under AS 43.56.020(d), municipal property taxes are
credited against the oil and gas property tax liability; thus, for each
dollar raised locally from the pipeline, State General Fund revenue is
reduced one dollar. The pipeline accounts for $3.8 billion of the $7.5
billion full taxable property value of the proposed boroughs, and required
local effort in the five "pipeline" boroughs accounts for $10.2 million of
the $13.4 reduction in State foundation aid that could occur under House
Bill 1. Thus, the net savings for General Fund moneys would be on the
order of $3 million.

Costs of Property Tax Collection

The costs of property tax collection need to be broken into two categories:
1) start up costs; and 2) maintenance costs. To actually carry out the
business of collecting a property tax requires a great deal of preliminary
work: land parcels must be surveyed and mapped; title searches must be
conducted; and property must be inventoried and its value assessed. This
preliminary work 1is a massive undertaking and represents a major initial

At should be noted that the potential revenue from the pipeline tax
is expected to decline over the next few years based primarily on its
depreciation schedule. As the assessed value of the pipeline declines, so
will the potential revenue for these proposed boroughs.
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hurdle to imposition of a property tax. The DCRA has not yet attempted to
quantify the initial costs of a property tax 1in the unorganized borough
relative to HB 1, but the department believes t.hat the start up costs would
be high and would probably not justify the 1imposition of a conventional
property tax at this time.

Some of the start up costs could be born by the organizational grants to
which new boroughs are entitled. Although the DCRA 1is not required by
statute to provide more funding than that specified in AS 29.05.190, DCRA
must assist a new borough in determining their initial property tax assess—
ment roll. In this regard, DCRA staff typically assist the new borough 1in
contracting for the actual assessment work. The DCRA did this most recent—
ly for the Northwest Arctic Borough and concluded that a property tax was
not justified.

State Assessor Mike Worley has suggested that alternative means of taxation
within the unorganized borough be considered. For example, the legislature
could 1impose by statute a formula for taxing property in the unorganized
borough. He noted that there are no other jurisdictions in the United
States similar to rural Alaska, so there are no models after which a uncon—
ventional taxation plan could be fashioned. Unique solutions to the prob—
lem of Ilocal support of education and other governmental services 1in the
unorganized borough will have to be sought.

Ability of Residents of the New Boroughs to Pay Property Taxes

The economies of many of the rural communities that would be affected by
House Bill 1 are based on varying mixtures of subsistence and cash, and

cash in such economies is often of limited availability. Because the
cost-of-living 1in rural communities 1is high, what cash people have 1is in
high demand to meet basic needs such as fuel and other utilities. There

may also be high variability among residents in a community in the degree
to which they participate in the cash economy. To determine the ability of
the residents of each new borough to pay property taxes requires consider—
able study of regional economies, which we will not attempt here.
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As a starting point, we compare per capita personal 1income of each of the
proposed boroughs based on U.S. Bureau of Economic Analysis data for 1983
(see Table 7). These data show that per capita personal 1income 1is
generally lower in the areas affected by HB 1 than in existing boroughs.
These data also show that transfer payments comprise a higher percentage of
total personal income in the regions that have the lowest per capita
personal income. Although rudimentary, these data confirm that in rural
economies based on a mixture of subsistence and cash, cash 1is |less
available and much of the available cash 1is derived outside of the region.
Comparison of the "total personal income"” (Table 7) to the "required local
effort” (Table 5) for each proposed borough shows that there is, overall,
enough cash within each district to meet the tax liability for public
schools; however, we do not know--and have no way of finding out--whether
the individuals who will have the property tax liability are the same
individuals with cash to pay their taxes.

I hope you find this information useful. If we can provide any further
information, please let me know.

Attachment



TARE 7. ARORCHED AD EXSTING BIRAUG-5 RNED By 1983 HER CARITA FRSONAL INDOHE

SCHOOL DISTRICT TOTAL PER TRANSFER PAYHENTS
PERSONAL CAPITA AS A PERCENTAGE SCHOOL DISTRICT
INCOHE POPULATION PERSONAL OF TOTAL PERSONAL UNDER HOUSE BI
(S1,000s> INCOHE INCOHE

North Slope Borough $103,311 4,900 $21,084 10.6 Existing

Juneau 472,684 23,500 20,127 7.3 Existing

Fai rbanks 1,237,542 64,500 19,198 10.0 existing
Anchorage 4,017,400 211,200 19,020 9.4 Existing
Ketchikan 227,852 12,800 17,786 12.4 Existing

Bristol Bay Borough 21,882 1,300 17,422 7.6 Existing

Chugach, Copper River** 150,853 9,000 16,761 12.3 3rd class borough
Kodiak 168,925 10,500 16,050 10.5 Existing
Southeast Island 176,937 11,500 15,390 14.0 3rd class borough
Sitka 121,954 8,000 15,269 13.9 Existing
Aleutian Region 120,223 8,000 15,067 8.3 3rd class borough
Kenai 408,405 27,600 14,814 12.8 Existing

Haines Borough 28,726 2,000 14,144 17.5 Existing
Yukon-Koyukuk, Railbelt** 80,483 5,800 13,982 16.5 3rd class borough
Chatham 51,392 3,700 13,890 17.1 3rd class borough
Kat-Su 360,393 26,900 13,395 13.6 Existing

Yukon Flats 21,755 1,800 12,229 21.4 3rd class borough
Bering Strait 85,754 7,300 11,779 18.4 3rd class borough
Southwest Region, Lake and Peninsula** 51,520 4,600 11,118 15.3 3rd class borough
Alaska Gateway, Railbelt** 65,256 5,900 11,001 16.1 3rd class borough
Northwest Arctic 56,471 5,300 10,716 20.7 Existing

Lower Kuskowim 105,141 10,900 9,666 20.3 3rd class borough
Iditarod, Kuspuk** 21,793 2,900 7,4*.3 29.2 3rd class borough
Lower Yukon 31,524 5,200 6,017 .32.0 3rd class borough

Source: U.S. Department of Commerce, 8ureau of Economic Analysis, "Local Area Personal Income
1978-83. Vol. 9. Farwest Region, Alaska and Hawaii. June 1985.

**For these school districts, the census districts by which the income data were reported did not coincide with the individual school
district boundaries. The income data reported are for the total area represented by the named districts.

Prepared by the House Research Agency, October 1987, (88.041G; 08038703).
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Introduced: 3/13/87 5-0166L

Referred: Community & Regional
Affairs, Health, Education &
Social Services and Finance

IN THE HOUSE BY LARSON AND MENARD

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 1
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act <converting regional educational attendance
areas into third class boroughs; and providing for an
effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. THIRD CLASS BOROUGHS CREATED. (a) The areas within the
boundaries of the regional educational attendance areas formed under
AS 1A.08.031 as of July 1, 1982, become third <class boroughs effective
July 1, 1989. A city school district located within the boundary of a
borough formed under this section is part of that borough®s school dis-
trict.

(b) Two or more regional educational attendance areas may combine to
form a third class borough under this section. The school boards of
regional educational attendance areas that decide to combine to form a
single borough under this subsection shall notify the lieutenant governor
of that decision as soon as possible.

(c) The lieutenant governor shall hold elections for initial assembly
members of boroughs formed under this section no later than June 1, 1989.
The initial assembly of a borough formed under this section shall consist
of seven members elected at large from the borough.The initial assembly
shall provide for the form of representation, composition, and apportion-
ment of the assembly under AS 29.20.060 - 29.20.110.

(d) This section does not apply to a regional educational attendance
area that organizes as a borough before the effective date of this Act,

* Sec. 2. TRANSITION. (a) The Department of Education shall oversee

HB0O0O1B 1- SSHB 1
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and assist the transition from a regional educational attendance area to a

borougn under this Act. On July 1, 1989,

(1) all property of the regional educational attendance area
becomes the property of the borough;

(2) the borough becomes the successor to all contracts and other
obligations, litigation, hearings, and other proceedings involving the
regional educational attendance area that are pending or in effect;

(3) faculty, staff, officers, and employees of the regional
educational attendance area are transferred to the borough.

(b) The term of office of a school board member from a regional
educational attendance area or a city school district described in sec. 1
of this Act ends on the date the election of the assembly members of the

third class borough formed from the regional educational attendance area is

certified.
* Sec. 3. The division of legal services of the Alaska Legislative
Affairs Agency shall prepare a bill conforming the Alaska Statutes to the

changes made by secs. 1 and 2 of this Act. The title of the bill shall be
"An Act relating to the unorganized borough, school districts, and third
class boroughs.™ The bill shall be presented to the House and Senate Rules

Committees for introduction on the first day of the Second Session of the

Fifteenth Alaska State Legislature.

* Sec. 4. Sections 1 and 2 of this Act take <effect on the effective
date of a version of an Act passed by the legislature during the Second
Session of the Fifteenth Alaska State Legislature entitled "An Act relating
to the unorganized borough, school districts, and third class boroughs."

* Sec. 5. Section 3 of this Act takes effect immediately under AS 01.-

10.070(c).

SSHB 1 -2- HB0O0O0O1B
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PREAMBLE

We. the people of the Borough, exercising the powers of Heme Rule .?ranted by the Constitution
of the State of Alaska, in order to provide for local government resgonswe to the will and values of the people
and to the continuing needs of the communities within the borough hereby establish this Home Rule Chafer.

ARTICLE | NAME, BOUNDARIES AND POWERS

Section 101 Name

The borou?.h shall be a municipal corporation known as the . Boroul_ﬁ;h. Whenever it deems it
in the public interest to do so, the borough may use the name. ome Rule Borough.
Section 102 Boundaries

The boundaries oftheborough shall bethe same as the boundaries of the Borough as they

exist on the-date of ratification of this Charter and as those boundaries thereafter are legally modified.

Section 103 Powers

The horough mayexercise allpowers not prohibited by law or this Charter.

Section 104 Intergovernmental relations

The borough may exercise any of its powers or perform any of its functions and may participate in the financ_ing
thereof, jointly or in cooperation, by a?reementwnh any one or mere local governments, the State, or the Unite

States, or any agency or instrumentality of these governments.

ARTICLE n THE ASSEMBLY

Section 201 Powers

The governing body of the borough shall be the Assembly. Except as otherwise provided by law or this Charter,
the Assembly shall exercise all powers of the borough and shall provide for the performance of all duties and

obligations of the borough.

Section 202 Composition

1 The Assembly elected by the qualified voters of the horough shall consist of eleven Assembly members. The
districts are composed as follows:



A. District 1 1 Seat (A)

B. District 2 1 Seat (B)

C. District 3 3 Seats (C, D & E)

D. District 4 1 Seat (F)

E. District 5 5 Seats (G, H, I, J &K)

Section 203 Terms and election of Assembly members
1 Term. Each Assembly member shall be elected to three year staggered terms.

2. Election. Each Assembly member shall be elected at-large by the qualified voters of the borough and shall
be a resident of the district to which the seat they seek is assigned. An Assembly member so elected represents
all the voters of the borough.

3. The Assembly, may. by ordinance, adopt additional procedures pertaining to the nominations and election
of Assembly members,

Section 204 Qualifications

1 Only a qualified voter of the horough, who has been a resident of the borough for at least one year immediately
preceding his or her election or appointment to office, shall be qualified for elective borough office.



2. No .Assembly member may hold any other compensated borough office or employment, or elected partisan
political office, while serving on the Assembly, unless otherwise provided by an ordinance ratified by the voters
of the borough.

3. An Assembly member shall be a resident of the district to which the members seat is assigned at the time
of the members election or appointment.

4. An Assembly member who ceases to be a resident of the district to which the members seat is assigned im-
mediately forfeits his or her office.
Section 205 Vacancies and forfeiture of office

1 The office of an elected horough ofiicial shall become vacant upon death, resignation, removal from office
in any manner authorized by law or by this Churter, or by forfeiture of his or her office.

2. An elected borough official shall forfeit his or her office if he or she:
A. fails to comply with all qualifications prescribed by this Charter:
B. fails to qualify or take office within 30 days after election or appointment:

dm

C. fails toblattend three consecutive reqular meetings of the Assembly without being excused-hy the
Assembly:

D. ti)s dphysically absent from the borough for 90 consecutive days unless excused by the governing
oay,

E. resigns and the resignation is accepted:

F. - is physically or mentally unable to perform the duties of office asdetermined by a two-thirds vote
of the governing body:

G. is convicted of a felony or of an offense involving a violation of the oath ofoffice:
H. is convicted of a violation of AS 1513 State Election Campaigns:
. no longer physically resides in the borough or election district: or
J. violatespublic trust.
(D) proceedings for removal of an elected official for breach of the public trust may be initiated by
a mayorlty of the members of the Assembly. In addition, proceedmﬂs for removal may be initiated by
any duly constituted ethics board. The Assembly by ordinance shall establish procedures for removal
of elected officials for breach of public trust, including provisions for notice, a complete statement
of the charge, a public hearing conducted b){1 an impartial hearing officer, and judicial review. Removal
must be approved by two-thirds of the authorized membership of the Assembly.

3. The Assembly shall by ordinance provide the procedures for filling of vacancies.



Section 2.06 Organization and rules of Assembly

1 The Assembly shall meet immediately following certification of the election. At such meeting, or within seven
days thereafter, the Assembly shail elect from its membership a presiding officer, known as the President and
do such other acts as may be required for its organization and for the conduct of business.

2. The Assembly shall, by ordinance determine its own rules and order of business and snail maintain a journal
of its proceedings as a permanent public record.

Section 207 Compensation

The Assembly, by ordinance, shall provide for compensation of the Assembly members. An increase in compensa-
tion shall not take effect until the Assembly meeting following the regular election after the ordinance has been adopted.

Section 2.08 Meetings

1 The Assembly shall hold at least one regular meeting every month at such time and place as it may”rescribe.
unless otherwise provided by ordinance. ~

2. The Mayor or any three Assembly members maY ¢.-1a special meeting of the Assembly if a majority of the
Assemblg members are given at least 24 hours oral or v.ntten notice and reasonable efforts are made to notify
all members. A sBemal meeting may be conducted with less than 24 hours notice if all Assembly members are
present or if all absent members have waived in writing the required notice. Waiver of notice can be made before
or after the special meeting is held. A waiver of notice shall be made a part of the journal for the meeting.

3. All meetings of the Assembly shall be public and the public shall have reasonable opportunity to be heard.
Closed or executive sessions shall only be held pursuant to law. The mere discussion of persons or finances
shall not he cause for any executive session.

4. Assembly members mag attend meetings of the assembly in person or by teleconference. A majority of the
membership of the assem Ig authorized by this charter shall constitute a quorum. A member disqualified from
voting on a question may be considered present for purposes of constituting a quorum. In the ahsence of a
quorum, any number less than a quorum may recess or adjourn the meeting to a later time or date.

5. Actions of the Assembly are adopted by a majority of the total membership of the body. The final vote of
each member on each ordinance, resolution, or substantive motion shall be recorded “yes" or “no" except that
if the vote is unanimous it may be recorded unanimous.

6. Each Assembly member in attendance at an assembly meeting shall vote on all questions presented at the
meeting, unless prohibited from doing so by this Charter.
Section 209 Prohibitions

1 No elected official of the borough shall hold any other elective public office, or any other borough office or
employment, during his or her term as an elected official of the borough. No elected official of the borough



shall hold any compensated appointive borough office, other than membership on a board or commission, for
a period of one year after vacating his or her elective office.

2. The Assembly shall not recommend or direct the appointment or removal of any officer or employee of the
borough administration except as otherwise provided by this Charter. Except for the purpose of inquiry, neither

the Assembly nor an individual Assembly person may give, either publicly or privately orders on administrative
matters to a subordinate of the Mayor.

3. No Assembly person may represent any client before any borough department or agency.

Section 210 Investigation
1 The Assembly may make investigations into the affairs of the borough and the conduct of any borough depart-
ment. office or agency' and for this purpose may subpoena witnesses, administer oaths, take testimony and require

the production of evidence. Any person who fails or refuses to obey a lawful order issued in the exercise of
these powers by the Assembly shall be quilty of a misdemeanor.

2. The Assembly may by ordinance create boards and commissions pursuant to this section for the purpose
of inquiries and Investigations. The members of such board and commissions shall be appointed by the. Assembly.

Section 211 Clerk and special advisors

1 There shall be a Borough Clerk appointed by the Mayor and confirmed by the A_ssemblK. The clerk shall
attend all Assembly meetings, unless excused, keep a journal of its proceedings, give notice of Assembly meetings
to the members and the public and perform such other duties as may be assigned.

2. The Assembly may appoint special legal and financial advisors for bond issues and shall retain legal counsel
as it requires.

3. There shall be a Borough Attorney appointed by the Mayor and be subject to confirmation by the Assembly.

ARTICLE ffl LEGISLATION

Section 301 Ordinanace form and content
1 All ordinances enacted by the Assembly shall be in substantially the following form:
A. the proposed ordinances shall have a heading and number.

B. title: a short summary of the ordinance's provisions shall be included in a title at the head of the
ordinance. The title shall make reference to any penalties imposed by the ordinance.

C. enacting clause; the enacting clause shall read: "BE IT ENACTED BY THE ASSEMBLY OF THE
NORTHWEST ARCTIC BOROUGH:".

D. substantive part of the ordinance: the provisions of the ordinance will follow the enacting clause.



E. signatures: appropriate places shall be provided tor the signatures of the mayor and the clerk.
F.attestation: the enactmer' and passage date of the ordinance shall be attested by the clerk.

2. Every ordinance shall be confined to one subject unless it is an appropriation ordinance or one codify-
ing, "revising, or rearranging existing ordinances. Ordinances for appropriations shall be confined to ap-
propriations. The subject of each ordinance shall be expressed in the ftitle.

Section 302 Acts required to be by ordinance

1 In addition to other actions required by law to be by ordinancethe Assembly shall useordinances to:
A. establish, alter or abolish borough departments;

B. fix the compensation of members of the Assembly, boards, commissions and committees;

C. provide for a fine or other penalty, or establish rules or regulations for violations of which afine
or other penalty is imposed:

D. provide for levying of taxes;

E. make appropriations and supplemental appropriations or transfer appropriations;
F.grant, renew, or extend a franchise;

G. regulate the rate charged by a borough utility;

H.adopt, modify or rer;])eal the comprehensive plan, zoningandsubdivision  ordinances, buildingand
housing codes, and the official map;

. establish a formal procedure for acquisition from private, state or federal governmentof land or
rights in land and d:-.posal of those lands or rights in land;

J. provide for a comprehensive personnel system, including, but not limited to, re%ulatin? all appoint-
gwents, #orom_otlonsd demotions, suspensions, and removal of borough officers and employees on the
asis of merit; an

K. create or designate itself to be a board of review, adjustment, equalization, or canvassing hoard.

Section 303 Ordinance procedure

1 An ordinance may be presented for consideration by a member or committee of .. .sembly or by the Mayor
at any reqular or special meeting of the Assembly. Upon presentation of an ordinance, copies shall be furnished
to each Assembly member and to the Mayor. Upon presentation, an ordinance shall be re!)ected, deferred, referred
to committee, or accepted as bemﬂ introduced. Promptly after introduction the Assembly shall publish the or-
dinance and a notice setting out the time and ,olace for a public hearing on the ordinance. The pubic hearing
of an ordinance shall follow publication by at least ten days; it may be held at a reqular or special Assembly



meeting and may be adjourned from time to time. At the public hearing copies of the ordinance shall be distributed
to all persons present who request them or. in the alternative, the ordinance shall be read in full. All interested
persons shall have an opportunity to be heard. If the ordinance is amended after the hearing so substantially
as to change its basic character, the ordinance shall be treated as a newly introduced ordinanace. After the hearing,
the .Assembly shall consider the ordinance and may adopt it with or without amendment.

2. Ordinances take effect upon adoption or at a later date specified in the ordinance.

3. As used in this section, "publish" shall mean mailing to each city or village administrator and publication
by such other media as the Assembly shall designate by ordinance, at least ten days before the public hearing.

Section 304 Emergency ordinance

1 To meet a public emergency the Assembly may adopt ordinances effective upon adoption. Every emergency
ordinance must contain a finding by the Assembly that an emergency exists and a statement of the facts upon
which the finding is based. An emergencrordmance may be adopted, amended and adoPIed, or rejected at the
meeting at which it is introduced. The affirmative vote of all members present, or the affirmative vote of three-
fourths of the total membership authorized in this Charter, whichever is less, is required for adoption. The Assembly
must print and make available copies of adopted emergency ordinances.

2. An emergency ordinance may not be used to levy taxes, to grant, renew or extend a franchise, or t£ requlate
the rate charged by a public utility for its services. 7

3. Emergency ordinances are effective for sixty days.

Section 305 Codes of regulation

The Assembly may adopt any standard code of regulations, or any(i)rovisions of the statutes of the State of Alaska,
by reference thereto in an adopting ordinance. Materials adopted by reference under this section need not be
distributed to the public or read at a public hearing, but at least five copies of the materials shall be made
available for public inspection for at least fifteen (15) days before the hearmﬁ for the adopting ordinance. Only
the adopting ordinance need be printed after adoption. The Assembly shall provide for the adopted code to

be sold to the public.
Section 306 Formal acts by resolution

1 Formal acts by the Assembly not reguired by law to be enacted by ordinance andnotbeing acts ofa general
and permanent nature may be adopted by resolution. A resolution shall have:

A. the heading “Northwest Arctic Borough, Alaska":
B. the space for a number to be assigned “Resolution "
C. ashort and concise title descriptive of its subject and purpose:
D

. short premises or whereas clauses descriptive of the reasons for the resolution, ifnecessary:



E. the resolving clause. "BE IT RESOLVED":

F.provision for signatures after the date, and designated lines for the signatures of the mayor and
the clerk; and

G. an attestation.
2. Resolutions shall not be included in any municipal code of ordinances.

Section 307 Resolutions-reading-hearing-final passage-posting
1 Every resolution shall be introduced in writing and shall be orally read before any vote for passage thereof is taken.

2. On any vote for passage of the resolution, all persons interested who appear shall be given an opportunity
to be heard. After such hearing, the Assembly may finally pass such resolution, with or without amendments,

First reading of anv resolution shall be final.

3. After final passa?e, every resolution shall be posted in full on the borough bulletin board. _Everg resolution,
unless it shall specify a later date, shall become effective following final passage, or, if the resolution be submitted
at a referendum election when state law or borough charter so requires, then upon certification of .a favorable
vote of the requisite number of those voting thereon. -

Section 308 Rules and requlations

Any rule or regulation made by any administrative officer or board or commission shall be published at least
fifteen (15) dags prior to its adoption in a newspaper of general circulation in the borough and by posting on
the borough bulletin board in the borough offices.

ARTICLE IV THE EXECUTIVE

Section 401 Mayor as executive

1 The executive power in the borough is vested in the mayor. The mayor shall perform all duties required by
this Charter or the Assembly. The mayor is head of the borough for ceremonial purposes and executes official
documents upon the authorization of the Assembly.

2. The administrative power in the borough is vested in the mayor. The borough mayor, as the Chief administrative
officer, is responsible for the proper administration of all horough affairs. The mayor shall:

A. appoint borough employeesand administrative officers, except as provided in this Charter and by
law; he may hire necessary administrative assistants and may authorize an appointive administrative
officer to appoint, suspend, or remove subordinates in his department;

B. suspend, remove by written order, borough employees and administrative officers, except as other-
wise provided in this Charter:

-10-



supervise enforcement of borough law:
prepare the annual budget and capital improvement program for the Assembly:

execute the budget and capital program as adopted:
make monthly financial reports to the .Assembly on borough finances and opeiations;

report to the Assembly at the end of each fiscal year on the finances and administrative activities
of the borough;

H. prepare and make available for public distribution an annual report on borough -affairs;

. s?fr.ve as borough personnel officer unless the Assembly authorizes him to appoint a personnel
officer;

J.execute other powers and duties specified by State Law or lawfully prescribed by the Assembly;

K. direct a}jnd supervise the business of the borough to assure that all ordinances and resolutions are
executed;

L. sign the special assessment rolls: -

M. act as Ex-officio chairman of the Bu:rd of Adjustments for matters of building and zoning regula-
tions of the horough; and

N. act as Ex-officio chairman of the Board of Equalization for matters of taxation and special
assessments.

Section 4.02 Veto

The mayor may veto any ordinance, resolution, motion, or other action of the Assembly and may, by veto, strike,
or reduce items in apRroprlat|on ordinances. He shall submit to the AssemblK at its next regular meeting a written
statement advising of his veto and giving his reasons. A veto is overridden by the vote of two-thirds of the authorized
membership of the Assembly within 21 days following exercise of the veto or at the next regular meeting, whichever
is later. The veto does not extend to appropriation items in school budget ordinance; actions of the governing
b?dy sitting ats the Board of Equalization or the Board of Adjustments; adoption or repeal of a manager, plan
of government.

Section 403 Election and term of mayor

1 A voter of the borough who has been a resident of the borough for three (3) years, is eligible to hold the
office of the mayor.

2. The mayor is nominated and elected at-large for a term of three: (3) years and until a successor is elected
and has qualified.

3ic Bh% lr)nayor's reqular term begins on the first Monday following the election, which is held on the first Tuesday
of October.



Section 4.04 Filling a vacancy
A vacancy in the office of the maKor occurring within six months of a regular election shall be filled by the
Assemblr. The person designated shall serve until the next reqular election and until a successor is elected and

has qualified. If a Assembly person is chosen, he/she shall resiPn his/her Assembly seat. If a vacancy occurs more
than six months before a regular election, the Assembly shall call a special election to fill the unexpired term.

Section 405 Mayor pro tempore

Should the office of the mayor become vacant, or if the existing mayor is disabled or unable to act, the Assembly
may apPomt a Mayor Pro Tempore, to serve until the mayor resumes his/her official duties, or until a new mayor

is qualified.
Section 4.06 Successor to office of the mayor and mayor pro tempore
Should the office of the mayor and maror pro tempore become vacant or should hoth the mayor and mayor

pro tempore be absent or unable to perform the duties of the office of the mayor, the Assembly shall elect one
of their members who shall assume the office of the mayor pro tempore.

Section 4.07 Salary of mayor

1 The office of the mayor of the borough shall be filled on a full-time basis. However, if the mayor is the incumbent,
having served immediately preceding In that status, his salary shall not be set at a sum less than that rate he

was paid on the last day of his preceding term.

2. The borough Assembly may, at any time during the mayors term in office, raise the salary of the mayor. The
salary of the Mayor shall'be an amount the horough Assembly determines to be commensurate with the duties
and responsibilities of the office of the mayor.

3. The mayor may not accept or receive remunerative employment from any other sources, except that he/she

may serve on boards, commissions or other appointive committees at his/her discretion and pleasure. Military
service is not considered as remunerative employment for the purpose of this section.

ARTICLE V NOMINATIONS - ELECTIONS

Section 501 General requirements
1 Regular elections. A regular election shall be held annually on the first Tuesday in October.
2. Special Election. The Assembly shall provide by ordinance for special election.

3. Notice of Election. At least 30 days published notice shall be given of a regular or special election. The notice
shall state the purpose of the election.
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4. Qualifications of Voters. A person may vote in any borough election only if the person:

A. is qualified to vote in the State of Alaska: and

B. is a resident of the borough for thirty (30) days immediately preceding the election.
5. Nominations. Candidates for elective office shall be nominated by a petition si%ned by at least 25 qualified
voters of the borou?h. All nomination papers comprising a petition shall be assembled and filed in person with

the clerk during office hours as one instrument not earlier than 120 days nor later than 45 days before the
election. No nominating petition may be accepted unless accompanied by a signed acceptance of the nomination

by the candidate.

6. Election procedure. All elections shall be non-partisan. The Assembly by ordinance shall prescribe rules for
the conduct of borough elections.

7. Determination of election results. The candidate for an office that receives the greatest number of votes is
elected to the office. In case of a tie. the election shall be determined by lot from among the candidates tying.

ARTICLE VI INITIATIVE, REFERENDUM AND RECALL

Section 601 Initiative and referendum

The powers and rights of the initiative and referendum are reserved to the people of the borough as prescribed
by law. The Assembly by ordinance shall regulate the procedure for their exercise.

Section 6.02 Recall

An official who is elected or appointed to an elective borough office may be recalled by the voters of the borough
as provided by law.

ARTICLE VII PLANNING

Section 7.01 Planning Commission

There shall be a Planning Commission consisting of seven members aﬁpointed by the Mayor and confirmed by
the Assembly. The powers and duties of the Planning Commission, and the terms, qualifications and compensation
of its members shall be provided by ordinance.

Section 7.02 Comprehensive plan

The Assembly by ordinance shall adoFt. and implement, and from time to time modify, a comprehensive plan
setting forth goals, objectives and policies governing the future development of ihe horough.
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Section 7.03 Platting regulation and subdivision regulation

There shall be a platting authority constituted as provided for by ordinance. The Assembly by ordinance shall
provide for the regulation of the subdivision ot land within the borough.

ARTICLE VIl EDUCATION

Section 801 Public school system

There shall be a system of public education for the borou%h, conducted in the manner provided by law. The
system of public education shall be operated by a school board of eleven (11) members.

Section 802 School board

1 Qualifications. A school board inember shall be a qualified borou?h voter and a resident of the borough.-
No school hoard member may hold any compensated school district employment while serving on the schpol board.

2. Term. Each school board member shall be elected to three year staggered terms. ~

3. Election. Each School Board member shall be elected at-large by the qualified voters of the borough and
shall be residents of the district to which the seat they seek is assigned pursuant to Section 2.02 of this Charter.
Such elected School Board member represents all the voters of the borough.

4. The Assembly, may, by ordinance, adopt additional procedures pertaining to the nominations and election
of School Board members,

5. Vacancies. The office of school board member shall become vacant upon death, resignation, or removal from
office in any manner authorized by law or by this Charter, or by forfeiture of office as prescribed for Assembly
members in section 205 of this Charter. Vacancies shall be filled in a manner prescribed by law.

Section 803 Budget

The superintendent of schools shall submit an annual budget which shall first be approved by the School Board
at such time as the board may direct, but in no case at a date later than thac prescribed by State law. The
proposed school budget shall be a public record available from the time of its submission to the board for public
Inspection and distribution. The board shall hold public hearings on the budget before approval and submission
to the \ssembly for final action.

Section 804 Joint conference

The Assembly and board may meet jointly at public meetings to deliberate upon matters of mutual interest.
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ARTICLE IX FINANCE

Section 901 Fiscal year
The fiscal year of the borough shall begin on July 1and end on June 30 of the following calendar year.

Section 9.02 Submission of budget, capital improvements program and message
A0t [ater than 60 days before the end of the current fiscal year, the mayor shall submit to the Assembly a budget

for the following fiscal year, a capital improvements program and an accompanying explanation message of both.
The Assembly may grant an extension of not to exceed 30 days if compelling reasons exist.

Section 9.03 Scope of budget

1 Complete financial plan. The budget shall be a complete financial ’olan for all the operations of the borough,
showing all reserves, all estimated revenues from all sources, and all proposed expenditures for all purposes

2. Form. The budget shall contain at least the following: A
A. a comparative statement of actual expenditures and actual revenues for the preceding fiscal year.
B. estimated expenditures and estimated revenues for the current fiscal year.
C. a brief explanation of each item.

3. Balanced budget. Proposed expenditures shall not exceed total estimated revenues and reserves.

Section 9.04 Scope of capital improvements program

1 The capital improvement program shall be a plan for capital improvements proposed for the following six
(6) fiscal Years, together with the estimated cost of each improvement and the proposed method of financing
it. It shall contain at least the following:

A. a summary of curre i capital improvements which are unfinished.

B. a simple, clear summary of the detailed contents of
the program.

C. capital improvements pending or proposed to be undertaken within the ensuing fiscal year, together
with the estimated cost of each improvement and the proposed method of financing it.

2. Capital improvements to be financed in the following fiscal year, shall be included in the budget as well as
in the capital improvements program.



Section 9.05 Scope of message

The mayors message shall contain an explanation of the budget both in fiscal terms and in terms of work to
be done, a description of the important features of the budgiet, an outline of the proposed financial policy of
the borough for the following fiscal year, and an explanation of each capital improvement to be undertaken within

the following six fiscal years.

Section 9.06 Hearing

1 By June 15 a public hearing shall be held cn the budget and capital improvements program. All persons
interested shall have an opportunity to be heard. At least ten days prior to the hearing, the Assembly shall:

A. publish a summarr of the budget and capital improvements program and a notice setting out the
time and place of the public hearing; and

B. deliver copies of the notice and summary of the budget and capital improvements program and the
mayor*s message to newspapers of general circulation in the borough and to the commercial radio
an

television stations operating in the borough, and by posting in three public places in each
community.

2. Publish shall have the same meaning as provided for in Section 3.03.3 of this Charter. -

Section 9.07 Assembly action on budget

The Assembly, by ordinance, shall adopt a budget not later than June 15 If it fails to do so, the budget submitted
by the mayor shall be deemed adopted by the Assembly as the budget for the following year.

Section 9.08 Assembly action on capital improvement program

The Assembly, by ordinance, shall adopt a capital improvements program not later than June 15 before the end
of the current fiscal gear. If it fails to do so, the capital improvements program submitted by the mayor shall
be deemed adopted by the Assembly.

Section 9.09 Certification and distribution

The budPet and capital improvements program as adopted shall be certified by the mayor and borough clerk,
and shall be a public record and shall be made available at the borough clerks office for distribution to the
public at no more than cost.

Section 910 Supplemental and emergency appropriations

1 If during any fiscal year there are available revenues not anticipated in the budget estimates, the Assembly,
by ordinance, may make supplemental appropriations for the year up to the amount of the additional revenues.

2. Upon declaration by the Assembly that a public emergency exists and describing the emergency in clear and



