
ALASKA LEGISLATURE COMMITTEE P I L E S 1 9 8 7 - 1 9 8 8 8 6 7 2  
5202 SCRA SB 162 " '



J



Alaska i?>tatc Hegfelature
ARLISS STURGULEWSKI. Chairman ' ° ' B0X V
TIM KELLY, Vice Chairman JUNEAU, ALASKA 99811
RICK HALFORD (907) 465-4989
MIKE SZYMANSKI { )
FRED ZHAROFF J

Senate
Community anti Regional &ffmr£ Committee

TO: S e n a t e  C & R A  M e m b e r s  A p r i l  7, 1987

F R O M : S e n a t e  C & R A  S t a f fj

RE: S B  162 - "An A c t  r e l a t i n g  t o  f i s h e r i e s  b u s i n e s s  t a x  

r e f u n d s  t o  l o c a l  g o v e r n m e n t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e . "

R e v e n u e  f r o m  r a w  f i s h  t a x  is c u r r e n t l y  s p l i t  u p  t o  t h r e e  w a y s .  

R a w  f i s h  t a x  c o l l e c t e d  in c i t i e s  l o c a t e d  w i t h i n  b o r o u g h s  is 

d i v i d e d ;  w i t h  50% g o i n g  t o  t h e  state, ' 5 %  t o  t h e  b o r o u g h ,  a n d  

2 5 %  t o  t h e  city. O u t s i d e  of  b o r o u g h s ,  c i t i e s  a n d  t h e  s t a t e  

s p l i t  t h e  t a x  50-50.

I n  a n  a r e a  w h e r e  t h e r e  a r e  e x i s t i n g  c i t i e s ,  t h e  f o r m a t i o n  o f  a 

b o r o u g h  w o u l d  r e s u l t  i n  a s u d d e n  50% d e c l i n e  in t h e  c i t i e s '  

r e v e n u e  f r o m  f i s h  tax.

S B  162 w o u l d  o n l y  a p p l y  in b o r o u g h s  f o r m e d  a f t e r  t h e  e f f e c t i v e  

date. I t  is d e s i g n e d  t o  e a s e  t h e  f i s c a l  t r a n s i t i o n  f o r  

c i t i e s  in  s u c h  a r e a s  b y  p h a s i n g  in t h e  s p l i t  o v e r  f i v e  y e a r s .

T h e  D e p a r t m e n t  of  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  s t r o n g l y  

s u p p o r t s  t h e  bill. A  p o s i t i o n  p a p e r  a n d  z e r o  f i s c a l  n o u e  f r o m  

t h a t  d e p a r t m e n t  is i n c l u d e d  in t h i s  p a c k e t  a s  a r e  t h r e e  z e r o  

f i s c a l  n o t e s  f r o m  t h e  D e p a r t m e n t  o f  R e v e n u e .

A l s o  i n c l u d e d  in t h i s  p a c k e t  a r e  s e v e r a ^  l e t t e r s  a n d  a t t a c h e d  

b a c k  u p  f r o m  t h e  c o m m u n i t i e s  of t h e  A l e u t i a n s  E a s t  r e g i o n .  

B e c a u s e  o f  t h e  p o s s i b l e  f o r m a t i o n  o f  a n  E a s t  A l e u t i a n  B o r o u g h ,  

t h e s e  c o m m u n i t i e s  a r e  t h e  m o s t  l i k e l y  t o  b e  a f f e c t e d .  T h e y  

s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n .
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P O S I T I O N  P A P E R

RE: SB 16.?. —  "An A c t  r e l a t i n g  to f i s h e r i e s  b u s i n e s s  tax
r e f u n d s  to l o c a l  g o v e r n m e n t ;  and p r o v i d i n g  for an e f f e c t i v e  
d a t e . "

S P O N S O R :  S e n a t o r  Z h a r o f f

P r o g r a m  E f f e c t s  of Bill:

S e c t i o n  1 of the bi l l  a m e n d s  e x i s t i n g  l a n g u a g e  in 
A S  4 3 . 7 5 . 1 3 0 ( a )  to p r o v i d e  for a new s u b s e c t i o n  (d) as w e l l  as 
s e v e r a l  m i n o r  " h o u s e  c l e a n i n g "  w o r d i n g  cha n g e s .

S e c t i o n  2 of the bi l l  a m e n d s  AS 43. 7 5 . 1 3 0  by  a d d i n g  a n e w  
s u b s e c t i o n  (d) w h i c h  p r o v i d e s  for a f i v e - y e a r  p h a s i n g  in of the 
s h a r i n g  of f i s h  tax r e v e n u e s  b e t w e e n  c i t i e s  and b o r o u g h s  in the 
i n s t a n c e  of n e w  b o r o u g h  f o r m a t i o n .

S e c t i o n  3 of the bill p r o v i d e s  for an i m m e d i a t e  e f f e c t i v e  d a t e  
for the Act.

C o m m e n t s :

Th e  e x i s t i n g  S t a t e  F i s h e r i e s  B u s i n e s s  Tax law p r o v i d e s  f o r  a 
"re f u n d "  of t h i s  s t a t e  tax to m u n i c i p a l i t i e s  in w h o s e
j u r i s d i c t i o n  the tax was c o l l e c t e d .  In the c a s e  of u n i f i e d  
m u n i c i p a l i t i e s  and c i t i e s  in the u n o r g a n i z e d  b o r o u g h ,  50
p e r c e n t  of the tax r e v e n u e  c o l l e c t e d  w i t h i n  m u n i c i p a l  
b o u n d a r i e s  is r e t u rned. H o w e v e r ,  c i t i e s  l o c a t e d  w i t h i n  a 
b o r o u g h  must in turn s h a r e  50 p e r c e n t  of t h e i r  f i s h  tax ref u n d  
w i t h  the s u r r o u n d i n g  b o r o u g h .  In o t h e r  words, s u c h  a c i t y
w o u l d  r e c eive o n l y  25 p e r c e n t  of the f i s h  tax c o l l e c t e d  w i t h i n
its j u r i s d i c t i o n ;  the o t h e r  25 p e r c e n t  w o u l d  go to the b o r o u g h .
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T h e  state f i s h  tax p r o v i d e s  a s i g n i f i c a n t  and r e l a t i v e l y  s t a b l e  
p o r t i o n  of t o t a l  r e v e n u e s  for m a n y  c i t i e s  p r e s e n t l y  l o c a t e d  
o u t s i d e  of o r g a n i z e d  b o r o u g h s .  T h e  f o r m a t i o n  of a b o r o u g h  
w h i c h  w o u l d  i n c l u d e  s u c h  c i t i e s  w o u l d  r e s u l t  in s u d d e n  and 
s u b s t a n t i a l  r e v e n u e  l o s s e s  for t h e s e  c i t i e s .  C i t i e s  l o c a t e d  
w i t h i n  the n e w  b o r o u g h  ha v e  no g u a r a n t e e  of r e c e i v i n g  any of 
t h i s  f u n d i n g  ba c k  f r o m  the bo r o u g h .  T h e  p r o s p e c t  of su c h  a 
r e v e n u e  s h o c k  r e p r e s e n t s  a c l e a r  d i s i n c e n t i v e  to b o r o u g h  
f o r m a t i o n .  P r o v i d i n g  for a p h a s e d  t r a n s i t i o n  i n t o  '.he s h a r i n g  
of fi s h  tax r e v e n u e s  f r o m  c i t i e s  to n e w  b o r o u g h s  w o u l d  re d u c e  
the s e v e r i t y  of the s h o c k  to c i t y  o p e r a t i o n s ;  c o n s e q u e n t l y /  
r e d u c i n g  the d i s i n c e n t i v e  to b o r o u g h  f o r m a t i o n .

T h e  e s t a b l i s h m e n t  of s t r o n g ,  s e l f - s u f f i c i e n t ,  l o c a l  and 
r e g i o n a l  g o v e r n m e n t  t h r o u g h o u t  A l a s k a  is a l o n g s t a n d i n g  goal of 
the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s .  T h e  
D e p a r t m e n t  e n d o r s e s  p r a c t i c a l  m e a s u r e s  w h i c h  p r o v i d e  
i n c e n t i v e s ,  or r e d u c e  e x i s t i n g  d i s i n c e n t i v e s ,  w i t h  r e g a r d  to 
b o r o u g h  f o r m a t i o n .  T h e  m e a s u r e s  p r o v i d e d  f o r  in t h i s  bill 
a p p e a r  to be s t r a i g h t f o r w a r d  in e f f e c t  and r e l a t i v e l y  s i m p l e  in 
t h e i r  i m p l e m e n t a t i o n .  T h e  D e p a r t m e n t  t h e r e f o r e  s u p p o r t s  the 
e x p e d i t i o u s  p a s s a g e  of this bill.
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CITY OF KING COVE
P.O. Box 37 . King Cove, Alaska 99812 . (907) 497-2340 

A p r i l  7 ,  1987

D e a r  H o n o r a b l e  M e m b e r s  o f  t h e  S e n a t e  a n d  H o u s e  C o m m u n i t y  and 
R e g i o n a l  A f f a i r s  C o m m i t t e e s

The c o m m u n i t i e s  o f  the A l e u t i a n s  E a s t  r e g ion, A k u t a n ,  C o l d  
Bay, F a l s e  P a s s ,  K i n g  C ove, N e l s o n  L a g o o n  and S a n d  Po i n t ,  ask 
f or y o u r  s u p p o r t  of SB 1 6 2 / H B  226# an A c t  r e l a t i n g  to 
F i s h e r i e s  B u s i n e s s  T a x  r e f u n d s .  Our r e g i o n  is p r e s e n t l y  
c i r c u l a t i n g  t h e  p e t i t i o n  r e q u i r e d  to e s t a b l i s h  a b o r o u g h  
g o v e r n m e n t ,  a n d  w e  v i e w  p a s s a g e  of SB 1 6 2 / H B  226 as c r i t i c a l  
to f o r m a t i o n  o f  the n e w  A l e u t i a n s  E a s t  b o r o u g h .

SB 1 6 2 / H B  226 w i l l  e n a b l e  the phased t r a n s f e r  of f i s h  tax 
r e v e n u e s  b e t w e e n  e x i s t i n g  c i t i e s  and n e w l y  e s t a b l i s h e d  
b o r o u g h s .  T h i s  t r a n s i t i o n  w o u l d  o c c u r  o v e r  a p e r i o d  of fi v e  
y e a r s  and w o u l d  a l l o w  the c i t i e s  to a d j u s t  e x i s t i n g  s e r v i c e  
d e l i v e r y  to t h e  d e c r e a s e  in t h e  a m o u n t  a n d  p e r c e n t a g e  of f i s h  
tax r e v e n u e s  t h e y  w i l l  r e c e i v e ,

A l a s k a  S t a t u t e s  s t i p u l a t e  t h a t  the S t a t e  e q u a l l y  s h a r e  its 
fish tax r e v e n u e s  w i t h  c i t i e s  in the u n o r g a n i z e d  b o r o u g h  f o r  
fish d e l i v e r e d  to  p r o c e s s o r s  in city b o u n d a r i e s .  H o w e v e r ,  if 
a b o r o u g h  e x i s t s ,  the S t a t e  r e t a i n s  its 50% share, b u t  the 

? c i t i e s  (25%) a n d  t h e  b o r o u g h  (25%) e q u a l l y  s h a r e  the o t h e r
50%, Thus, u n d e r  e x i s t i n g  s t a t utes, w h e n  the A l e u t i a n s  E a s t  
B o r o u g h  is e s t a b l i s h e d ,  the c i t i e s  will lose o n e - h a l f  of the 
fish tax r e v e n u e s  t h e y  h a v e  t r a d i t i o n a l l y  r e c e i v e d .

The a m o u n t  o f  f i s h  tax the c i t i e s  r e c e i v e  v a r i e s  e a c h  year, 
b ut the loss o f  o n e - h a l f  of t h i s  tax w o u l d  g e n e r a l l y  r e s u l t  
in a 15% - 20% d e c r e a s e  in A k u t a n ' s  a n d  K i n g  C o v e ' s  annual 
o p e r a t i n g  r e v e n u e s ,  and a 5% - 10% d e c r e a s e  in S a n d  P o i n t ' s  
and C o l d  B a y ' s  r e v e n u e s .  S i m p l y  stated, this r e v e n u e  loss, 
w h e n  c o u p l e d  w i t h  l o s s e s  in S t a t e  R e v e n u e  S h a r i n g ,  M u n i c i p a l  
A s s i s t a n c e ,  F e d e r a l  R e v e n u e  S h a r i n g  and o t h e r  t r a d i t i o n a l  
s o u r c e s  of c i t y  r e v e n u e s ,  is d i f f i c u l t  to a d j u s t  to in one
yoar, S3 16 2 / H P  326 w o u l d  p r o v i d e  cifcico a ph a s e d  five y e a r
a d j u s t m e n t  p e r i o d  b y  r e d u c i n g  the p e r c e n t a g e  o f  c i t y  fi s h  tax 
r e v e n u e s  e a c h  y e a r  by 5% u n t i l  the e qual s h a r i n g  of r e v e n u e s  
w i t h  the b o r o u g h  is o b t a i n e d .  A t t a c h m e n t  I i l l u s t r a t e s  the 
total a m o u n t  of  r e v e n u e s  to b e  sh a r e d  b e t w e e n  t h e  b o r o u g h  and 
cities, and A t t a c h m e n t  II i l l u s t r a t e s  this s h a r i n g  of 
r e v e n u e s  w i t h  e a c h  city.



A l s o ,  th i s  l e g i s l a t i o n  w i l l  n o t  n e g a t i v e l y  a f f e c t  t h e  n e w l y  
e s t a b l i s h e d  b o r o u g h ' s  a b i l i t y  to m e e t  s e r v i c e  d e l i v e r y  
e x p e n s e s .  The b o r o u g h ,  b e c a u s e  of its l a r g e r  b o u n d a r i e s ,  
w i l l  b e  r e c e i v i n g  f i s h  t a x  r e v e n u e s  that t h e  S t a t e  h a s  n o t  
p r e v i o u s l y  s h a r e d  w i t h  c i t i e s .  T h e s e  r e v e n u e s  w i l l  b e  
c o l l e c t e d  f r o m  the a r e a  t h a t  w a s  in the u n o r g a n i z e d  b o r o u g h .  
SB 1 6 2 / H B  226 s t r u c t u r e s  t h e  p h a s e  in of r e v e n u e s  s o  t h a t  as 
the b o r o u g h  u n d e r t a k e s  d e l i v e r i n g  s e r vice w h i c h  w e r e  
p r e v i o u s l y  d o n e  b y  t h e  C i t i e s ,  its p e r c e n t a g e  of r e v e n u e s  
w i l l  i n c r e a s e  and the c i t y  s h a r e  of r e v e n u e s  w i l l  d e c r e a s e .  
In y e a r  five, the b o r o u g h  w i l l  r e c e i v e  its fu l l  s h a r e .  
A t t a c h m e n t  I i d e n t i f i e s  n e w  r e v e n u e s  that w i l l  be a v a i l a b l e  
to t h e  A l e u t i a n s  E a s t  B o r o u g h .

In a d d i t i o n ,  as SB 1 6 2 / H B  226 a d d r e s s e s  o n e  of the 
d i s i n c e n t i v e s  th a t  a f f e c t s  b o r o u g h  f o r m a t i o n ,  its p a s s a g e  m a y  
e n c o u r a g e  c i t i e s  in a r e a s  o t h e r  th a n  the Aleuti-ans E a s t  to
conaider establishing a borough. Tlic Aleutians Eat> L ieyiun
is p u r s u i n g  B o r o u g h  f o r m a t i o n  b e c a u s e  of d e c r e a s e s  in S t a t e  
and F e d e r a l  e x p e n d i t u r e s ,  a n d  t h e  r e g i o n ' s  d e s i r e  to c o n t i n u e  
g o o d  q u a l i t y  s e r v i c e  d e l i v e r y .  O t h e r  a reas m a y  n e e d  to 
p u r s u e  b o r o u g h  g o v e r n m e n t  f o r  s i m i l a r  rea s o n s .

W e  a s k  for y o u r  s u p p o r t  o f  S B  1 6 2 / H B  226 to r e m o v e  o n e  o f  the 
d i s i n c e n t i v e s  a f f e c t i n g  b o r o u g h  o r g a n i z a t i o n ,  p a r t i c u l a r l y  
in the A l e u t i a n s  E a s t  r e g i o n .  Th i s  bill w i l l  n o t  a f f e c t  t h e  
n e w  b o r o u g h ' s  a b i l i t y  to  d e l i v e r  q u a l i t y  s e r v i c e s ,  d o e s  n o t  
a f f e c t  f i s h  tax r e v e n u e s  e x i s t i n g  b o r o u g h s  r e c e i v e  a n d  d o e s  
n o t  a f f e c t  S t a t e  r e v e n u e s .  In a d d i t i o n ,  it d o e s  n o t  r e q u i r e  
a n y  n e w  S t a t e  mo n i e s  to i m p l e m e n t .

S i n c e r e l y

W a y n ^  M a r s h a l l  
C i t y  M a n a g e r  
C i t y  of K i n g  Cove

J. C b t t e n  
A d m i n i s t r a t o r  
of Sa n d  P o i n t

O n  b e h a l f  of the A l e u t i a n s  E a s t  communitj.es.



Fiscal Y e a r  1987, the t otal a m o u n t  of S t a t e  F i s h e r i e s  
sin e s s  T a x  r e v e n u e s  sh a r e d  w i t h  t h e  f o u r  i n c o r p o r a t e d  

c i t i e s  (State t a x  o n  f i s h  d e l i v e r e d  to p r o c e s s o r s  w i t h i n  c i t y  
b o u n d a r i e s )  in t h e  A l e u t i a n s  E a s t  r e g i o n  w a s  $ 0 0 5 , 0 0 0 .  T h i s  
tax r e p r e s e n t s  10 % — 50% of e a c h  o f  t h e  c i t i e s  g e n e r a l  
o p e r a t i n g  r e v e n u e s .  U nder e x i s t i n g  s t a t u t e s ,  if a b o r o u g h  is 
e s t a b l i s h e d ,  t h e s e  c i t i e s  m u s t  e q u a l l y  s h a r e  t h e s e  r e v e n u e s  
w i t h  the b o r o u g h .

H B  2 2 6 / S B  162 w h i c h  the A l e u t i a n s  E a s t  c o m m u n i t i e s  sup p o r t ,  
w o u l d  a l l o w  a p h a s e d  t r a n s f e r  of f i s h  tax r e v e n u e s  b e t w e e n  
c i t i e s  and t h e  n e w  bor o u g h .  T a b l e  1, b e l o w ,  i l l u s t r a t e s  t h i s  
r e v e n u e  t r a n s i t i o n .  This r e v e n u e  t r a n s i t i o n  w i l l  a l l o w  
c i t i e s  to a d j u s t  s e r v i c e  d e l i v e r y  to the d e c r e a s e d  r e v e n u e s ,  
a nd will n o t  n e g a t i v e l y  e f f e c t  the b o r o u g h’s a b i l i t y  to 
d e l i v e r  s e r v i c e s .

T A B L E  I
H B  2 2 6 / S B  162 F o r m u l a  f o r  S h a r e d  R e v e n u e s

C i t y  S h a r e  B o r o u g h  S h a r e

Y e a r  1 $ 7 3 4 , 5 0 0  (45%) $ 8 0 , 5 0 0  (5%*
Y e a r  2 6 4 4 , 0 0 0  (40%) 1 6 1 , 0 0 0  (10%)
Y e a r  3 5 6 3 , 5 0 0  (35%) 2 4 1 , 5 0 0  (15%)
Y e a r  4 4 8 3 , 0 0 0  (30%) 3 2 2 , 0 0 0  (20%)
Y e a r  5 4 0 2 , 5 0 0  (25%) 4 0 2 , 5 0 0  (25%)

S t a r t i n g  in y e a r  5 and each y e a r  t h e r e a f t e r ,  the b o r o u g h  a n d  
c i t i e s  w i l l  e q u a l l y  s h are S t a t e  F i s h  B u s i n e s s  T a x  r e v e n u e s  
for fish d e l i v e r e d  w i t h i n  C i t y  limits.

A lso, the B o r o u g h  wi l l  a n n u a l l y  r e c e i v e  a b u t  $ 1 , 2 0 0 , 0 0 0  in 
n e w  r e v e n u e s  t h a t  n o n e  of the e x i s t i n g  c i t i e s  r e c e i v e .  T h e s e  
r e v e n u e s ,  w h e n  c o m b i n e d  w i t h  t h e  b o r o u g h ' s  s h a r e  of f i s h  tax 
i c v Q i i u r s  I J c n l x r l c O  JLi'i C a L l c :  IE, w i l l  L/u n O c ^ u a t e  L o  ir>c<sL 
a n t i c i p a t e d  b o r o u g h  e x p e n d i t u r e s . T h e  $ 1 , 2 0 0 , 0 0 0  m a i n l y
u u n s l a U b  u£ Llit; l u l l u w l n y  l g v k i i u k  a u u i u e a :

o $ 4 0 0 , 0 0 0  in S t a t e  F i s h  B u s i n e s s  T a x  R e v e n u e s  for f i s h  
d e l i v e r e d  to p r o c e s s o r s  w i t h i n  b o r o u g h  b o u n d a r i e s ,  but 
o u t s i d e  C i t y  l i m its. The S t a t e  is t h e  o n l y  e n t i t y  th a t  
p r e s e n t l y  r e c e i v e s  these funds.

o $ 7 0 0 , 0 0 0  in s a l e s / u s e  tax r e v e n u e s .  The B o r o u g h  p l a n s  
to levy a 2% s a l e s / u s e  tax as its m a i n  m e t h o d  of local 
taxation.

o $100,000 in State rovcnuc oharing and munioipal
a s s i s t a n c e  m o n i e s  and o t h e r  s h a r e d  r e v e n u e s .



A T T A C H M E N T  II

The t a b l e s  b e l o w  i l l u s t r a t e  h o w  r e v e n u e s  w o u l d  b e  s h a r e d  with
U ie  J . i id i v lU u a  1 i n  Llm new o u i u u y h  1 C  HD 2 Z 0 / 3 D  102 i a
a d opted. If t h i s  b i l l  is n o t  ado p t e d ,  r e v e n u e s  w o u l d  
i m m e d i a t e l y  b e  s h a r e d  as i n d i c a t e d  in y e a r  5 of  t h e s e  tables. 
T h i s  s h a r p  o n e  y e a r  d r o p  in r e v e n u e s  w o u l d  s e r i o u s l y  e f f e c t  
e a c h  c i t y ' s  a b i l i t y  t o  d e l i v e r  s e r v ices, and m a y  n e g a t i v e l y  
e f f e c t  p o t e n t i a l  b o r o u g h  f o r m a t i o n ,

A K U T A N  - $ 3 5 6 , 0 0 0  in FY- 87 • 
a p p r o x i m a t e l y  50% of  A k u t a n ' s  B u d g e t

Ye a r  1 
Ye a r  2 
Year 
Year 
Year

3
4
5

C i t y  
$ 3 2 0 , 4 0 0  (45%) 
2 8 4 , 8 0 0  (40%) 
2 4 9 , 2 0 0  (35%) 
2 1 3 , 6 0 0  (30%) 
1 7 8 , 0 0 0  (25%)

B o r o u g h  
$ 35 , 6 0 0  (5%) 

71,200 (10%) 
1 0 6 ,800 (15%) 
142,400 (20%) 
178, 0 0 0  (25%)

COLD BAV -  $ 7 , 2 0 0  i n  F¥ 87 
a p p r o x i m a t e l y  10% o f  C o l d  B a y ' s  B u d g e t

C i t y  B o r o u g h
Ye a r  1 $ 6 , 8 4 0  (45%) $ 720 (5%)
Year 2 • 5 , 7 6 0  (40%) 1,440 (10%)
Y e a r  3 5 , 0 4 0  (35%) 2,160 (15%)
Ye a r  4 4 , 3 2 0  (30%) 2,880 (20%)
Year 5 3 , 6 0 0  (25%) 3,600 (25%)

K I N G  C O V E  - $ 3 2 7 , 0 0 0  in FY 87 
a p p r o x i m a t e l y  35% o f  K i n g  C o v e ' s  b u d g e t

C i t y  B o r o u g h
Year 1 $ 2 9 4 , 3 0 0  (45%) $ 32 , 7 0 0  (5%)
Year 2 2 6 1 , 6 0 0  (40%) 65,400 (10%)
Ye a r  3 2 2 8 , 9 0 0  (35%) 98,100 (15%)
Year 4 1 9 6 , 2 0 0  (30%) 130,800 (20%)
Y* a r  5 1 6 3 , 5 0 0  (25%) 163,500 (2C%)

S A N D  P O I N T  - $ 1 1 4 , 0 0 0  in F Y  87 
a p p r o x i m a t e l y  10% of S a n d  P o i n t ' s  b u d g e t

C i t y  B o r o u g h
Y e a r  1 $ 1 0 2 , 6 0 0  (45%) $ 11,400 (5%)
Ye a r  2 9 1 , 2 0 0  (40%) 22,800 (10%)
Year 3 7 9 , 8 0 0  (35%) 34,200 (15%)
Ye a r  4 6 8 , 4 0 0  (30%) 45 , 6 0 0  (20%)
Year 5 5 7 , 0 0 0  (25%) 57,000 (25%)

The c o m m u n i t i e s  o f  F a l s e  P a s s  and N e l s o n  L a g o o n ,  w h i c h  are 
also in the A l e u t i a n s  E a s t  a r e a ,  do  not p r e s e n t l y  r e c e i v e  
S t a t e  F i s h  B u s i n e s s  T a x  r e v e n u e s  b e c a u s e  t h e y  a r e  
u n i n c o r p o r a t e d .  T h e  S t a t e  o n l y  shares t h e s e  r e v e n u e s  w i t h  
i n c o r p o r a t e d  c i t i e s .



. M a r c h  18, 1 9 3 7

D e a r  H o n o r a b l e  M e m b e r s  of the S e n a t e  L a b o r  a n d  Coniine roe 
C o m m i t t e e

The c o m m u n i t i e s  o f  the A l e u t i a n s  East, r e g i o n ,  A k u t a n ,  Co l d  
Bay, F a l s e  Pass, K i n g  Cove, N e l s o n  L a g o o n  a n d  S a n O  Po i n t ,  ask
f o r  y n n r  «uppojffc o r  S B 1 6 3 ,  a n  Act. tr«l citing L u  F i s h e r i e s

D u s i n e s s  T a x  r e f u n d s .  Our r e g i o n  ia p r e s e n t l y  c i r c u l a t i n g  
the p e t i t i o n  r e q u i r e d  to e s t a b l i s h  a b o r o u g h  g o v e r n m e n t ,  and 
w e  v i e w  p a s s a g e  of  S B 1 5 2  as c r i t i c a l  to f o r m a t i o n  of the n e w  
A l e u t i a n s  E a s t  bor o u g h .

SI3162 w i l l  e n a b l e  the p h a s e d  t r a n s f e r  of  f i s h  tax r e v e n u e s  
b e t w e e n  e x i s t i n g  c i t i e s  a n d  n e w l y  e s t a b l i s h e d  b o r o u g h s .
This t r a n s i t i o n  w o u l d  o c c u r  o v e r  a p e r i o d  of  f o u r  y e a r s  and 
w o u l d  a l l o w  the c i t i e s  to a d j u s t  e x i s t i n g  s e r v i c e  d e l i v e r y  
to the d e c r e a s e  in frlv* amount*, and! potroonfcngfo of fir.li I.ua 
r e v e n u e s  t h e y  w i l l  r e c e i v e .

A l a s k a  S t a t u t e s  s t i p u l a t e  that, the S t a t e  e q u a l l y  s h a r e  its 
f i s h  tax r e v e n u e s  w i t h  c i t i e s  in the u n o r g a n i s e d  b o r o u g h  for 
f i s h  h a r v e s t e d  in c i t y  b o u n d a r i e s .  H o w e v e r ,  if a b o r o u g h  
exists, the S t a t e  r e t a i n s  its 50% share, b u t  th® c i t i e s  
(25%) and the b o r o u g h  (25%) e q u a l l y  s h a r e  th® o t h e r  50%.
Thua, uuijej. cAiwt.iug .sea c u r e s , w n e n  the A l e u t i a n s  E a s t  
B o r o u g h  is e s t a b l i s h e d ,  the c i t i e s  w i l l  lone o n e - h a l f  of  the 
fish tax r e v e n u e s  t h e y  have, t r a d i t i o n a l l y  r e c e i v e d ,

The amount, of f i s h  tax the c i t i e s  r e c e i v e  v a r i e s  e a c h  year, 
b u t  the loss o f  o n e - h a l f  of t h i s  t a x  w o u l d  g e n e r a l l y  r e s u l t  
in a 15% - 20% d e c r e a s e  in A k u t a n ' s  and King C o v e ' s  a n n u a l  
o p e r a t i n g  r e v e n u e s ,  a n d  a 5% - 10%. d e c r e a s e  in  S a n d  P o i n t ' s  
revenues. S i m p l y  s t a ted, this r e v e n u e  loss, w h e n  c o u p l e d  
w i t h  lo s s e s  in S t a t e  R e v e n u e  S h a r i n g ,  M u n i c i p a l - A s s i s t a n c e ,  
Pnr)i»ral p.«vonut> Chairing and ofeliov traili ti until s o u r c e s  cit C i t y
r e v e n u e s ,  is d i f f i c u l t  to adjust, to in o n e  y e a r .  5 3 1 5 2  w o u l d  
p r o v i d e  c i t i e s  a p h a s e d  fo u r  y e a r  a d j u s t m e n t  p e r i o d  b y  
r e d u c i n g  the p e r c e n t a g e  of c i t y  fish tax r a v e n u e s  e a c h  y e a r  
b y  5% until the e qual s h a r i n g  of r e v e n u e s  w i t h  the b o r o u a h  i«
OUl.ctilKJCl.
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. Also, this l e g i s l a t i o n  will n o t  n e g a t i v e l y  a f f e c t  the n e w l y  
establishes^ b o r o u o h ' s  a b i l i t y  to m e e t  s e r v i c e  del i mo ry 
e x p e n s e s .  T h e  b o r o u g h ,  b e c a u s e  o f  its l a r g e r  b o u n d a r i e s ,  
will }>*> rocoiviri.-f S L n h  (:.»« r o v o n u r o  t.hr.t. the 01:« few hft« not 
p r e v i o u s l y  s h a r e d  w i t h  cities. T h e s e  r e v e n u e s  w i l l  be 
c o l l e c t e d  f r o m  t h e  a r e a  th a t  w a s  in the u n o r g a n i z e d  b o r o u g h ,  
S.’,.162 s t r u c t u r e s  the p h a s e  in of r e v e n u e s  so t h a t  as the 
b o r o u g h  u n d e r t a k e s  d e l i v e r i n g  s e r v i c e  w h i c h  w a r e  p r e v i o u s l y  
d o n e  by  the C i t i e s ,  its p e r c e n t a g e  of r e v e n u e s  w i l l  i n c r e a s e  
an d  the c i t y  s h a r e  of revpmior: will i W r o a a o .  Tn f o u r  yoarrs, 
the b o r o u g h  wi l l  r e c e i v e  t h e i r  full share.

In a d d i t i o n ,  as 6515162 a d d r e s s e s  c u e  of the d i s i n c e n t i v e s  
that a f f e c t s  b o r o u g h  f o r m a t i o n ,  its pat an ago may e n c o u r a g e
c i t i e s  in a r e a s  o t h e r  than the A l e u t i a n s  fa s t  to c o n s i d e r  
e a t a o n s n i n g  a borough. T h e  A l e u t i a n s  E a s t  r e g i o n  is 
p u r s u i n g  b o r o u g h  f o r m a t i o n  b e c a u s e  of d e c r e a s e s  in S t a t e  and 
F e d e r a l  e x p e n d i t u r e s  in the r e g i o n  and the r e g i o n ' s  present, 
and f u t u r e  d e s i r e  to c o n t i n u e  q u a l i t y  s e r v i c e  d e l i v e r y .
O t h e r  a r e a s  m a y  need to p u r s u e  b o r o u g h  g o v e r n m e n t  for s i m i l a r  
re a s o n s .  •

We ask f o r  y o u r  s u p p o r t  of S B 162 to r e m o v e  o n e  of the 
d i s i n c e n t i v e s  a f f e c t i n g  b o r o u g h  o r g a n i z a t i o n ,  p a r t i c u l a r l y  
in the A l e u t i a n s  E a s t  region. T h i s  bill will not. a f f e c t  t h e  
n e w  b o r o u g h ' s  a b i l i t y  to d e l i v e r  q u a l i t y  s e r v i c e s ,  d o e s  not 
a f f e c t  fi s h  tax r e v e n u e s  e x i s t i n g  b o r o u g h s  a n d  r e c e i v e  docs 
n o t  a f f e c t  S t a t e  r e v e n u e s .  In a d d i t i o n ,  it d o e s  n o t  r e q u i r e  
any nftw OUftl* ftiwniva U j Implement.,

S i n c e r e l v

44'
Wayne^Marfc 
C i t y  M a n a g e r  
C i t y  of K i n g  c



CITY OF KING COVE
P.O. Box 37 . King Cove, Alaska 99612 . (907) 497-2340

H o n o r a b l e  F r e d  Z h a r o f f  
A l a s k a  S t a t e  S e n a t e  
B o x  V
Juneau, A l a s k a  9 9 8 1 1

February 23, 1987

R E : R e q u e s t  for F i s h  T a x  L e g i s l a t i o n  to S u p p o r t  A l e u t i a n s
E a s t  B o r o u g h  I n c o r p o r a t i o n

D e a r  S e n a t o r  Z h a r o f f :

T he A l e u t i a n s  E a s t  r e g i o n  r e q u e s t s  y o u r  s u p p o r t  in s u b m i t t i n g  
l e g i s l a t i o n  to e n a b l e  a p h a s e d  t r a n s i t i o n  of f i s h  b u s i n e s s  
t a x  r e v e n u e s  b e t w e e n  c i t i e s  and a b o r o u g h  w h e n  an A l e u t i a n s  
E a s t  B o r o u g h  is e s t a b l i s h e d .  E n c l o s e d  is a c o p y  of l a n g u a g e  
p r e p a r e d  b y  the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  
that a m e n d s  the e x i s t i n g  s t a t u t e  to a l l o w  this p h a s e d  
t r a n s i t i o n .  T h e  r e g i o n  s u p p o r t s  this l a n g u a g e  and r e c o m m e n d s  
it be u s e d  in the l e g i s l a t i o n .

As we h a v e  d i s c u s s e d ,  the r e g i o n a l  r e p r e s e n t a t i v e s  t h a t  met 
at the F e b r u a r y  3 m e e t i n g  in A n c h o r a g e  s u p p o r t  the p h a s e d  
t r a n s i t i o n  of f i s h  t a x  r e v e n u e s  to r e s o l v e  one of the 
d i s i n c e n t i v e s  a f f e c t i n g  t r a n s i t i o n  to a b o r o u g h  g o v e r n m e n t .  
T h i s  t r a n s i t i o n  is of p a r t i c u l a r  c o n c e r n  to the C i t i e s  of 
K i n g  Cove a n d  A k u t a n ,  w h i c h  w o u l d  lose a s i g n i f i c a n t  a m o u n t  
of t h eir o p e r a t i n g  r e v e n u e s  f r o m  e s t a b l i s h m e n t  of a b o r o u g h .  
We b e l i e v e  this l e g i s l a t i o n  w i l l  p r e s e n t  o p p o r t u n i t i e s  for 
the c i t i e s  to g r a d u a l l y  a d j u s t  to d e c r e a s e d  r e v e n u e s  and that 
it is the b e s t  w a y  to e n s u r e  the r e g i o n ' s  r e s i d e n t s  that the 
B o r o u g h  w i l l  c o m p l y  w i t h  this p h a s e d  t r a n s f e r .

We w i l l  a l s o  e x p l o r e  o p p o r t u n i t i e s  for the B o r o u g h  to a d d r e s s  
this p h a s e d  t r a n s i t i o n  of r e v e n u e s  in its i n c o r p o r a t i o n  
p e t i t i o n  to the L o c a l  B o u n d a r y  C o m m i s s i o n .  H o w e v e r ,  we 
r e c o m m e n d  l e g i s l a t i o n  be i n t r o d u c e d  as the b e s t  w a y  to 
g u a r a n t e e  th a t  this t r a n s f e r  w o u l d  o c c u r  for i n c o r p o r a t i o n  of 
the A l e u t i a n s  E a s t  b o r o u g h  and p o t e n t i a l  o t h e r  b o r o u g h s .

We h o p e  we can w o r k  t o g e t h e r  to h a v e  this l e g i s l a t i o n  
s u b m i t t e d  and a d o p t e d  this l e g i s l a t u r e  s e s s i o n .

P o i n tK i n g  C o v e



CITY OF KING COVE
P.O. Box 37 . King Cove, Alaska 99612 • (907) 497-2340

J a n u a r y  12, 1981

The H o n o r a b l e  F r e d  Z h a r o f f
P.O. B o x  405
Kodiak, A l a s k a  99615

R E : E s t a b l i s h i n g  a B o r o u g h  G o v e r n m e n t  in the A l e u t i a n s  E a s t
R e g i o n

D e a r  S e n a t o r  Zha r o f f :

The six c o m m u n i t i e s  of the A l e u t i a n s  E a s t  r e g i o n ,  A k u t a n ,
C o l d  Bay, F a l s e  Pass, K i n g  Cove, N e l s o n  L a g o o n  a n d  Sa n d  
Point, are p u r s u i n g  p o s s i b l e  f o r m a t i o n  of a b o r o u g h  
g o v e r n m e n t .  On  N o v e m b e r  10, 1986, l e a d e r s  f r o m  the a b o v e  
c o m m u n i t i e s  m e t  to e x a m i n e  c o n c e r n s  f a c i n g  the r e g i o n  and the 
m e r i t s  of f o r m i n g  a b o r o u g h  as a w a y  to a d d r e s s  t h e s e  
c o n c e r n s .  T h e  g e n e r a l  c o n s e n s u s  of the 27 p e r s o n s  that 
p a r t i c i p a t e d  in this m e e t i n g  was:

o t h e r e  are a n u m b e r  of s e r i o u s  f i n a n c i a l ,  c a p i t a l  
i m p r o v e m e n t  p roject, p o l i t i c a l  and o t h e r  p r o b l e m s  f a c i n g  
the r e g i o n ;

o c o m m u n i t y  leaders s h o u l d  m e e t  a g a i n  e a r l y  in 1987 to 
m a k e  a m o r e  i n f o r m e d  d e c i s i o n  on e s t a b l i s h i n g  a 3o r o u g h ;

o a d d i t i o n a l  i n f o r m a t i o n  m u s t  be g a t h e r e d  a n d  e x a m i n e d  
b e f o r e  c o m m u n i t y  leaders d e c i d e  if the a r e a  s h o u l d  
i n c o r p o r a t e  an A l e u t i a n s  E a s t  Bor o u g h ;

o an A l e u t i a n s  E a s t  B o r o u g h  is p r o b a b l y  the b e s t  w a y  for 
r e s i d e n t s  to a d d r e s s  m a n y  of the r e g i o n ' s  p r o b l e m s ;  and

o i n c o r p o r a t i o n  of an A l e u t i a n s  E a s t  B o r o u g h  m a y  s o o n  be 
: n e c e s s a r y .

T h i s  c o n s e n s u s  r e f l e c t s  an a w a r e n e s s  that the s e r i o u s  
f i n a n c i a l  p r o b l e m s  f a c i n g  the S t a t e  and A l e u t i a n s  E a s t  
c o m m u n i t i e s  w i l l  r e q u i r e  the r e g i o n  to e x a m i n e  w a y s  to r a i s e  
a d d i t i o n a l  local r e v e n u e s  to m a i n t a i n  s e r v i c e  d e l i v e r y .

In a d d r e s s i n g  f o r m i n g  a b o r o u g h ,  c o m m u n i t y  l e a d e r s  i d e n t i f i e d  
c o n c e r n s  w h i c h  m a y  be i m p e d i m e n t s  to e s t a b l i s h i n g  a B o r o u g h .  
T h r e e  of t h e s e  c o n c e r n s ,  w h i c h  are i d e n t i f i e d  b e l o w  and



d e s c r i b e d  in the a t t a c h e d  t o p i c a l  p a p ers, are on e s  w h i c h  wi l l  
r e q u i r e  l e g i s l a t i v e  a s s i s t a n c e  a n d  a c t i o n  to a c c o m p l i s h .  The 
r e g i o n  a s k s  f o r  y o u r  s u p p o r t  a n d  d i r e c t i o n  in h e l p i n g  to 
r e l i e v e  the p r o b l e m s  c a u s e d  by  t h e s e  i m p e d i m e n t s .

The t h r e e  c o n c e r n s  w h i c h  r e q u i r e  l e g i s l a t i v e  a t t e n t i o n  
i n c l u d e :

1) E f f e c t  of E s t a b l i s h i n g  a B o r o u g h  G o v e r n m e n t  on 
R e v e n u e s  for E d u c a t i o n  S e r v i c e s  that the R e g i o n  w i l l  
R e c e i v e . T h e  c o n c e r n  c e n t e r s  on the p o t e n t i a l  of 
s i g n i f i c a n t l y  d e c r e a s e d  r e v e n u e s  to the d i s t r i c t  for 
e d u c a t i o n  if a B o r o u g h  is e s t a b l i s h e d .  The e x i s t i n g  
S t a t e  S c h o o l  F o u n d a t i o n  F u n d i n g  F o r m u l a  d o e s  not i n c l u d e  
p r o v i s i o n s  to a d d r e s s  the m e r g i n g  of t h r e e  school 
d i s t r i c t s  i n t o  a s i n g l e  d i s t r i c t .  The r e g i o n  n e e d s  
a s s i s t a n c e  f r o m  y o u  to w o r k  w i t h  the D e p a r t m e n t s  of 
E d u c a t i o n  a n d  R e v e n u e ,  a n d  f e l l o w  l e g i s l a t o r s  to e n s u r e  
t he B o r o u g h  S c h o o l  D i s t r i c t  r e c e i v e s  a level of 
e d u c a t i o n  f u n d s  e q ual to t h o s e  w h i c h  w o u l d  h a v e  b e e n  
p r o v i d e d  to the A l e u t i a n s  R E A A  and Ki n g  C o v e  and Sa n d  
P o i n t  S c h o o l  D i s t r i c t s .

2) S h a r e d  F i s h  T a x  D i s t r i b u t i o n  - B o r o u g h / C i t i e s ;  The 
c o n c e r n  c e n t e r s  on  the loss of S t a t e  S h a r e d  Fi s h  T a x  
(Fi s h e r y  B u s i n e s s  Taxes) r e v e n u e s  to the r e g i o n ' s  four 
c i t i e s  if a B o r o u g h  is e s t a b l i s h e d .  T h i s  o c c u r s  b e c a u s e  
the p r e s e n t  law r e q u i r e s  c i t i e s  in the o r g a n i z e d  b o r o u g h  
to eg Tally s h a r e  r a w  f i s h  tax r e v e n u e s  t h e y  w o u l d  
r e c e i v e  w i t h  a b o r o u g h ,  w h i l e  a c i t y  in the u n o r g a n i z e d  
b o r o u g h  r e c e i v e s  a full s h a r e  of t h ese taxes. The 
r e g i o n  p r o p o s e s  the e x i s t i n g  law be a m e n d e d  to a l l o w  a 
three y e a r  p h a s e - o u t  of the a m o u n t  of r e v e n u e  the c i t i e s  
wi l l  lose to a b o r o u g h .  T h i s  a m e n d m e n t  is f u l l y  
e x p l a i n e d  in the a t t a c h e d  i s s u e  p a p e r  and will r e q u i r e  
l e g i s l a t i v e  a c t ion.

3) D o r o u g h  F o r m a t i o n  A s s i s t a n c e  F u n d s ; T h e  r e g i o n  n e e d s  
a p p r o x i m a t e l y  $ 3 0 , 0 0 0  and a s s i s t a n c e  f r o m  the D e p a r t m e n t  
of C o m m u n i t y  and R e g i o n a l  A f f a i r s  (DCRA) to c o m p l e t e  its 
e f f o r t s  to f o r m  a B o r o u g h .  To d ate, the r e g i o n  has us e d  
F Y  85 R e g i o n a l  S t r a t e g y  F u n d s  f r o m  D C R A  to fund its 
o r g a n i z a t i o n a l  e f f o r t s .  T h e s e  f u n d s  are n o w  e x h a u s t e d .  
T h e  r e g i o n  w o u l d  use the f u n d s  to c o n d u c t  m e e t i n g s  of 
r e g i o n a l  r e p r e s e n t a t i v e s ,  g a t h e r  data, p r e p a r e  its 
i n c o r p o r a t i o n  p e t i t i o n  and p u b l i s h  p u b l i c  i n f o r m a t i o n .
Th e  r e g i o n  w i l l  ne e d  the f u n d s  to c o n d u c t  t h ese 
a c t i v i t i e s  in M a r c h  - D e c e m b e r  1987.



T h e s e  t h r e e  issues, if th e y  c a n  be r e s o l v e d ,  w i l l  le s s e n  the 
i m p e d i m e n t s  and p r o v i d e  i n c e n t i v e s  to e s t a b l i s h  a B o r o u g h .  
T h e  r e g i o n  wi l l  k e e p  you a p p r a i s e d  of our e f f o r t s  to p u r s u e  
B o r o u g h  f o r m a t i o n  and is a v a i l a b l e  to f u r t h e r  d i s c u s s  the 
a b o v e  t h r e e  c o n c e r n s  w i t h  you. In a d d i t i o n  y o u  and y o u r  
s t a f f  a r e  i n v i t e d  to p a r t i c i p a t e  in the ne x t  m e e t i n g  of 
c o m m u n i t y  leaders, w h i c h  is t e n t a t i v e l y  s c h e d u l e d  for the 
f i r s t  w e e k  of F e b r u a r y  in A n c h o r a g e .

Also, e n c l o s e d  for y o u r  r e v i e w  is i n f o r m a t i o n  t h a t  h a s  b e e n  
p r o d u c e d  on the A l e u t i a n s  Ea s t  B o r o u g h .  Th i s  i n f o r m a t i o n  
i n c l u d e s :

o A l e u t i a n s  E a s t  R e g i o n a l  G o v e r n m e n t  S t u d y , M a r c h  1986 
report;

o E x e c u t i v e  s u m m a r y  of the a b o v e  r e p o r t ,  M a r c h  1986;

o A l e u t i a n s  E a s t  R e g i o n a l  G o v e r n m e n t  Study, I s s u e s / D a t a  
U p d a t e  paper, O c t o b e r  31, 1986, w h i c h  w a s  d i s t r i b u t e d  to 
r e p r e s e n t a t i v e s  that a t t e n d e d  the N o v e m b e r  10, 1986 
m e e t i n g ;

o A l e u t i a n s  E a s t  B o r o u g h  - W h y  Is It B e i n g  C o n s i d e r e d ? , 
b r o c h u r e ,  J a n u a r y  1987, w h i c h  w a s  d i s t r i b u t e d  on J a n u a r y  
9, 1987 to all b o x  h o l d e r s  in the A l e u t i a n s  E a s t  region.

We w o u l d  a p p r e c i a t e  the o p p o r t u n i t y  to d i s c u s s  t h e  r e g i o n ' s  
c o n c e r n s  w i t h  y o u  w h e n  you pass t h r o u g h  A n c h o r a g e  on v o u  w a y  
to J u n eau.

I '
L a m a r  J. 'Gotten 
C i t y  A d m i n i s t r a t o r

S i n c e r e l y ,

Cirty M a n a g e r
1689 1C ' S t r e e t  
A n c h o r a g e ,  A l a s k a  99501 
2 7 6 - 2 7 0 0



S T A T S  !■ I S H E R I E S  B U S I N E S S  (RAW FISH) TAX

D E S C R I P T I O N  OF P R E S E N T  D I S T R I B U T I O N  S Y S T E M  F O R  S T A T E  
F I S H E R I E S  B U S I N E S S  T A X  R E V E N U E S : E x i s t i n g  S t a t e  law p r o v i d e s
t h a t  t h e  S t a t e  and c i t i e s  in the U n o r g a n i z e d  B o r o u g h  e q u a l l y  
share, 50%-50%, S t a t e  F i s h e r i e s  B u s i n e s s  T a x  r e v e n u e s  (for 
f i s h  d e l i v e r e d  w i t h i n  c i t y  b o u n d a r i e s )  . H o w e v e r ,  if a 
b o r o u g h  exists, the S t a t e  r e c e i v e s  its 50% share, b u t  the 
b o r o u g h  and c i t i e s  w i t h i n  the b o r o u g h  m u s t  e q u a l l y  s h a r e  the 
o t h e r  50% of r e v e n u e s .  Thus, if an A l e u t i a n s  Ea s t  B o r o u g h  is
e s t a b l i s h e d ,  c i t i e s  w h i c h  p r e s e n t l y  r e c e i v e  50% of S t a t e
F i s h e r i e s  T a x  r e v e n u e s  see this a m o u n t  d e c r e a s e  to 25% of the 
S t a t e  tax, a loss of ‘̂alf of the c i t ies' p r e s e n t  fish tax 
r e v e n u e s .

The c i t i e s  of A k u t a n ,  K i n g  Co v e  and S a n d  Point, and to a 
lesser e x t e n t ,  C o l d  Bay, r e c e i v e  a large a m o u n t  of their 
m u n i c i p a l  r e v e n u e s  f r o m  S t ate Fi s h  T a x  r e v e n u e s .  For 
e x a m p l e ,  the f o l l o w i n g  r e p r e s e n t s  r e v e n u e s  r e c e i v e d  for FY 36 
and FY 87:

A k u t a n  K i n g  C o v e  Sa n d  P o i n t  C o l d  Bay

FY 86 $ 1 2 1 , 0 0 0  $ 4 1 0 , 0 0 0  $ 8 8 , 0 0 0  ( a b o u t ) $2 , 5 0 0

FY 87 $ 3 5 6 , 0 0 0  $ 3 2 7 , 0 0 0  $ 1 1 4 , 0 0 0  ( a b o u t )$2,500

In short, the a b o v e  c i t i e s  r e c e i v e d  a total of $ 6 2 1 , 5 0 0  in FY
86, and $ 8 0 0 , 0 0 0  in FY  87.

D E S C R I P T I O N  OF  C O N C E R N :  In e x a m i n i n g  B o r o u g h  f o r m a t i o n ,  the
p r e s e n t  d i s t r i b u t i o n  m e t h o d  c a u s e s  s i g n i f i c a n t  c o n c e r n  a m o n g  
the c i t i e s  in the A l e u t i a n s  E a s t  r e g ion. If a B o r o u g h  is 
e s t a b l i s h e d ,  e a c h  c i t y  w o u l d  i m m e d i a t e l y  lose a s i g n i f i c a n t  
a m o u n t  of its local r e v e n u e  b a s e  to the n e w  B o r o u g h .  This 
loss, w h e n  c o u p l e d  w i t h  p r o j e c t e d  d e c r e a s e s  in S t a t e  
M u n i c i p a l  A s s i s t a n c e  ( e l i m i n a t i o n  of this p r o g r a m  has b e e n  
p u b l i c l y  d i s c u s s e d  by G o v e r n o r  C o w p e r ' s  a d m i n i s t r a t i o n ) ,
S t a t e  R e v e n u e  S h a r i n g  and S t a t e  Sc h o o l  F o u n d a t i o n  funds, will 
m a k e  it e x t r e m e l y  d i f f i c u l t  for t h e s e  c i t i e s  to a b s o r b  the 
loss of half of the S t a t e  Fish T a x  m o n i e s .  T h i s  r e v e n u e  loss 
is h e i g h t e n e d  b e c a u s e  it o c c u r s  in o n e  year; the y e a r  the 
b o r o u g h  is i n c o r p o r a t e d .

The C i t y  of K i n g  C o v e ' s  b u d g e t  and r e v e n u e s  a r e  u s e d  to 
i l l u s t r a t e  the e x t e n t  of loss. In FY 86, Ki n g  C o v e  had 
g e n e r a l  o p e r a t i n g  r e v e n u e s  of a b o u t  $ 1 , 0 0 0 , 0 0 0 .  Of these, 
$ 4 1 1 , 0 0 0  or a b o u t  41%, w e r e  o b t a i n e d  from the 50% 
d i s b u r s e m e n t  of S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s .  If a b o r o u g h  
e x i s t e d  in FY 86, King C o v e  w o u l d  h a v e  lost a b o u t  $ 2 0 5 , 0 0 0  or 
20% of its g e n e r a l  o p e r a t i n g  r e v e n u e  b a s e  to the b o r o u g h .



S i m i l a r l y ,  in F Y  87, a b o u t  35% ($327^000) of K i n g  C o v e ' s  
r e v e n u e s  a r e  f r o m  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ;  o r  a loss 
of a b o u t  18% of its o p e r a t i n g  f u n d s  if a b o r o u g h  e x i s t e d .  
A k u t a n  o b t a i n s  a n  e v e n  g r e a t e r  p e r c e n t a g e  of  its o p e r a t i n g  
f u n d s  t h a n  K i n g  C o v e  fr o m  S t a t e  S h a r e d  Fi s h  T a x  r e v e n u e s ,  
w h i l e  S a n d  P o i n t  r e c e i v e s  a lesser, b u t  s i g n i f i c a n t  amount.

C o l l e c t i v e l y ,  the A l e u t i a n s  E a s t  r e g i o n  c i t i e s  v i e w  the 
p r e s e n t  m e t h o d  for d i s t r i b u t i n g  S t a t e  S h a r e d  F i s h  T a x  
r e v e n u e s  as a d i s i n c e n t i v e  to e s t a b l i s h i n g  a b o r o u g h .  This 
r e v e n u e  loss (if a b o r o u g h  is e s t a b l i s h e d ) ,  c o m b i n e d  w i t h  the 
p r o j e c t e d  l o s s e s  in o t h e r  S t a t e  a s s i s t a n c e  funds, and little, 
if any, d e c r e a s e  in s e r v i c e s  w h i c h  the c i t i e s  d e l i v e r ,  ex c e p t  
for e d u c a t i o n ,  w i l l  c a u s e  s e v e r e  s h o r t f a l l s  in C i t y  b udgets. 
T h e  c i t i e s  n e e d  a w a y  to m i t i g a t e  these lo s s e s  so they, like 
the State, c a n  g r a d u a l l y  a d j u s t  to r e d u c e d  r e v e n u e s .  
S p e c i f i c a l l y ,  the A l e u t i a n s  E a s t  r e g i o n  c i t i e s  ne e d  ti m e  to 
a d j u s t  to the e l i m i n a t i o n  of h a l f  of the F i s h  T a x  R e v e n u e s  
w h i c h  t h e y  p r e s e n t l y  receive.

L E G I S L A T I V E  A S S I S T A N C E  NEEDED: C i t i e s  in the A l e u t i a n s  East
r e g i o n  as w e l l  as t h o s e  in o t h e r  c o a s t a l  a r e a s  w h i c h  may 
p u r s u e  b o r o u g h  f o r m a t i o n ,  w o u l d  b e n e f i t  fr o m  a p h a s e d  
r e d u c t i o n  in the a m o u n t  of S t a t e  S h a r e d  Fish T a x  revenues, 
r a t h e r  t h e n  an a b r u p t  i m m e d i a t e  r e d u c t i o n  of h a l f  of these 
r e v e n u e s .  T h e  i n t e n t  of the 'hased r e d u c t i o n  is to p r o v i d e
the c i t i e s  w i t h  a t r a n s i t i o n  p e r i o d  to a d j u s t  to p e r m a n e n t
r e v e n u e  losses, a n d  to m i t i g a t e  o n e  of the d i s i n c e n t i v e s  for 
b o r o u g h  i n c o r p o r a t i o n .  T w o  o p t i o n s  are r e c o m m e n d e d  for 
l e g i s l a t i v e  a c t i o n  to h e l p  a c c o m p l i s h  this o b j e c t i v e .

O p t i o n  1 - T h e  S t a t e  p r o v i d e s  ea c h  C i t y  75% of its full 
s h a r e  for y e a r  one, 50% for y e a r  two, and 25% for y e a r  three, 
of the d i f f e r e n c e  b e t w e e n  50% and 2 q % of S t a t e  S h a r e d  Fish 
T a x  r e v e n u e s  a f t e r  a B o r o u g h  is e s t a b l i s h e d .  In a d d i t i o n ,
the B o r o u g h  b e g i n s  to r e c e i v e  its full 25% s h a r e  of S t a t e
r e v e n u e s  f r o m  the d a t e  the B o r o u g h  is e s t a b l i s h e d .

T h e  _ : ! low i n g  i l l u s t r a t e s  how O p t i o n  #1 w o u l d  a p p l y  a s s u m i n g  
a C i t y  w e r e  e l i g i b l e  to r e c e i v e  (if it had r e m a i n e d  in the 
U n o r g a n i z e d  Bor o u g h )  $ 4 0 0 , 0 0 0  in S t a t e  S h a r e d  F i s h  Taj; 
r e v e n u e s  for e a c h  of 3 years.

Y e a r  #1. C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  pl u s  an a d d i t i o n a l
a p p r o p r i a t i o n  of $ 1 5 0 , 0 0 0  (75% of f u n d s  B o r o u g h  w o u l d  
r e c e i v e ) ,  a n d  the B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .

Y e a r  #2. C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  pl u s  an a d d i t i o n a l
a p p r o p r i a t i o n  of $ 1 0 0 , 0 0 0  (50% of f u nds B o r o u g h  w o u l d  
r e c e i v e ) ,  a n d  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .



Y e a r  #3. C i t y  r e c e i v e s  $200, 0 0 0 ,  plus an a d d i t i o n a l
a p p r o p r i a t i o n  of $ 5 0 , 0 0 0  (25% of funds B o r o u g h  w o u l d  
r e c e i v e  ) and B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .

Y e a r  #4 and b e y o n d .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0  and B o r o u g h  
r e c e i v e s  $ 2 0 0 , 0 0 0 .  No a d d i t i o n a l  S t a t e  f u n d s  are 
r e q u i r e d .

O p t i o n  #1 w i l l  e n a b l e  c i t i e s  to a d j u s t  to the p e r m a n e n t  loss 
o f  t h e s e  r e v e n u e s  o v e r  a three y e a r  period, r a t h e r  then in 
o n e  year. Also, this p r o v i d e s  a B o r o u g h  w i t h  the f u n u s  it 
n e e d s  to d e l i v e r  s e r v i c e s  to b o r o u g h  r e s i d e n t s .  T h i s  
a p p r o a c h  w o u l d  r e q u i r e  the S t a t e  to p r o v i d e  a d d i t i o n a l  
r e v e n u e s  for a p e r i o d  of t h r e e  y e a r s  to this r e g i o n  (and 
p o t e n t i a l l y  o t h e r s  that may e s t a b l i s h  a B o r o u g h ) , b u t  w o u l d  
n o t  r e q u i r e  a p e r m a n e n t  c o m m i t m e n t  of S t a t e  f u n d s  a b o v e  and 
b e y o n d  p r e s e n t  S t a t e  Fi s h  Tax f o r m u l a  d i s t r i b u t i o n s .  In 
r e t u r n ,  the S t a t e  w o u l d  e n c o u r a g e  B o r o u g h  f o r m a t i o n ,  a State 
goal, by  r e m o v i n g  o n e  of the o b s t a c l e s  - i m m e d i a t e  loss of 
r e v e n u e s  - to the C i t i e s .

T h i s  a p p r o a c h  is s i m i l a r  to the S t a t e ' s  m e t h o d  of t r y i n g  to 
r e a c h  a s u s t a i n a b l e  budget. T h e  S t a t e  is g r a d u a l l y  r e d u c i n g  
s e r v i c e s / b u d g e t  tc a s u s t a i n a b l e  level, rather than m a k i n g  
w h o l e s a l e  r e d u c t i o n s  in one y e a r  b e c a u s e  of r e v e n u e
s h o r t f a l l s  ---  m a k i n g  the b u d g e t  e q ual r e v e n u e s  received.
T h i s  p o l i c y  is b e i n g  p u r s u e d  e v e n  th o u g h  it r e q u i r e s  the
i n f u s i o n  of one time s o u rces of r e v e n u e s  or r e s e r v e  or
s a v i n g s  a c c o u n t  funds into the S t a t e  b u d get.

O p t i o n  2 - The S t a t e  r e t ains its 50% of r e v e n u e s ,  and 
e a c h  c i t y  r e c e i v e s  its 25% share, plus a g r a d u a t e d  r e d u c t i o n  
of the b o r o u g h ' s  25% share. T h e  p r o p o s e d  d i s t r i b u t i o n  of a 
p e r c e n t a g e  of the B o r o u g h ' s  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e  to 
the r e s p e c t i v e  c i t i e s  w o u l d  be o v e r  3 ye a r s .  E a c h  C i t y  w o u l d  
r e c e i v e  its r e s p e c t i v e  s hare at the rate of 75% of B o r o u g h
s h a r e  - y e a r  1, 50% of B o r o u g h  s h a r e  - y e a r  2, and 25% of
B o r o u g h  s h are - y e a r  3.

U s i n g  the sa m e  e x a m p l e  as O p t i o n  #1, $ 4 0 0 , 0 0 0  p e r  y e a r  in 
F i s h  T a x  b u s i n e s s  d o n e  w i t h i n  c i t y  limits, O p t i o n  #2 w o u l d  
r e s u l t  in the fol l o w i n g :

Y e a r  #1. C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  plus 75% of the
B o r o u g h ' s  a l l o c a t i o n  $150, 0 0 0 ,  and the B o r o u g h  w o u l d  
r e c e i v e  $50,000.

Y e a r  #2. C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  plus 50% of the
B o r o u g h ' s  a l l o c a t i o n  $ 1 0 0 , 0 0 0 ,  and the B o r o u g h  w o u l d  
r e c e i v e  $ 1 0 0 , 0 0 0 .



Y e a r  #3. C i t y  w o u l d  r e c e i v e  $ 20 0, 00 0,  plus 25% of the
B o r o u g h ' s  a l l o c a t i o n  $5 0 , 00 0,  and the B o r o u g h  w o u l d  
r e c e i v e  $1 5 0, 00 0.

Y e a r  #4 a n d  b e y o n d .  C i t y  w o u l d  r e c e i v e  $2 00 , 0 0 0 ,  b u t  no ne  of 
the b o r o u g h  share, and the b o r o u g h  w o u l d  r e c e i v e  its 
full $ 2 0 0 , 0 0 0  a l l o c a t i o n .

T h i s  w o u l d  a l l o w  c i t i e s  to g r a d u a l l y  w e a n  t h e m s e l v e s  fr om  
r e l i a n c e  o n  f i s h  tax r e v e n u e s  and m i t i g a t e  one of the 
c o n c e r n s  w i t h  e s t a b l i s h i n g  a B o r o u g h  - i m m e d i a t e  loss of 
a l m o s t  20% of c i t y  r e v e n u e s  for at le as t 2 of the A l e u t i a n s  
E a s t  c i t i e s .

H o w e v e r ,  this a p p r o a c h ,  u n l i k e  o p t i o n  1, m ay  c a u s e  p r o b l e m s  
for B o r o u g h  s e r v i c e  d e l i v e r y .  The  n e w l y  e s t a b l i s h e d  b o r o u g h  
w i l l  n ot  r e c e i v e  its full s har e of Fi s h T a x  r e v e n u e s ,  and may 
no t h a v e  a d e q u a t e  fu nds to o p e r a t e .  For e x a m p l e ,  in FY 37, 
the A l e u t i a n s  E a s t  B o r o u g h  (if it was  e s t a b l i s h e d )  w o u l d  not 
h a v e  r e c e i v e d  a p p r o x i m a t e l y  $ 36 0, 00 0 , b e c a u s e  the c i t i e s  
w o u l d  r e t a i n  t h e s e  fu nds  in y e a r  one  u s i n g  this option. In 
y e a r  two, thi s a m o u n t  w o u l d  d e c r e a s e  to a b o u t  $ 24 0, 0 0 0 ,  and 
in y e a r  three, w o u l d  fu r t h e r  d e c r e a s e  to a b o u t  $1 20, 00 0, 
b e c a u s e  of the g r a d u a t e d  r e d u c t i o n .  H o w e v e r ,  thi s m e t h o d  
w o u l d  no t r e q u i r e  the a l l o c a t i o n  of a d d i t i o n a l  S t a t e  funds, 
it w o u l d  o n l y  r e q u i r e  l e g i s l a t i v e  a c t i o n  to a d o p t  the change, 
an d a d m i n i s t r a t i v e  a c t i o n  to i m p l e m e n t  it. The m a j o r  
d i s a d v a n t a g e  to this o p t i o n  fr om  the r e g i o n ' s  p e r s p e c t i v e  is 
the loss of f un ds  to h e l p  the n e w l v  e s t a b l i s h e d  b o r o u g h  
b e c o m e  o p e r a t i o n a l .

T h e  c o m m u n i t i e s  w h i c h  are c o n s i d e r i n g  b o r o u g h  f o r m a t i o n  in 
the A l e u t i a n s  E a s t  r e c o g n i z e  that e i t h e r  of t h e s e  o p t i o n s  may 
be d i f f i c u l t  to ac hie ve,  but b e l i e v e  a p h a s e d  r e d u c t i o i  in 
S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s  is n e e d e d  to e n c o u r a g e  b o r o u g h  
f o r m a t i o n .
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IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

For an A c t  entitled: "An A c t  r e l a t i n g  to f i s h e r i e s  l a s i n e s s  t a x  r e f u n d s  to

l o c a l  g o v e r n m e n t ;  a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  

d a t e ."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  THE S T A T E  OF A L A SKA:

* S e c t i o n  1. AS 4 3 . 7 5 . 1 3 0 ( a )  is a m e n d e d  to read:

(a) E x c e p t  as p r o v i d e d  in (d) of this section, the [THE] c o m m i s­

si o n e r  o f  r e v e n u e  s h a l l  p a y

(1) to e a c h  u n i f i e d  m u n i c i p a l i t y  and to e a c h  ci t y  l o c a t e d  

in the u n o r g a n i z e d  b o r o u g h ,  50 p e r c e n t  of the a m o u n t  of  tax r e v e n u e  

c o l l e c t e d  in the m u n i c i p a l i t y  f r o m  taxes le v i e d  u n d e r  [BY] this c h a p­

ter ;

(2) to e a c h  c i t y  l o c a t e d  w i t h i n  a b o r o u g h ,  25 p e r c e n t  of 

the a m o u n t  of tax r e v e n u e  c o l l e c t e d  in the c i t y  f r o m  taxes le v i e d  

u n d e r  [BY] this cha p t e r ;  a n d

(3) to e a c h  b o r o u g h

(A) 50 p e r c e n t  of the a m o u n t  of tax r e v e n u e  c o l l e c t e d

in the area of  the b o r o u g h  o u t s i d e  cities f r o m  taxes le v i e d  u n d e r  

[BY] this cha p t e r ;  and

(B) 25 p e r c e n t  of the amo u n t  of tax r e v e n u e  c o l l e c t e d  

in cities l o c a t e d  w i t h i n  the b o r o u g h  fr o m  taxes l e v i e d  u n d e r  [BY] 

this chapter.

* Sec. 2. AS 4 3 . 7 5 . 1 3 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

(a) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of (a)(2) a n d  (a)(3)(E) of 

this section, the c o m m i s s i o n e r  s hall pay
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(1) to e a c h  city in a b o r o u g h  that is i n c o r p o r a t e d  a f t e r  

the e f f e c t i v e  date of this A c t  the f o l l o w i n g  p e r c e n t a g e s  of  the tax 

r e v e n u e  c o l l e c t e d  in the ci t y  f r o m  taxes le v i e d  u n d e r  this chapter:

(A) 45 p e r c e n t  of the taxes c o l l e c t e d  d u r i n g  the

c a l e n d a r  y e a r  in w h i c h  the b o r o u g h  is incorp o r a t e d ;

(B) 40 p e r c e n t  of the taxes c o l l e c t e d  d u r i n g  the first

c a l e n d a r  y e a r  a f t e r  the c a l e n d a r  y e a r  in w h i c h  the b o r o u g h  is

i n c o r p o r a t e d ;

(C) 35 p e r c e n t  of  the taxes c o l l e c t e d  d u r i n g  the

s e c o n d  c a l e n d a r  y e a r  a f t e r  the c a l e n d a r  y e a r  in w h i c h  the b o r o u g h  

is i n c o r p o r a t e d ;  and

(D) 30 p e r c e n t  of the taxes c o l l e c t e d  d u r i n g  the t h i r d

c a l e n d a r  y e a r  a f t e r  the c a l e n d a r  y e a r  in w h i c h  the b o r o u g h  is

i n c o r p o r a t e d ;  and

(2) to ea c h  b o r o u g h  that is i n c o r p o r a t e d  a f t e r  the e f f e c­

tive  date o f  this A c t  the f o l l o w i n g  p e r c e n t a g e s  of the tax r e v e n u e  

c o l l e c t e d  in the cities l o c a t e d  w i t h i n  the b o r o u g h  f r o m  taxes lev i e d  

u n d e r  this c h apter:

(A) 5 p e r c e n t  o f  the taxes c o l l e c t e d  d u r i n g  the c a l e n­

dar y e a r  in w h i c h  the b o r o u g h  is i n c o r p o r a t e d ;

(B) 10 p e r c e n t  of the taxes c o l l e c t e d  d u r i n g  the first

c a l e n d a r  y e a r  a ^ t e r  the c a l e n d a r  y e a r  in w h i c h  the b o r o u g h  is

i n c o r p o r a t e d ;

(C) 15 p e r c e n t  of the taxes c o l l e c t e d  d u r i n g  the

se c o n d  c a l e n d a r  ye a r  a f t e r  the c a l e n d a r  ye a r  in w h i c h  the b o r o u g h

is i n c o r p o r a t e d ;  and

(D) 20 p e r c e n t  o f  the taxes c o l l e c t e d  d u r i n g  the third

c a l e n d a r  y e a r  a f t e r  the c a l e n d a r  y e a r  in w h i c h  the b o r o u g h  is

i n c o r p o r a t e d .

C S S B  1 6 2 (C&RA) -2-



W O R K  D R A F T

(e) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of (d) o f  this s ection, a 

c i t y  m a y  a d o p t  an o r d i n a n c e  to t r a n s f e r  a p o r t i o n  of the f unds r e­

c e i v e d  u n d e r  (d)(1) of this s e c t i o n  to the b o r o u g h  in w h i c h  the city 

is located.

" Sec. 3. Th i s  A c t  takes e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .

-3- C S S B  1 6 2 (CSRA)



T O : MARTY

FROM: DAN

SUBJECT SB 162

The following offers two options for language which might be 
added to the referenced bill to allow flexibility in the 
implementation of the raw fish taxes. The suggested language 
would be inserted at the end of the first section of the bill 
(bottom of page two of the version which I have). In fact, 
both options could be included in the bill (in which case you 
should change the subsection designation of option 2 from "(e)" 
to "(f)". Frankly, I think option two is necessary.

e) In the event that the provisions of subsection (d) may 
cause financial infeasibilities for the newly formed borough, 
the city council of any city within the borough may agree, 
during any of the first four calendars years of the borough's 
existence, to transfer to the newly formed borough a portion of 
the city's annual entitlement to revenue collected from taxes 
levied under this chapter. The amount to which the city agrees 
to transfer to the borough may not reduce the entitlement of 
the city for any one year below that provided by AS 
43.75.130(a)(2). The commissioner shall distribute funds to 
cities and boroughs in accordance with the provisions of any 
agreements reached under this subsection.

O P T IO N  I I

e) In the event that the provisions of subsection (d) may 
cause financial infeasibilities for a borough proposed to be 
formed under the provisions of AS 29.05, petitioners for 
incorporation of the borough may include in the petition, 
provisions for increased entitlements to the borough during any 
of the first four c a l e n d a r s .years of its existence for revenue 
collected from taxes levied unber this chapter. The increased 
entitlement may not exceed the entitlement of the borough for 
any one year beyond that provided by AS 43.75.130(a)(3). The 
commissioner shall pay the newly formed borough an entitlement 
in accordance with the provisions of the petition under which 
it was incorporated.

O P T IO N  I

f



STATE OF ALASKA 1987 LEGISLATIVE SESSION 

FISCAL NOTE

Bill Version: SB 162

R E Q U E S T ______________________________________  Publish Date:_______________

Revision Date: 3/10/87_____________________ Agency A f f e c t e d :  Re \
Title: An Act relating; to fisheries BRU: Audit__________________

business refunds to local Rpvernments___________ ________________________________

Sponsor: Zharoff____________________________ Components:___________________________

Requestor:_____________________________________ _________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 87 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92

! OPERATING 1 1 1 1 1 1
| PERSONAL SERVICES | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

! TRAVEL | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

| CONTRACTUAL | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

| SUPPLIES | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

i EQUIPMENT | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

| LANDS & STRUCTURES | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

| GRANTS, CLAIMS | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

1 MISCELLANEOUS 1 - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

1 TOTAL OPERATING I - 0 - | - 0 - | - 0 - | - 0 - | - 0 - I - 0 -

1 CAPITAL I - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

1 REVENUE 

FUNDING: (Thousands of

I - 0 -

Dollars)

| - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

| GENERAL FUND | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

| FEDERAL FUNDS | - 0 - | - 0 - | - 0 - | - 0 - 1 - 0 - | - 0 -

| OTHER | - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -

I TOTAL 1 - 0 - | - 0 - | - 0 - I - 0 - | - 0 - | - 0 -

POSITIONS:
| FULL-TIME 1 1 1 1 I 1
I PART-TIME 1 1 1 1 1 1
1 TEMPORARY 1 1 1 1 1 1

Prepared By: 

Division: Audit

Approved by Commissioner: 

Agency:

ANALYSIS: See attached.

Phone: 465-2320
Date: 3/10/87 

Date:

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget

Impacted Agency(ies) page 1 of__ 2__

Senate Secretary • * ; - - r-ar- ;



Fiscal N o t e  Analysis 
Senate Bill 162 

Prepared 3/10/87

The communities of Sand Point, King Cove, Akutan, False Pass and Nelson 

Lagoon will soon be incorporating to form a n e w  borough w ithin the 

state. AS 43.75.130(a) currently p r o v i d e s  that to each unified 

municipality and to each city located w i thin an unorganized borough, 50 

percent of the amount of fisheries business tax revenue collected in the 

municipality will be refunded b y  the commissioner of revenue to these 

agencies. The cities named above ha v e  in past years received this 50 

percent share. However, when a city lies within an organized borough, 

the city and the borough each receive a .25 percent share. Therefore, in 

order to phase in an anticipated reduction in shared revenues to these 

areas, SB 162 amends AS 43.75.130 by adding a n e w  subsection (d) to 

minimize the revenue impact on the impacted cities.

AS 43.75.130(d) provides that the commissioner of revenue shall pay to 
each city in a borough that is incorporated after the effective date of 

this Act: 45 p e r c e n t  of the taxes collected during the calendar year in

which incorporation occurs; 40 p e r cent of the taxes collected during the 

first calendar year following the year of incorporation; 35 percent of 

the taxes collected during the second calendar year; and 30 percent of 

the taxes collected during the third calendar year.

Subsection (d) also provides that the commissioner shall p ay to each 

borough that is incorporated after the effective date of this Act: 5

percent of the taxes collected during the calendar year in which the 

borough is incorporated; 10 percent during the first calendar year after 

incorporation; 15 p e r cent during the second calendar year; and 20 percent 

during the third calendar year.

The Act is to takes effect immediately under AS 01.10.070(c).



Bill Version : ^
R E Q U E S T :  Publish Date : ----------

Revision Date:_________________________________ Agency Affected: Revenue______
Tide:Relating to Fisheries Business Tax B R U ._______

Refunds to Local Government__________ ___________________________

STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Sponsor : <snaroi 1___________________________ Components :
Requestor: ____________

E X P E N D I T U R E S / R E V E N U E S : (Thousands of Dollars)

O PERATING FY 87 FY 88 F Y  89 F Y  90 F Y  91 F Y  92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

T O T A L  O P E R A T I N G

CAPITA!.

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D I N G :  (Thousands of Dollars!

GENERr\LFUND 
FEDERAL FUNDS 
OTHER 
'ITTTAL

P O S I T I O N S :

FULL-TIME
PART-TIME
TEMPORARY

A N A L Y S I S  : (Attach a separate page if necessary)

Prepared by : 

Division :

Robert Elliot 465-2173
Qacab npn

Approved by Commissioner^ 

Agency:  _____________

Phone:, 

Date

~7~7 Date:. 3 /

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 

Impacted Agcncy(ies)

Senate Secretary

page. of



PEOUEST

STATE OF ALASKA 1?P7 LEGISLATIVE SESSION 

FISCAL NOTE

Bill Version: SB 162 

Publish Date:

Revision Date: ___________

Title: An act relating to fisheries

Agency Affected: Pevenue 

RPU: Administrative Services

business tax refunds to local gc\rt

Sponsor: Z h a r o f f ____________________

PeouestoT: Senate Labor £ Commerce
Components:

EXPENOITUP.ES/PEVENUES: (Thousands of Dollars)

1 | FY 87 I FY 88 1 FY 89 | FY 90 1 FY 01 | FY 92
OPEPATIMG T T

I p e r s o n a l s e r v i c e s - ..... ■ 1 - 1 - '1 - 1 - I - 1 -

I TRAVEL 1 - 1 - 1 - 1 - 1 - -

I CONTRACTUAL I - 1 - 1 - 1 - 1 - 1 -

1 SUPPLIES 1 - 1 - 1 - 1 - 1 - 1 -

I FOUIPNENT 1 - I - 1 - 1 - 1 - 1 -

I LANDS £• STRUCTURES 1 - 1 - 1 - 1 - 1 - 1 -

1 GRANTS, CLAIMS - 1 - 1 - 1 - 1 - 1 -

MISCELLANEOUS 1 - 1 - 1 - 1 - 1 - 1 -

TOTAL OPERATING ~ T  - 1 - 1 - 1 - 1 - I

1 CAPITAL ! -  - ' | - i - i-- ~ j - i

I R E V E N U E ' |  

FUNDING: (Thousands of Dollars)

- r - i - i - i - i

GENERAL FUND 

FEDERAL FUNDS 

OTHFP 

TOTAL

POSITIONS:

1 FULL-TIME 

| PAPT-TIME 

I TEMPCPARY

ANALYSIS: Attach a separate page if necessary

There is no measurable administrat. . this division.

The accounting for shared taxes will t>e .. f*ce slightly more complex.

Phone:B. Jones 465-2313

Division: Administrative Services Date: 3/17/87

Approved by Commissioner: / / Z tz z . " V T ^ -  Date: 3 / f s / e  ?
Aqenc.y: Pevenue /  / /

Distribution (by Agency preparing fiscal note) 

Legislative Finance 

Legislative Sponsor 

Peouestor

Office of Management and Budget 

Impacted Aoency(ios)

Senate Secretary

page of



STEVE COWPER, G O V E R N O R

□  P.O. BOX B

JUNEAU. ALASKA 99B11-2100 

PHONE: (907) 465-4700

□  949 E. 36TH AVENUE, SUITE 400
ANCHORAGE. ALASKA 99508-4302 

PHONE: (907) 563-1073

DEPT . OF COM M UN ITY & HEG IO NA L A F F A II tS

OFFI CE  O F  THE  C O M M I S S I O N E R  

March 16, 1987

P O S IT IO N  PAPER

RE: SB 162 —  "An Act relating to fisheries business tax
refunds to local government; and p r o v iding for an effective 
d a t e . "

SPONSOR: Senator Zharoff

Program Effects of Bill:

Section 1 of the bill amends existing language in 
AS 43.75.130(a) to provide for a new subsection (d) as well as 
several minor "house cleaning" wordin g changes.

Section 2 of the bill amends AS 43.75.130 by adding a new 
subsection (d) which provides for a five-year phasi ng in of the 
sharing of fish tax revenues between cities and boroughs in the 
instance of n e w  borough formation.

Section 3 of the bill provides for an immediate effective date 
for the Act.

C o m m e n t s :

The existing State Fisheries Busin ess Tax law provides for a 
"refund" of this state tax to m u n i c i p a l i t i e s  in w h o s e
jurisdiction the tax was collected. In the case of unified 
munici p a l i t i e s  and cities in the unorg anized borough, 50
percent of the tax revenue collected w ithin  mun icipal 
boundaries is returned. However, cities located within a 
borough must in turn share 50 p e rcent of their fish tax refund 
with the su rrounding borough. In other words, such a city
would receive only 25 percent of the fish tax collected w i t h i n
its jurisdiction; the other 25 percent would go to the borough.

The state fish tax provides a significant and relatively stable 
portion of total revenues for many cities p r e s ent ly located 
outside of organi zed boroughs. The f o r m ation of a borough 
which would include such cities would result in sudden and 
substantial revenue losses for these cities. Cities located 
within the new borough have no guarantee of receiving any of 
this funding back from the borough. The p r o s p e c t  of such a 
revenue shock represents a clear d i s incentive to borough 
formation. Providing for a phased t ransiti on into the sharing 
of fish tax revenues from cities to new boroughs would reduce 
the severity of the shock to city operations; consequently, 
reducing the d i s i n c e n t i v e  to borough formation.

21-P1LH



SB 162
March 16, 1987 
Page Two

The establishm ent of strong, self-sufficient,  local and 
regional govern ment throughout A l a s k a  is a longstanding goal of 
the Department of Community and R e g i o n a l  Affairs. T h e  
Depar t m e n t  endorses p r a c tical measures which p r o v i d e  
incentives, or reduce existing disincentives, with regard to 
borough formation. The m e a s u r e s  p rovided for in this bill 
appear to be straightforward in effect and relatively simple in 
their implementation. The Depart m e n t  therefore supports the 
e x ped itious p a s s a g e  of this bill.



Bill Version : HB 162
REQUEST:_________________________________

' '  STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:_______________________________

Title: An Act relating to fisheries 
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Components S t a t e w i d e  A s s i s t a n c e

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
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FEDERALFUNDS 
OTHER 
1TTTAL

-o- -0- -0- -0- -o- -0-
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FULL-TME -0- -0- -0- -0- -0- -0-
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TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

&
„ .. Michael Cushing, Planner
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Division : ________

Approved by Commissioner:
Agency: Community & Regional Affairs

Distribution (by preparer): 
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Senate Secretary
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Date: _
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Senator F r e d  F. Z h a r o f f
A laska  State L e g isl a t u r e
P.O. BOX <105. KODIAK, ALASKA 99615 (907) 486-5259

DURING SESSION:

P.O. BOX V, JUNEAU ALASKA 99811 • (907) 465-3473 • 465-3474

—  DISTRICT N
ALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOL BAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA • PRIBILOF ISLANDS • SHUMAGIN ISLANDS

MEMORANDUM

TO:  S e n a t o r  A r l i s s  S t u r g u l e w s k i ,  C h a i m a n
S e n a t e  C o m m u n i t y  & R e g i o n a l  A £ f £ $ f ^ s  C o m m i t t e e

FROM: S e n a t o r  F r e d  F .  Z h a r o f f

DATE: M a r c h  3 0 ,  1 9 8 7

S U B J :  S c h e d u l i n g  f o r  SB 1 6 2

R e c e n t l y ,  SB 1 6 2 ,  An A c t  R e l a t i n g  t o  F i s h e r i e s  B u s i n e s s  T a x  
R e f u n d s  t o  L o c a l  G o v e r n m e n t ,  a n d  P r o v i d i n g  f o r  a n  E f f e c t i v e  
D a t e ,  w h i c h  I  s p o n s o r e d  w a s  m o v e d  o u t  o f  t h e  L a b o r  & C o m m e r c e  
C o m m i t t e e  w i t h  a  f u r t h e r  r e f e r r a l  t o  t h e  C o m m u n i t y  & R e g i o n a l  
A f f a i r s  C o m m i t t e e .

I  s p o n s o r e d  t h i s  b i l l  i n  r e s p o n s e  t o  t h e  p o t e n t i a l  f o r m a t i o n  
o f  a  n e w  b o r o u g h  i n  t h e  E a s t  A l e u t i a n s  r e g i o n .  C o m m u n i t i e s  i n  
t h e  r e g i o n  a r e  c o n c e r n e d  t h a t  u p o n  f o r m a t i o n  o f  t h e  b o r o u g h ,  
o n e  h a l f  o f  t h e  r a w  f i s h  t a x e s  p r e s e n t l y  d i s b u r s e d  t o  t h e  
c o m m u n t i e s  w i l l  b e  d i s b u r s e d  t o  t h e  n e w  b o r o u g h .  T h i s  b i l l  
w o u l d  r e d u c e  t h e  i m m e d i a t e  f i n a n c i a l  i m p a c t  t o  t h e  c o m m u n i t i e s  
o f  t h e  f o r m a t i o n  o f  a  b o r o u g h  b y  g r a d u a l l y  r e d u c i n g  t h e  f i s h  
t a x  d i s b u r s e m e n t  t o  t h e  c o m m u n i t y  a n d  g r a d u a l l y  i n c r e a s i n g  t h e  
f i s h  t a x  d i s b u r s e m e n t  t o  t h e  b o r o u g h .

I  w o u l d  a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  i n  s c h e d u l i n g  a  h e a r i n g  
o n  t h i s  m e a s u r e  i n  t h e  n e a r  f u t u r e  o r  a  p o s s i b l e  w a i v e r  o f  t h e  
b i l l  t o  t h e  F i n a n c e  C o m m i t t e e .

T h a n k  y o u .



J l a r c h  19 ,  109 7

Dear Hono rable Members of the Senate Labor and C ommerce 
Committee

The communi ties of the. Aleutians J3aft. region, Akutan, Cold 
Bay, False Pass, King Cove, Ne lson Lagoon and Sand Point, ask 
for yrnir support o r  S t i l t ? . , c.n Act. u< Ling U> Fishex leK
Business Tax refunds, our region i , p r e s e n t l y  c i r c u l a t i n g  
the petition required to establish .1 borough government, and 
we vie w passage of SB162 as critical to formation of the now 
Aleutians E a s t  borough.

SB 16 2 will enable the phased transfer of fish tax revenues 
b e twe en existing cities and newly established boroughs.
This transit ion would occur over a period of four years and 
would allow the cities to adjust existing service deliver y 
to the decrease i n  H v >  <*i:r.om ilr. f in r! p c t f o o n t . ^ r y o  o f: f i o b  l.u,'. 

revenues they will receive.

T h e  a m o u n t ,  o f  f i s h  t a x  t h e  c i t i e s  r e c e i v e  v a r i e s  e a c h  y e a r , 
b u t  t h e  l o s s  o f  o n e ~ h ? \ l £  o f  t h i s  t a x  w o u l d  g e n e r a l l y  r e s u l t  
I n  a  15?) - 20?i d e c r e a s e  i n  A k u t a n 'a a n d  K i n g  C o v e ' s  a n n u a l  
operating r e v e n u e s ,  e n d  a 5ft *• 10ft.  d e c r e a s e  i n  S a n d  P o i n t ' s  
r e v e n u e s .  S i m p l y  s t a t e d , t h i s  r e v e n u e  l o s s ,  w h e n  c o u p l e d  
w i t h  l o s s e s  i .n S t a t s  R e v e n u e  S h a r i n g ,  M u n i c i p a l  A s s i s t a n c e ,  
Pn r i . v e n l  F.uvonu© Sharing and ofclv»r l.i:<rr.:Ul(.iouol sources of City 
r e v e n u e s ,  i s  d i f f i c u l t  t o  a d j u s t ,  t o  i n  one y e a r .  3U152 w o u l d  
p r o v i d e  c i t i e s  a  p h a s e d  f o u r  y e a r  a d j u s t m e n t  p e r i o d  b y  
r e d u c i n g  t h e  p e r c e n t a g e  o f  c i t y  fish t a x  r e v e n u e s  e a c h  v e e r  
b y  5ft u n t i l  t h e  e q u a l  s h a r i n g  o f  r e v e n u e s  w i t h  t h e  b o r o u a h  i n  
u ’.j t;.aiu«o.

/



Also, this legislation will not negatively affect, the newly 
established b o r c u o b 1 s ability to meet-, service. delivery 
expenses. The borough, because of its larger boundaries,
w i l l  r ( 3 0 « i v i r i i ?  a t ioh  t.aui r o v o n u n o  t h n t  t h e  Ok.flarc h f t «  n oL
previously shared with cities, Tiie.ee will be
collected from the area that was j.n the u n organized borough, 
SR1G2 structures the phase in of revenues so that as the 
borough undertakes delivering service which ware previo u s l y  
done by the Cities, its percentage of revenues will increase 
and the city share of r e v p n u e r .  will r i i V T n a c n .  T n  f o u r  y » j u k ,  
the borough v/ill receive their full share.

In addition, as SUiG? addresses one of the d i s in centives 
that affect?*, borough forma tion, j.ts passage? may encourage
cities in areas other than the Aleutians Rest to consi der 
eacamisninc? a borough. The Ale utians Hast region is 
pursuing Borough formation because of decreases in State and 
Federal expend!turns in the region and the region's p r e s e n t  
and future desire to continue quality service delivery.
Other areas may noert to pursue borough government, for sim. 
reasons. •

rde ask for your support of MR 16.? to remove one of the 
disincentives affecting borough organization, partic u l a r l y  
in the Aleutians East region. Thin bill will not. affect the 
new borough's ability to deliver quality services, does not 
affect fish tax revenues existing boroughs and receive docs 
not affect State revenues, in Addition, it doe?: not requi re 
any new Otat-? (’•lOtiiut* l.w i m p l e m e n t .

Sincerelv

Wayn«^,arsi 
City Manager 
City of King Co

J. Cotten 
ArtMinisfcrator 

Sand Point

Erika Tritrenr 
City Admin i? 
City of Akutan



Senator  F r ed  F. Zh a r o ff
A laska  State  L eg isla tu r e
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MEMORANDUM

TO:  S e n a t o r  T i m  K e l l y ,  C h a i r m a n
S e n a t e  L a b o r  & C o m m e r c e

FROM: S e n a t o r  F r e d  F .

DATE: M a r c h  1 2 ,  1 9 8 7

S U B J : S c h e d u l i n g  f o r  SB 1 6 2

R e c e n t l y ,  SB 1 6 2 ,  An A c t  R e l a t i n g  t o  F i s h e r i e s  B u s i n e s s  T a x  
R e f u n d s  t o  L o c a l  G o v e r n m e n t ,  a n d  P r o v i d i n g  f o r  a n  E f f e c t i v e  
D a t e ,  w h i c h  I  s p o n s o r e d  w a s  i n t r o d u c e d  a n d  r e f e r r e d  t o  t h e  
L a b o r  & C o m m e r c e  C o m m i t t e e .

I  s p o n s o r e d  t h i s  b i l l  i n  r e s p o n s e  t o  t h e  p o t e n t i a l  f o r m a t i o n  
o f  a  n e w  b o r o u g h  i n  t h e  E a s t  A l e u t i a n s  r e g i o n .  C o m m u n i t i e s  i n  
t h e  r e g i o n  a r e  c o n c e r n e d  t h a t  u p o n  f o r m a t i o n  o f  t h e  b o r o u g h ,  
o n e  h a l f  o f  t h e  r a w  f i s h  t a x e s  p r e s e n t l y  d i s b u r s e d  t o  t h e  
c o m m u n t i e s  w i l l  b e  d i s b u r s e d  t o  t h e  n e w  b o r o u g h .  T h i s  b i l l  
w o u l d  r e d u c e  t h e  i m m e d i a t e  f i n a n c i a l  i m p a c t  t o  t h e  c o m m u n i t i e s  
o f  t h e  f o r m a t i o n  o f  a  b o r o u g h  b y  g r a d u a l l y  r e d u c i n g  t h e  f i s h  
t a x  d i s b u r s e m e n t  t o  t h e  c o m m u n i t y  a n d  g r a d u a l l y  i n c r e a s i n g  t h e  
f i s h  t a x  d i s b u r s e m e n t  t o  t h e  b o r o u g h .

F o r  t h e  b e n e f i t  o f  t h e  c o m m i t t e e ,  I  h a v e  a t t a c h e d  i n f o r m a t i o n  
r e g a r d i n g  t h e  f o r m a t i o n  o f  t h i s  b o r o u g h .  I n  a d d i t i o n ,  I  h a v e  
r e q u e s t e d ,  a n d  h o p e  t o  r e c e i v e  i n  t h e  n e a r  f u t u r e ,  p o s i t i o n  
p a p e r s  a n d  f i s c a l  n o t e s  f r o m  t h e  D e p a r t m e n t s  o f  R e v e n u e  a n d  
C o m m u n i t y  & R e g i o n a l  A f f a i r s  r e g a r d i n g  t h i s  b i l l .  I  w o u l d  
a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  i n  s c h e d u l i n g  a  h e a r i n g  o n  t h i s  
m e a s u r e .

T h a n k  y o u .



CITY OF KING COVE
P.O. Box 37 . King Cove, Alaska 99612 . (907) 497-2340

J a n u a r y  1 2 ,  198*?

T h e  H o n o r a b l e  F r e d  Z h a r o f f
P . O .  B o x  4 05
K o d i a k ,  A l a s k a  9 9 6 1 5

RE:  E s t a b l i s h i n g  a  B o r o u g h  G o v e r n m e n t  i n  t h e  A l e u t i a n s  E a s t
R e g i o n

D e a r  S e n a t o r  Z h a r o f f :

T h e  s i x  c o m m u n i t i e s  o f  t h e  A l e u t i a n s  E a s t  r e g i o n ,  A k u t a n ,
C o l d  B a y ,  F a l s e  P a s s ,  K i n g  C o v e ,  N e l s o n  L a g o o n  a n d  S a n d  
P o i n t ,  a r e  p u r s u i n g  p o s s i b l e  f o r m a t i o n  o f  a  b o r o u g h  
g o v e r n m e n t .  On N o v e m b e r  1 0 ,  1 9 8 6 ,  l e a d e r s  f r o m  t h e  a b o v e
c o m m u n i t i e s  m e t  t o  e x a m i n e  c o n c e r n s  f a c i n g  t h e  r e g i o n  a n d  t h e
m e r i t s  o f  f o r m i n g  a  b o r o u g h  a s  a  w a y  t o  a d d r e s s  t h e s e  
c o n c e r n s .  T h e  g e n e r a l  c o n s e n s u s  o f  t h e  27 p e r s o n s  t h a t  
p a r t i c i p a t e d  i n  t h i s  m e e t i n g  w a s :

o t h e r e  a r e  a  n u m b e r  o f  s e r i o u s  f i n a n c i a l ,  c a p i t a l  
i m p r o v e m e n t  p r o j e c t ,  p o l i t i c a l  a n d  o t h e r  p r o b l e m s  f a c i n g  
t h e  r e g i o n ;

o c o m m u n i t y  l e a d e r s  s h o u l d  m e e t  a g a i n  e a r l y  i n  1 9 8 7  t o  
m a k e  a  m o r e  i n f o r m e d  d e c i s i o n  o n  e s t a b l i s h i n g  a  3 o r o u a h ;

o a d d i t i o n a l  i n f o r m a t i o n  m u s t  b e  g a t h e r e d  a n d  e x a m i n e d  
b e f o r e  c o m m u n i t y  l e a d e r s  d e c i d e  i f  t h e  a r e a  s h o u l d  
i n c o r p o r a t e  a n  A l e u t i a n s  E a s t  B o r o u g h ;

o  a n  A l e u t i a n s  E a s t  '  r<- Jh i s  p r o b a b l y  t h e  b e s t  w a y  f o r
r e s i d e n t s  t o  a d d r r  , iy  o f  t h e  r e g i o n ' s  p r o b l e m s ;  a n d

o i n c o r p o r a t i o n  o f  a n  < e u t i a n s  E a s t  B o r o u g h  may s o o n  b e  
n e c e s s a r y .

T h i s  c o n s e n s u s  r e f l e c t s  a n  a w a r e n e s s  t h a t  t h e  s e r i o u s  
f i n a n e i a 1 p r o b l e m s  f a c i n g  t h e  S t a t e  a n d  A l e u t i a n s  E a s t  
c o m m u n i t i e s  w i l l  r e q u i r e  t h e  r e g i o n  t o  e x a m i n e  w a y s  t o  r a i s e  
a d d i t i o n a l  l o c a l  r e v e n u e s  t o  m a i n t a i n  s e r v i c e  d e l i v e r y .

I n  a d d r e s s i n g  f o r m i n g  a  b o r o u g h ,  c o m m u n i t y  l e a d e r s  i d e n t i f i e d  
c o n c e r n s  w h i c h  mav  b e  i m p e d i m e n t s  t o  e s t a b l i s h i n g  a  B o r o u g h .  
T h r e e  o f  t h e s e  c o n c e r n s ,  w h i c h  a r e  i d e n t i f i e d  b e l o w  a n d



d e s c r i b e d  i n  t h e  a t t a c h e d  t o p i c a l  p a p e r s ,  a r e  o n e s  w h i c h  w i l l  
r e q u i r e  l e g i s l a t i v e  a s s i s t a n c e  a n d  a c t i o n  t o  a c c o m p l i s h .  T h e  
l e g i o n  a s k s  f o r  y o u r  s u p p o r t  a n d  d i r e c t i o n  i n  h e l p i n g  t o  
r e l i e v e  t h e  p r o b l e m s  c a u s e d  b y  t h e s e  i m p e d i m e n t s .

T h e  t h r e e  c o n c e r n s  w h i c h  r e q u i r e  l e g i s l a t i v e  a t t e n t i o n  
i n c l u d e :

1) E f f e c t  o f  E s t a b l i s h i n g  a  B o r o u g h  G o v e r n m e n t  o n  
R e v e n u e s  f o r  E d u c a t i o n  S e r v i c e s  t h a t  t h e  R e g i o n  w i l l

‘ R e c e i v e .  T h e  c o n c e r n  c e n t e r s  o n  t h e  p o t e n t i a l  o f  
s i g n i f i c a n t l y  d e c r e a s e d  r e v e n u e s  t o  t h e  d i s t r i c t  f o r  
e d u c a t i o n  i f  a  B o r o u g h  i s  e s t a b l i s h e d .  T h e  e x i s t i n g  
S t a t e  S c h o o l  F o u n d a t i o n  F u n d i n g  F o r m u l a  d o e s  n o t  i n c l u d e  
p r o v i s i o n s  t o  a d d r e s s  t h e  m e r g i n g  o f  t h r e e  s c h o o l  
d i s t r i c t s  i n t o  a  s i n g l e  d i s t r i c t .  T h e  r e g i o n  n e e d s  
a s s i s t a n c e  f r o m  y o u  t o  w o r k  w i t h  t h e  D e p a r t m e n t s  o f  
E d u c a t i o n  a n d  R e v e n u e ,  a n d  f e l l o w  l e g i s l a t o r s  t o  e n s u r e  
t h e  B o r o u g h  S c h o o l  D i s t r i c t  r e c e i v e s  a  l e v e l  o f  
e d u c a t i o n  f u n d s  e q u a l  t o  t h o s e  w h i c h  w o u l d  h a v e  b e e n  
p r o v i d e d  t o  t h e  A l e u t i a n s  REAA a n d  K i n g  C o v e  a n d  S a n d  
P o i n t  S c h o o l  D i s t r i c t s .

2)  S h a r e d  F i s h  T a x  D i s t r i b u t i o n  -  B o r o u g h / C i t i e s :  T h e  
c o n c e r n  c e n t e r s  o n  t h e  l o s s  o f  S t a t e  S h a r e d  F i s h  T a x  
( F i s h e r y  B u s i n e s s  T a x e s )  r e v e n u e s  t o  t h e  r e g i o n ' s  f o u r  

c i t i e s  i f  a  B o r o u g h  i s  e s t a b l i s h e d .  T h i s  o c c u r s  b e c a u s e  
t h e  p r e s e n t  l a w  r e q u i r e s  c i t i e s  i n  t h e  o r g a n i z e d  b o r o u g h  
t o  e q u a l l y  s h a r e  r a w  f i s h  t a x  r e v e n u e s  t h e y  w o u l d  
r e c e i v e  w i t h  a  b o r o u g h ,  w h i l e  a  c i t y  i n  t h e  u n o r g a n i z e d  
b o r o u g h  r e c e i v e s  a  f u l l  s h a r e  o f  t h e s e  t a x e s .  T h e  
r e g i o n  p r o p o s e s  t h e  e x i s t i n g  l a w  b e  a m e n d e d  t o  a l l o w  a  
t h r e e  y e a r  p h a s e - o u t  o f  t h e  a m o u n t  o f  r e v e n u e  t h e  c i t i e s  
w i l l  l o s e  t o  a  b o r o u g h .  T h i s  a m e n d m e n t  i s  f u l l y  
e x p l a i n e d  i n  t h e  a t t a c h e d  i s s u e  p a p e r  a n d  w i l l  r e q u i r e  
l e g i s l a t i v e  a c t i o n .

3)  B o r o u g h  F o r m a t i o n  A s s i s t a n c e  F u n d s ; T h e  r e g i o n  n e e d s  
a p p r o x i m a t e l y  $ 3 0 , 0 0 0  a n d  a s s i s t a n c e  f r o m  t h e  D e p a r t m e n t  
o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  (DCRA) t o  c o m p l e t e  i t s  
e f f o r t s  t o  f o r m  a  B o r o u g h .  To  d a t e ,  t h e  r e g i o n  h a s  u s e d  
FY 85 R e g i o n a l  S t r a t e g y  F u n d s  f r o m  DCRA t o  f u n d  i t s  
o r g a n i z a t i o n a l  e f f o r t s .  T h e s e  f u n d s  a r e  now e x h a u s t e d .  
T h e  r e g i o n  w o u l d  u s e  t h e  f u n d s  t o  c o n d u c t  m e e t i n g s  o f  
r e g i o n a l  r e p r e s e n t a t i v e s ,  g a t h e r  d a t a ,  p r e p a r e  i t s  
i n c o r p o r a t i o n  p e t i t i o n  a n d  p u b l i s h  p u b l i c  i n f o r m a t i o n .
T h e  r e g i o n  w i l l  n e e d  t h e  f u n d s  t o  c o n d u c t  t h e s e  
a c t i v i t i e s  i n  M a r c h  - D e c e m b e r  1 9 8 7 .



T h e s e  t h r e e  i s s u e s ,  i f  t h e y  c a n  b e  r e s o l v e d ,  w i l l  l e s s e n  t h e  
i m p e d i m e n t s  a n d  p r o v i d e  i n c e n t i v e s  t o  e s t a b l i s h  a  B o r o u g h .
T h e  r e g i o n  w i l l  k e e p  y o u  a p p r a i s e d  o f  o u r  e f f o r t s  t o  p u r s u e  
B o r o u g h  f o r m a t i o n  a n d  i s  a v a i l a b l e  t o  f u r t h e r  d i s c u s s  t h e  
a b o v e  t h r e e  c o n c e r n s  w i t h  y o u .  I n  a d d i t i o n  y o u  a n d  y o u r  
s t a f f  a r e  i n v i t e d  t o  p a r t i c i p a t e  i n  t h e  n e x t  m e e t i n g ’ o f  
c o m m u n i t y  l e a d e r s ,  w h i c h  i s  t e n t a t i v e l y  s c h e d u l e d  f o r  t h e  
f i r s t  w e e k  o f  F e b r u a r y  i n  A n c h o r a g e .

A l s o ,  e n c l o s e d  f o r  y o u r  r e v i e w  i s  i n f o r m a t i o n  t h a t  h a s  b e e n  
p r o d u c e d  o n  t h e  A l e u t i a n s  E a s t  B o r o u g h .  T h i s  i n f o r m a t i o n  
i n c l u d e s :

o A l e u t i a n s  E a s t  R e g i o n a l  G o v e r n m e n t  S t u d y , M a r c h  1 9 8 6  
r e p o r t ;

o  E x e c u t i v e  s u m m a r y  o f  t h e  a b o v e  r e p o r t ,  M a r c h  198  6 ;

o  A l e u t i a n s  E a s t  R e g i o n a l  G o v e r n m e n t  S t u d y ,  I s s u e s / D a t a  
U p d a t e  p a p e r ,  O c t o b e r  3 1 ,  1 9 8 6 ,  w h i c h  w a s  d i s t r i b u t e d  t o  
r e p r e s e n t a t i v e s  t h a t  a t t e n d e d  t h e  N o v e m b e r  1 0 ,  1 9 8 6  
m e e t i n g ;

o A l e u t i a n s  E a s t  B o r o u g h  -  Why I s  I t  B e i n g  C o n s i d e r e d ? , 
b r o c h u r e ,  J a n u a r y  1 9 8 7 ,  w h i c h  w a s  d i s t r i b u t e d  o n  J a n u a r y  
9 ,  1 9 8 7  t o  a l l  b o x  h o l d e r s  i n  t h e  A l e u t i a n s  E a s t  r e g i o n .



STATS F I S H E R I E S  BUSINESS (RAW F I S H )  TAX

DESCRIPTI ON OF PRESENT DI STRI BUTI ON SYSTEM FOR STATE 
F I S H E R I E S  BUSINESS TAX REVENUES:  E x i s t i n g  S t a t e  l a w  p r o v i d e s
t h a t  t h e  S t a t e  a n d  c i t i e s  i n  t h e  U n o r g a n i z e d  B o r o u g h  e q u a l l y  
s h a r e ,  5 0 % - 5 0 % ,  S t a t e  F i s h e r i e s  B u s i n e s s  T a x  r e v e n u e s  ( f o r  
f i s h  d e l i v e r e d  w i t h i n  c i t y  b o u n d a r i e s ) . H o w e v e r ,  i f  a  
b o r o u g h  e x i s t s ,  t h e  S t a t e  r e c e i v e s  i t s  50% s h a r e ,  b u t  t h e  
b o r o u g h  a n d  c i t i e s  w i t h i n  t h e  b o r o u g h  m u s t  e q u a l l y  s h a r e  t h e  
o t h e r  50% o f  r e v e n u e s .  T h u s ,  i f  a n  A l e u t i a n s  E a s t  B o r o u g h  i s  
e s t a b l i s h e d ,  c i t i e s  w h i c h  p r e s e n t l y  r e c e i v e  50% o f  S t a t e  
F i s h e r i e s  T a x  r e v e n u e s  s e e  t h i s  a m o u n t  d e c r e a s e  t o  25% o f  t h e  
S t a t e  t a x ,  a  l o s s  o f  h a l f  o f  t h e  c i t i e s '  p r e s e n t  f i s h  t a x  
r e v e n u e s .

T h e  c i t i e s  o f  A k u t a n ,  K i n g  C o v e  a n d  S a n d  P o i n t ,  a n d  t o  a  
l e s s e r  e x t e n t ,  C o l d  B a y ,  r e c e i v e  a  l a r g e  a m o u n t  o f  t h e i r  
m u n i c i p a l  r e v e n u e s  f r o m  S t a t e  F i s h  T a x  r e v e n u e s .  F o r  
e x a m p l e ,  t h e  f o l l o w i n g  r e p r e s e n t s  r e v e n u e s  r e c e i v e d  f o r  FY 86 
a n d  FY 8 7 :

A k u t a n  K i n g  C o v e  S a n d  P o i n t  C o l d  B a y

FY 86  $ 1 2 1 , 0 0 0  $ 4 1 0 , 0 0 0  $ 8 8 , 0 0 0  ( a b o u t ) $ 2 , 5 0 0

FY 87  $ 3 5 6 , 0 0 0  $ 3 2 7 , 0 0 0  $ 1 1 4 , 0 0 0  ( a b o u t ) $ 2 , 5 0 0

I n  s h o r t ,  t h e  a b o v e  c i t i e s  r e c e i v e d  a  t o t a l  o f  $ 6 2 1 , 5 0 0  i n  FY 
8 6 ,  a n d  $ 8 0 0 , 0 0 0  i n  FY 8 7 .

DESCRIPTI ON OF CONCERN: I n  e x a m i n i n g  B o r o u g h  f o r m a t i o n ,  t h e
p r e s e n t  d i s t r i b u t i o n  m e t h o d  c a u s e s  s i g n i f i c a n t  c o n c e r n  a m o n g  
t h e  c i t i e s  i n  t h e  A l e u t i a n s  E a s t  r e g i o n .  I f  a  B o r o u g h  i s  
e s t a b l i s h e d ,  e a c h  c i t y  w o u l d  i m m e d i a t e l y  l o s e  a  s i g n i f i c a n t  
a m o u n t  o f  i t s  l o c a l  r e v e n u e  b a s e  t o  t h e  n e w  B o r o u g h .  T h i s  
l o s s ,  w h e n  c o u p l e d  w i t h  p r o j e c t e d  d e c r e a s e s  i n  S t a t e  
M u n i c i p a l  A s s i s t a n c e  ( e l i m i n a t i o n  o f  t h i s  p r o g r a m  h a s  b e e n  
p u b l i c l y  d i s c u s s e d  b y  G o v e r n o r  C o w p e r ' s  a d m i n i s t r a t i o n ) ,
S t a t e  R e v e n u e  S h a r i n g  a n d  S t a t e  S c h o o l  F o u n d a t i o n  f u n d s ,  w i l l  
m a k e  i t  e x t r e m e l y  d i f f i c u l t  f o r  t h e s e  c i t i e s  t o  a b s o r b  t h e  
l o s s  o f  h a l f  o f  t h e  S t a t e  F i s h  T a x  m o n i e s .  T h i s  r e v e n u e  l o s s  
i s  h e i g h t e n e d  b e c a u s e  i t  o c c u r s  i n  o n e  y e a r ;  t h e  y e a r  t h e  
b o r o u g h  i s  i n c o r p o r a t e d .

T h e  C i t y  o f  K i n g  C o v e ' s  b u d g a t  a n d  r e v e n u e s  a r e  u s e d  t o  
i l l u s t r a t e  t h e  e x t e n t  o f  l o s s .  I n  FY 8 6 ,  K i n g  C o v e  h a d  
g e n e r a l  o p e r a t i n g  r e v e n u e s  o f  a b o u t  $ 1 , 0 0 0 , 0 0 0 .  O f  t h e s e ,  
$ 4 1 1 , 0 0 0  o r  a b o u t  41%,  w e r e  o b t a i n e d  f r o m  t h e  50% 
d i s b u r s e m e n t  o f  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s .  I f  a  b o r o u g h  
e x i s t e d  i n  FY 8 6 ,  K i n g  C o v e  w o u l d  h a v e  l o s t  a b o u t  $ 2 0 5 , 0 0 0  o r  
20% o f  i t s  g e n e r a l  o p e r a t i n g  r e v e n u e  b a s e  t o  t h e  b o r o u g h .



S i m i l a r l y ,  i n  FY 8 7 ,  a b o u t  35% ( $ 3 2 7 ^ 0 0 0 )  o f  K i n g  C o v e ' s  
r e v e n u e s  a r e  f r o m  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ;  o r  a  l o s s  
o f  a b o u t  18% o f  i t s  o p e r a t i n g  f u n d s  i f  a  b o r o u g h  e x i s t e d .  
A k u t a n  o b t a i n s  a n  e v e n  g r e a t e r  p e r c e n t a g e  o f  i t s  o p e r a t i n g  
f u n d s  t h a n  K i n g  C o v e  f r o m  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ,  
w h i l e  S a n d  P o i n t  r e c e i v e s  a  l e s s e r ,  b u t  s i g n i f i c a n t  a m o u n t .

C o l l e c t i v e l y ,  t h e  A l e u t i a n s  E a s t  r e g i o n  c i t i e s  v i e w  t h e  
p r e s e n t  m e t h o d  f o r  d i s t r i b u t i n g  S t a t e  S h a r e d  F i s h  T a x  
r e v e n u e s  a s  a  d i s i n c e n t i v e  t o  e s t a b l i s h i n g  a  b o r o u g h .  T h i s  
r e v e n u e  l o s s  ( i f  a  b o r o u g h  i s  e s t a b l i s h e d ) , c o m b i n e d  w i t h  t h e  
p r o j e c t e d  l o s s e s  i n  o t h e r  S t a t e  a s s i s t a n c e  f u n d s ,  a n d  l i t t l e ,  
i f  a n y ,  d e c r e a s e  i n  s e r v i c e s  w h i c h  t h e  c i t i e s  d e l i v e r ,  e x c e p t  
f o r  e d u c a t i o n ,  w i l l  c a u s e  s e v e r e  s h o r t f a l l s  i n  C i t y  b u d g e t s .  
T h e  c i t i e s  n e e d  a  w a y  t o  m i t i g a t e  t h e s e  l o s s e s  s o  t h e y ,  l i k e  
t h e  S t a t e ,  c a n  g r a d u a l l y  a d j u s t  t o  r e d u c e d  r e v e n u e s .  
S p e c i f i c a l l y ,  t h e  A l e u t i a n s  E a s t  r e g i o n  c i t i e s  n e e d  t i m e  t o  
a d j u s t  t o  t h e  e l i m i n a t i o n  o f  h a l f  o f  t h e  F i s h  T a x  R e v e n u e s  
w h i c h  t h e y  p r e s e n t l y  r e c e i v e .

LEGI SLATI VE ASSI STANCE NEEDED: C i t i e s  i n  t h e  A l e u t i a n s  E a s t
r e g i o n  a s  w e l l  a s  t h o s e  i n  o t h e r  c o a s t a l  a r e a s  w h i c h  may 
p u r s u e  b o r o u g h  f o r m a t i o n ,  w o u l d  b e n e f i t  f r o m  a  p h a s e d  
r e d u c t i o n  i n  t h e  a m o u n t  o f  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ,  
r a t h e r  t h e n  a n  a b r u p t  i m m e d i a t e  r e d u c t i o n  o f  h a l f  o f  t h e s e  
r e v e n u e s .  T h e  i n t e n t  o f  t h e  p h a s e d  r e d u c t i o n  i s  t o  p r o v i d e  
t h e  c i t i e s  w i t h  a  t r a n s i t i o n  p e r i o d  t o  a d j u s t  t o  p e r m a n e n t  
r e v e n u e  l o s s e s ,  a n d  t o  m i t i g a t e  o n e  o f  t h e  d i s i n c e n t i v e s  f o r  
b o r o u g h  i n c o r p o r a t i o n .  Two o p t i o n s  a r e  r e c o m m e n d e d  f o r  
l e g i s l a t i v e  a c t i o n  t o  h e l p  a c c o m p l i s h  t h i s  o b j e c t i v e .

O p t i o n  1 -  T h e  S t a t e  p r o v i d e s  e a c h  C i t y  75% o f  i t s  f u l l  
s h a r e  f o r  y e a r  o n e ,  50% f o r  y e a r  t w o ,  a n d  25% f o r  y e a r  t h r e e ,  
o f  t h e  d i f f e r e n c e  b e t w e e n  50% a n d  25% o f  S t a t e  S h a r e d  F i s h  
T a x  r e v e n u e s  a f t e r  a  B o r o u g h  i s  e s t a b l i s h e d .  I n  a d d i t i o n ,  
t h e  B o r o u g h  b e g i n s  t o  r e c e i v e  i t s  f u l l  25% s h a r e  o f  S t a t e  
r e v e n u e s  f r o m  t h e  d a t e  t h e  B o r o u g h  i s  e s t a b l i s h e d .

T h e  f o l l o w i n g  i l l u s t r a t e s  h ow O p t i o n  #1 w o u l d  a p p l y  a s s u m i n g  
a  C i t y  w e r e  e l i g i b l e  t o  r e c e i v e  ( i f  i t  h a d  r e m a i n e d  i n  t h e  
U n o r g a n i z e d  B o r o u g h )  $ 4 0 0 , 0 0 0  i n  S t a t e  S h a r e d  F i s h  T a x  
r e v e n u e s  f o r  e a c h  o f  3 y e a r s .

Y e a r  i r l .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  p l u s  a n  a d d i t i o n a l
a p p r o p r i a t i o n  o f  $ 1 5 0 , 0 0 0  (75% o f  f u n d s  B o r o u g h  w o u l d  
r e c e i v e ) ,  a n d  t h e  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .

Y e a r  # 2 .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  p l u s  a n  a d d i t i o n a l
a p p r o p r i a t i o n  o f  $ 1 0 0 , 0 0 0  (50% o f  f u n d s  B o r o u g h  w o u l d  
r e c e i v e ) ,  a n d  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .



a p p r o p r i a t i o n  o f  $ 5 0 , 0 0 0  (25% o f  f u n d s  B o r o u g h  w o u l d  
r e c e i v e  ) a n d  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .

Y e a r  #4 a n d  b e y o n d .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0  a n d  B o r o u g h  
r e c e i v e s  $ 2 0 0 , 0 0 0 .  No a d d i t i o n a l  S t a t e  f u n d s  a r e  
r e q u i r e d .

O p t i o n  #1 w i l l  e n a b l e  c i t i e s  t o  a d j u s t  t o  t h e  p e r m a n e n t  l o s s  
o f  t h e s e  r e v e n u e s  o v e r  a  t h r e e  y e a r  p e r i o d ,  r a t h e r  t h a n  i n  
o n e  y e a r .  A l s o ,  t h i s  p r o v i d e s  a  B o r o u g h  w i t h  t h e  f u n d s  i t  
n e e d s  t o  d e l i v e r  s e r v i c e s  t o  b o r o u g h  r e s i d e n t s .  T h i s  
a p p r o a c h  w o u l d  r e q u i r e  t h e  S t a t e  t o  p r o v i d e  a d d i t i o n a l  
r e v e n u e s  f o r  a  p e r i o d  o f  t h r e e  y e a r s  t o  t h i s  r e g i o n  ( a n d  
p o t e n t i a l l y  o t h e r s  t h a t  may  e s t a b l i s h  a  B o r o u g h ) ,  b u t  w o u l d  
n o t  r e q u i r e  a  p e r m a n e n t  c o m m i t m e n t  o f  S t a t e  f u n d s  a b o v e  a n d  
b e y o n d  p r e s e n t  S t a r e  F i s h  T a x  f o r m u l a  d i s t r i b u t i o n s .  I n  
r e t u r n ,  t h e  S t a t e  w o u l d  e n c o u r a g e  B o r o u g h  f o r m a t i o n ,  a  S t a t e  
g o a l ,  b y  r e m o v i n g  o n e  o f  t h e  o b s t a c l e s  -  i m m e d i a t e  l o s s  o f  
r e v e n u e s  -  t o  t h e  C i t i e s .

T h i s  a p p r o a c h  i s  s i m i l a r  t o  t h e  S t a t e ' s  m e t h o d  o f  t r y i n g  t o  
r e a c h  a  s u s t a i n a b l e  b u d g e t .  T h e  S t a t e  i s  g r a d u a l l y  r e d u c i n g  
s e r v i c e s / b u d g e t  t o  a s u s t a i n a b l e  l e v e l ,  r a t h e r  t h a n  m a k i n g  
w h o l e s a l e  r e d u c t i o n s  i n  o n e  y e a r  b e c a u s e  o f  r e v e n u e
s h o r t f a l l s  ------ m a k i n g  t h e  b u d g e t  e q u a l  r e v e n u e s  r e c e i v e d .
T h i s  p o l i c y  i s  b e i n g  p u r s u e d  e v e n  t h o u g h  i t  r e q u i r e s  t h e  
i n f u s i o n  o f  o n e  t i m e  s o u r c e s  o f  r e v e n u e s  o r  r e s e r v e  o r  
s a v i n g s  a c c o u n t  f u n d s  i n t o  t h e  S t a t e  b u d g e t .

O p t i o n  2 -  T h e  S t a t e  r e t a i n s  i t s  50% o f  r e v e n u e s ,  a n d  
e a c h  c i t y  r e c e i v e s  i t s  25% s h a r e ,  p l u s  a  g r a d u a t e d  r e d u c t i o n  
o f  t h e  b o r o u g h ' s  25% s h a r e .  T h e  p r o p o s e d  d i s t r i b u t i o n  o f  a  
p e r c e n t a g e  o f  t h e  B o r o u g h ' s  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e  t o  
t h e  r e s p e c t i v e  c i t i e s  w o u l d  b e  o v e r  3 y e a r s .  E a c h  C i t y  w o u l d  
r e c e i v e  i t s  r e s p e c t i v e  s h a r e  a t  t h e  r a t e  o f  75% o f  B o r o u g h  
s h a r e  - y e a r  1 ,  50% o f  B o r o u g h  s h a r e  - y e a r  2 ,  a n d  25% o f  
B o r o u g h  s h a r e  - y e a r  3 .

U s i n g  t h e  s a m e  e x a m p l e  a s  O p t i o n  # 1 ,  $ 4 0 0 , 0 0 0  p e r  y e a r  i n  
F i s h  T a x  b u s i n e s s  d o n e  w i t h i n  c i t y  l i m i t s ,  O p t i o n  #2 w o u l d  
r e s u l t  i n  t h e  f o l l o w i n g :

Y e a r  # 1 .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  p l u s  75% o f  t h e
B o r o u g h ' s  a l l o c a t i o n  $ 1 5 0 , 0 0 0 ,  a n d  t h e  B o r o u g h  w o u l d  
r e c e i v e  $ 5 0 , 0 1 3 .

Y e a r  # 2 .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  p l u s  50% o f  t h e
B o r o u g h ' s  a l l o c a t i o n  $ 1 0 0 , 0 0 0 ,  a n d  t h e  B o r o u g h  w o u l d  
r e c e i v e  $ 1 0 0 , 1 3 0 .



Y e a r  # 3 .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  p l u s  25% o f  t h e
B o r o u g h ' s  a l l o c a t i o n  $ 5 0 , 0 0 0 ,  a n d  t h e  B o r o u g h  w o u l d  
r e c e i v e  $ 1 5 0 , 0 0 0 .

Y e a r  #4  a n d  b e y o n d .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  b u t  n o n e  o f  
t h e  b o r o u g h  s h a r e ,  a n d  t h e  b o r o u g h  w o u l d  r e c e i v e  i t s  
f u l l  $ 2 0 0 , 0 0 0  a l l o c a t i o n .

T h i s  w o u l d  a l l o w  c i t i e s  t o  g r a d u a l l y  w e a n  t h e m s e l v e s  f r o m  
r e l i a n c e  o n  f i s h  t a x  r e v e n u e s  a n d  m i t i g a t e  o n e  o f  t h e  
c o n c e r n s  w i t h  e s t a b l i s h i n g  a  B o r o u g h  - i m m e d i a t e  l o s s  o f  
a l m o s t  20% o f  c i t y  r e v e n u e s  f o r  a t  l e a s t  2 o f  t h e  A l e u t i a n s  
E a s t  c i t i e s .

H o w e v e r ,  t h i s  a p p r o a c h ,  u n l i k e  o p t i o n  1 ,  may c a u s e  p r o b l e m s  
f o r  B o r o u g h  s e r v i c e  d e l i v e r y .  T h e  n e w l y  e s t a b l i s h e d  b o r o u g h  
w i l l  n o t  r e c e i v e  i t s  f u l l  s h a r e  o f  F i s h  T a x  r e v e n u e s ,  a n d  may 
n o t  h a v e  a d e q u a t e  f u n d s  t o  o p e r a t e .  F o r  e x a m p l e ,  i n  FY 8 7 ,  
t h e  A l e u t i a n s  E a s t  B o r o u g h  ( i f  i t  w a s  e s t a b l i s h e d )  w o u l d  n o t  
h a v e  r e c e i v e d  a p p r o x i m a t e l y  $ 3 6 0 , 0 0 0 ,  b e c a u s e  t h e  c i t i e s  
w o u l d  r e t a i n  t h e s e  f u n d s  i n  y e a r  o n e  u s i n g  t h i s  o p t i o n .  I n  
y e a r  t w o ,  t h i s  a m o u n t  w o u l d  d e c r e a s e  t o  a b o u t  $ 2 4 0 , 0 0 0 ,  a n d  
i n  y e a r  t h r e e ,  w o u l d  f u r t h e r  d e c r e a s e  t o  a b o u t  $ 1 2 0 , 0 0 0 ,  
b e c a u s e  o f  t h e  g r a d u a t e d  r e d u c t i o n .  H o w e v e r ,  t h i s  m e t h o d  
w o u l d  n o t  r e q u i r e  t h e  a l l o c a t i o n  o f  a d d i t i o n a l  S t a t e  f u n d s ,  
i t  w o u l d  o n l y  r e q u i r e  l e g i s l a t i v e  a c t i o n  t o  a d o p t  t h e  c h a n g e ,  
a n d  a d m i n i s t r a t i v e  a c t i o n  t o  i m p l e m e n t  i t .  T h e  m a j o r  
d i s a d v a n t a g e  t o  t h i s  o p t i o n  f r o m  t h e  r e g i o n ' s  p e r s p e c t i v e  i s  
t h e  l o s s  o f  f u n d s  t o  h e l p  t h e  n e w l y  e s t a b l i s h e d  b o r o u g h  
b e c o m e  o p e r a t i o n a l .

T h e  c o m m u n i t i e s  w h i c h  a r e  c o n s i d e r i n g  b o r o u g h  f o r m a t i o n  i n  
t h e  A l e u t i a n s  E a s t  r e c o g n i z e  t h a t  e i t h e r  o f  t h e s e  o p t i o n s  may 
b e  d i f f i c u l t  t o  a c h i e v e ,  b u t  b e l i e v e  a  p h a s e d  r e d u c t i o n  i n  
S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s  i s  n e e d e d  t o  e n c o u r a g e  b o r o u g h  
f o r m a t i o n .



LEGISLATIVE AFFAIRS AGENCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

May, 1988

Copies of m i n u t e s  listed b e l o w  w e r e  o r i g i n a l l y  included 
in this file. T h e  m i n u t e s  are a v a i l a b l e  on the STAIRS 
d a t abase CMPR. In order to save.space copies of m i nute s 
have n o t  b e e n  left in the files.

M a r y  V a n  N i m w e g e n



"WS-:

W O R K  DRAFT W O R K  DRAFT

Original sponsor: Zharoff

W O R K  DRAFT

5-0648B
Hein
4/9/87

1

2

3

4

s i

6
I

7 |

8II
9,: 

10 

11 

12 ii

,3! 
14 ij

isf

1 S 1

!

1
18!'

'
20 I;

j
21 i

!

22l

ij
j

i ‘ 11 •»**
I

25 i
26 i

I
i

27!

28

i
191!

BY THE C O M M U N I T Y  AND 
IN THE SENATE REGIONAL AFFA IRS COMMITTEE

CS FOR SENATE BILL NO. 162 (C&RA)

IN THE LEGISL ATURE OF THE STATE OF A LASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to fisheries business tax refunds to

local government; and providing for an effective 

d a t e ."

BE IT ENACTED BY THE LEGIS LATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.75.130(a) is amended to read:

(a) Except as p r o v ided in (d) of this section, the [THE] c o m m i s­

sioner of revenue shall pay

(1) to each unified m u n i c i p a l i t y  and to each city located 

in the unorganized borough, 50 percent of the amount of tax revenue 

collected in the m u n i c i p a l i t y  from taxes levied under [BY] this c h a p­

ter ;

(2) to each city located w i t h i n  a borough, 25 percent of 

the amount of tax revenue collected in the city from taxes levied 

under [BY] this chapter; and

(31 to each borough

(A) 50 percent of the amount of tax revenue collected

in the area of the borough outside cities from taxes levied under

[BY] this chapter; and

(B) 25 percent of the amount of tax revenue collected

in cities located w ithin the borough from taxes levied under [BY]

this chapter.

2. AS 43.75.130 is amended by adding new subsections to read:

(a) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of 

this section, the commissioner shall pay

-1- CSSB 162(C&RA)

* Sec
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(1) to each city in a borough (that is j incorporated after 

the effective date of this Act the following— percentages of the tax 

revenue collected in the city from taxes levied under this chapter:

(A) 45 percent of the taxes collected during the

calendar year in which the b o r ough is incorporated;

(B) 40 percent of the taxes collected during the first

calendar year after the calendar year in w h i c h  the b o r o u g h  is

incorporated;

(C) 35 percent of the taxes collected during the

second calendar year after the calendar year in w h i c h  the borough 

is incorporated; and

(D) 30 percent of the taxes collected during the third

calendar year after the calendar year in wh ich the b o r ough is

incorporated; and

(2) to each borough that is incorporated after the e f f e c­

tive date of this Act the following percentages of the tax revenue 

collected in the cities located w i t h i n  the borough from taxes levied 

u nder this chapter:

(A) 5 percent of the taxes collected during the c a l e n­

dar year in which the borough is incorporated;

(B) 10 percent of the taxes collected during the first

calendar year after the calendar year in w hich the borough is

i n c o r p o r a t e d ;

(C) 15 percent of the taxes collected during the

second calendar year after the calendar year in which the borough

is incorporated; and

(D) 20 percent of the taxes collected during the third

calendar year after the calendar year in which the borough is

i n c o r p o r a t e d .
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Introduced: 3/4/87
Referred: Labor & Commerce, Community &

Regional Affairs & Finance

1 IN THE SENATE BY ZHAROFF

2 SENATE BILL NO. 162

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to fisheries business tax refunds to

7 local government; and providing for an effective

8 date." '

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

10 S e c t i p h • 1J. AS 43.75.130(a) is amended to read:

11 (a) Except as provided in (d) of this section, the [THE] commis-

12 sioner of revenue shall pay

13 (1) to each unified municipality and to each city located

14 in the unorganized borough, 50 percent of the amount of tax revenue

15 collected in the municipality from taxes levied under [BY] this chap-

16 ter;

17 (2) to each city located within a borough, 25 percent of

18 the amount of tax revenue collected in the city from taxes levied

19 under [BY] this chapter; and

20 (3) to each borough

21 (A) 50 percent of the amount of tax revenue collected

22 in the area of the borough outside cities from taxes levied under

23 [BY] this chapter; and

24 (B) 25 percent of the amount of tax revenue collected

25 in cities located within the borough from taxes levied under [BY]

26 this chapter.

27 * Sec.; AS 43.75.130 is amended by adding a new subsection to read:

28 (d) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of

29 this section, the commissioner shall pay

SB0162a -1- SB 162



1 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c),

#

*
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:Htefea ££>tate legislature
TIM KELLY, Vice Chairman '' JUNEAU, ALASKA 99811
RICK HALFORD I907) 465-4989

ARLISS STURGULEWSKI, Cha irm an

MIKE SZYMANSKI 
FREDZHAROFF

S e n a t e

Community anti Regional Affairs Committee
TO:  S e n a t e  C&RA M e m b e r s  A p r i l  7 ,  1 9 8 7

F R O M : S e n a t e  C&RA S t a f f I

e r s

m i l

RE:  SB 1 6 2  -  " A n  A c t  r e l a t i n g  t o  f i s h e r i e s  b u s i n e s s  t a x  
r e f u n d s  t o  l o c a l  g o v e r n m e n t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e . "

R e v e n u e  f r o m  r a w  f i s h  t a x  i s  c u r r e n t l y  s p l i t  u p  t o  t h r e e  w a y s .  
Raw f i s h  t a x  c o l l e c t e d  i n  c i t i e s  l o c a t e d  w i t h i n  b o r o u g h s  i s  
d i v i d e d ;  w i t h  50% g o i n g  t o  t h e  s t a t e ,  25% t o  t h e  b o r o u g h ,  a n d  
25% t o  t h e  c i t y .  O u t s i d e  o f  b o r o u g h s ,  c i t i e s  a n d  t h e  s t a t e  
s p l i t  t h e  t a x  5 0 - 5 0 .

I n  a r .  a r e a  w h e r e  t h e r e  a r e  e x i s t i n g  c i t i e s ,  t h e  f o r m a t i o n  o f  a  
b o r o u g h  w o u l d  r e s u l t  i n  a  s u d d e n  50% d e c l i n e  i n  t h e  c i t i e s '  
r e v e n u e  f r o m  f i s h  t a x .

SB 1 6 2  w o u l d  o n l y  a p p l y  i n  b o r o u g h s  f o r m e d  a f t e r  t h e  e f f e c t i v e  
d a t e .  I t  i s  d e s i g n e d  t o  e a s e  t h e  f i s c a l  t r a n s i t i o n  f o r  
c i t i e s  i n  s u c h  a r e a s  b y  p h a s i n g  i n  t h e  s p l i t  o v e r  f i v e  y e a r s .

T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  s t r o n g l y  
s u p p o r t s  t h e  b i l l .  A p o s i t i o n  p a p e r  a n d  z e r o  f i s c a l  n o t e  f r o m  
t h a t  d e p a r t m e n t  i s  i n c l u d e d  i n  t h i s  p a c k e t  a s  a r e  t h r e e  z e r o  
f i s c a l  n o t e s  f r o m  t h e  D e p a r t m e n t  o f  R e v e n u e .

A l s o  i n c l u d e d  i n  t h i s  p a c k e t  a r e  s e v e r a l  l e t t e r s  a n d  a t t a c h e d  
b a c k  u p  f r o m  t h e  c o m m u n i t i e s  o f  t h e  A l e u t i a n s  E a s t  r e g i o n .  
B e c a u s e  o f  t h e  p o s s i b l e  f o r m a t i o n  o f  a n  E a s t  A l e u t i a n  B o r o u g h ,  
t h e s e  c o m m u n i t i e s  a r e  t h e  m o s t  l i k e l y  t o  b e  a f f e c t e d .  T h e y  
s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n .
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Introduced: 3/4/87
Referred: Labor & Commerce, Community &

Regional Affairs & Finance

5-0648A

I

1 IN THE SENATE BY ZHAROFF

2 SENATE BILL NO. 162

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to fisheries business tax refunds to

7 local government; and providing for an effective

8 date." '

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

10 ’̂S.dctipnu'1'. AS 43.75.130(a) is amended to read:

11 (a) Except as provided in (d) of this section, the [THE] commis-

12 sioner of revenue shall pay

•, 13 (1) to each unified municipality and to each city located

14 in the unorganized borough, 50 percent of the amount of tax revenue

15 collected in the municipality from taxes levied under [BY] this chap-

16 ter;

17 (2) to each city located within a borough, 25 percent of

18 the amount of tax revenue collected in the city from taxes levied

19 under [BY] this chapter; and

20 (3) to each borough

21 (A) 50 percent of the amount of tax revenue collected

22 in the area of the borough outside cities from taxes levied under

23 [BY] this chapter; and

24 (B) 25 percent of the amount of tax revenue collected

25 in cities located within the borough from taxes levied under [BY]

26 this chapter.

27 * Sec. 2. AS 43.75.130 is amended by adding a new subsection to read:

28 (d) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of

29 this section, the commissioner shall pay

SB0162a -1- SB 162
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1 (1) to each city in a borough that is incorporated after

2 the effective date of this Act the following percentages of the tax

3 revenue collected in the city from taxes levied under this r ->ter:

4 (A) 45 percent of the taxes collected during the

5 calendar year in which the borough is incorporated;

6 (B) 40 percent of the taxes collected during the first

7 calendar year after the calendar year in which the borough is

8 incorporated;

9 (C) 35 percent of the taxes collected during the

10 second calendar year after the calendar year in which the borough

11 is incorporated; and

12 (D) 30 percent of the taxes collected during the third

13 calendar year after the calendar year in which the borough is

14 incorporated; and

15 (2) to each borough that is incorporated after the effec-

16 tive date of this Act the following percentages of the tax revenue

17 collected in the cities located within the borough from taxes levied

18 under this chapter:

19 (A) 5 percent of the taxes collected during the calen-

20 dar year in which the borough is incorporated;

21 (B) 10 percent of the taxes collected during the first

22 calendar year after the calendar year in which the borough is

23 incorporated;

24 (C) 15 percent of the taxes collected during the

25 second calendar year after the calendar year in which the borough

26 is incorporated; and

27 (D) 20 percent of the taxes collected during the third

28 calendar year after the calendar year in which the borough is

29 incorporated.

#
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* Sec. 3. This Act takes effect i m m e d i a t e l y  under AS 01.

#

#

10.070(c).
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S e n a t e

Communftp anb ^ g t o n a l  ®ffatr£ Committee

ARLISS STURGULEWSKI. Chairman 
TIM KELLY, Vice Chairman 
RICK HALFORD 
MIKE SZYMANSKI 
FREDZHAROFF

P. 0. BOX V 
JUNEAU, ALASKA 99811 

(907) 465-4989

TO:  S e n a t e  C&RA M e m b e r s  _ A p r i l  7 ,  1 9 8 7

F R O M : S e n a t e  C&RA

R E :  SB 1 62  -  "An  A c t  r e l a t i n g  t o  f i s h e r i e s  b u s i n e s s  t a x  
r e f u n d s  t o  l o c a l  g o v e r n m e n t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e . "

R e v e n u e  f r o m  r a w  f i s h  t a x  i s  c u r r e n t l y  s p l i t  u p  t o  t h r e e  w a y s .  
Ra w f i s h  t a x  c o l l e c t e d  i n  c i t i e s  l o c a t e d  w i t h i n  b o r o u g h s  i s  
d i v i d e d ;  w i t h  50% g o i n g  t o  t h e  s t a t e ,  25% t o  t h e  b o r o u g h ,  a n d  
25% t o  t h e  c i t y .  O u t s i d e  o f  b o r o u g h s ,  c i t i e s  a n d  t h e  s t a t e  
s p l i t  t h e  t a x  5 0 - 5 0 .

I n  a n  a r e a  w h e r e  t h e r e  a r e  e x i s t i n g  c i t i e s ,  t h e  f o r m a t i o n  o f  a  
b o r o u g h  w o u l d  r e s u l t  i n  a  s u d d e n  50% d e c l i n e  i n  t h e  c i t i e s '  
r e v e n u e  f r o m  f i s h  t a x .

SB 1 62  w o u l d  o n l y  a p p l y  i n  b o r o u g h s  f o r m e d  a f t e r  t h e  e f f e c t i v e  
d a t e .  I t  i s  d e s i g n e d  t o  e a s e  t h e  f i s c a l  t r a n s i t i o n  f o r  
c i t i e s  i n  s u c h  a r e a s  b y  p h a s i n g  i n  t h e  s p l i t  o v e r  f i v e  y e a r s .

T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  s t r o n g l y  
s u p p o r t s  t h e  b i l l .  A p o s i t i o n  p a p e r  a n d  z e r o  f i s c a l  n o t e  f r o m  
t h a t  d e p a r t m e n t  i s  i n c l u d e d  i n  t h i s  p a c k e t  a s  a r e  t h r e e  z e r o  
f i s c a l  n o t e s  f r o m  t h e  D e p a r t m e n t  o f  R e v e n u e .

A l s o  i n c l u d e d  i n  t h i s  p a c k e t  a r e  s e v e r a l  l e t t e r s  a n d  a t t a c h e d  
b a c k  u p  f r o m  t h e  c o m m u n i t i e s  o f  t h e  A l e u t i a n s  E a s t  r e g i o n .  
B e c a u s e  o f  t h e  p o s s i b l e  f o r m a t i o n  o f  a n  E a s t  A l e u t i a n  B o r o u g h ,  
t h e s e  c o m m u n i t i e s  a r e  t h e  m o s t  l i k e l y  t o  b e  a f f e c t e d .  T h e y  
s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n .
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OFFICE OF THE COMMISSIONER 1 

M arch 16, 1987

STEVE COWPER, GOVERNOR

P.O. BOX B

JUNEAU. ALASKA 99811-2100 

PHONE: (907) 465-4700

□  949 E. 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99508-4302 

PHONE: (907) 563-1073

P O S I T I O N  PAPER

RE: SB 162 —  "An Act relating to fisherie s business tax
refunds to local government; and p r o v iding for an effective 
d a t e . "

SPONSOR: Senator Zharoff

Program Effect s of Bill:

Section 1 of the bill amends e x i s t i n g  language in 
AS 43.75.130(a) to provide for a new s ubsection (d) as well as 
several minor "house cleaning" wording changes.

Section 2 of the bill amends AS 43.75.130 by adding a new 
subsection (d) which provides for a five-year phasing in of the 
sharing of fish tax revenues between cities and boroughs in the 
instance of new borough formation.

Section 3 of the bill provides for an immediate effective date 
for the Act.

C o m m e n t s :

The existing State Fisheries Business Tax law provides for a 
"refund" of this state tax to m u n i c i p a l i t i e s  in whose
jurisdiction the tax was collected. In the case of unified 
mu n i cipali ties and cities in the unorg anized borough, 50
percent of the tax revenue collected within mu nicipal 
boundaries is returned. However, cities located within a 
borough must in turn share 50 percent of their fish tax refund 
with the surrounding borough. In other words, such a city
would receive only 25 percent of the fish tax collected within
its jurisdiction; the other 25 percent would go to the borough.

21-P1LH



March 16, 1987 
Page Two 
SB 162

T h e  s t a t e  f i s h  t a x  p r o v i d e s  a  s i g n i f i c a n t  a n d  r e l a t i v e l y  s t a b l e  
p o r t i o n  o f  t o t a l  r e v e n u e s  f o r  m a n y  c i t i e s  p r e s e n t l y  i o c a t e d  
o u t s i d e  o f  o r g a n i z e d  b o r o u g h s .  T h e  f o r m a t i o n  o f  a  . o r o u g h
w h i c h  w o u l d  i n c l u d e  s u c h  c i t i e s  w o u l d  r e s u l t  i n  s u d d e n  a r . d
s u b s t a n t i a l  r e v e n u e  l o s s e s  f o r  t h e s e  c i t i e s .  C i t i e s  l o c a t e d
w i t h i n  t h e  new b o r o u g h  h a v e  n o  g u a r a n t e e  o f  r e c e i v i n g  a n y  o f  
t h i s  f u n d i n g  b a c k  f r o m  t h e  b o r o u g h .  T h e  p r o s p e c t  o f  s u c h  a  
r e v e n u e  s h o c k  r e p r e s e n t s  a  c l e a r  d i s i n c e n t i v e  t o  b o r o u g h  
f o r m a t i o n .  P r o v i d i n g  f o r  a  p h a s e d  t r a n s i t i o n  i n t o  t h e  s h a r i n g  
o f  f i s h  t a x  r e v e n u e s  f r o m  c i t i e s  t o  n e w  b o r o u g h s  w o u l d  r e d u c e  
t h e  s e v e r i t y  o f  t h e  s h o c k  t o  c i t y  o p e r a t i o n s ;  c o n s e q u e n t l y ,  
r e d u c i n g  t h e  d i s i n c e n t i v e  t o  b o r o u g h  f o r m a t i o n .

T h e  e s t a b l i s h m e n t  o f  s t r o n g ,  s e l f - s u f f i c i e n t ,  l o c a l  a n d  
r e g i o n a l  g o v e r n m e n t  t h r o u g h o u t  A l a s k a  i s  a  l o n g s t a n d i n g  g o a l  o f  
t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s .  T h e  
D e p a r t m e n t  e n d o r s e s  p r a c t i c a l  m e a s u r e s  w h i c h  p r o v i d e
i n c e n t i v e s ,  o r  r e d u c e  e x i s t i n g  d i s i n c e n t i v e s ,  w i t h  r e g a r d  t o  
b o r o u g h  f o r m a t i o n .  T h e  m e a s u r e s  p r o v i d e d  f o r  i n  t h i s  b i l l  
a p p e a r  t o  b e  s t r a i g h t f o r w a r d  i n  e f f e c t  a n d  r e l a t i v e l y  s i m p l e  i n  
t h e i r  i m p l e m e n t a t i o n .  T h e  D e p a r t m e n t  t h e r e f o r e  s u p p o r t s  t h e  
e x p e d i t i o u s  p a s s a g e  o f  t h i s  b i l l .
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FUNDING: (Thousands of Dollars)

- 0 - | - 0 - _  n _

| GENERAL FUND 
| FEDERAL FUNDS 
j OTHER 

TOTAL

I - 0 -
| -  0 -

|  -  0 -

I - 0 -

0 - 
0 - 
0 - 
0 -

0 - 
0 - 
0 - 
0 -

i - 0 
I - 0 
I - 0 
I - 0

I - 0 
I - 0 
I - 0 
I - 0

I - 0 
I - 0 
I - 0 
I - 0

POSITION'
1 FULL-TIME 
I PART-TIME 

TEMPORARY

ANALYSIS: See attached.

Prepared Dy: Steven K. Kettel 
Division: Audit

777 Phone: 465-2320

Approved by Commissioner: 
Agency: __________________^ /  ' _____

Date: 3/10/87 

Date

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
0 1 f icc of Management and Budget

Impacted Agency(ies) page 1 of

Donato Secretary
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R KOUEST:

S T A T E  O F  A L A S K A  1987 L E G I S L A T I V E  SESSION 

v \  J  FI S C A L  N O T E  SENATE
BILL VERSION: SB 102 b 

X '___________________  PUBLISH DATE: 3/19/87

Revision Date:________________________________
T id e : R e l a t i o n :  t o  F i s h e r i e s  B u s i n e s s  T a x
R e f u n d s  t o  f - i c a l  G o v e rn m e n t____________

S p o n so r: Z h a r o iT
Requestor: _____________________________________

Agency A ffected: R e v e n u e  
B R U :_____________________

Components

EX PK N D IT IJR F .S /R E V E N U F.S : (Thousands o f  Dollars)
O PER A TIN G FY 87 FY 88 F Y  89 FY 90 FY 91 F Y  92

PERSONAL SERVICES 
TRAVEL 
CONrRACrUAL 
SUPPUES 
EQUIPMENT 
LAND«Sc STRUCTURES 
C R A N rS . CLAIMS 
MISCEIJ-ANEOUS
T O T A L  O P E R A T IN G

CAPITAL

REVENUE r- 0 — ~ o ~ - 0 - - 0 - - 0 -

FU N D IN G : (Thousands o f Dollars)
CLNERALEUND 
FEDERAL ITJNDS 
ODIER 
"ITTTAI.

P O S IT IO N S :

ITJIjLT IM E
PART-TIME
lEM l'O RA RY

A N A LY SIS :

Distribution (hy p reparer):
I egislauve Finance 
legislative Sponsor 
Requestor
Olliee <>l Management and iludget 
Imparted Agency!les)
Seiute Secretary



c
V V y  FISCAL "°TE SENATE
\ BILL VERSION: SB 162 d

------------------------------  PUBLISH DATE: 3/19/87

Anency A f fec ted :  Pevenue
RPU:

\ j STATE OF ALASKA 1PP7 LEGISLATIVE SESSION

REQUEST

Revision D a t e : __________

Title: An act relating to fisheries 

business fax refunds to local gov't

Sponsor: Z h a r o f f _________________

PpouestoFi Senate Labor S Commerce

Adm in i s t r a t i v e  Se r v i c e s

Components:_

C

1
I OPFPATINO

I FY 87 1 FY 88 I FY 89 I FY ?0 1 FY 91 1 FY 92
1 1 1 T 1

1 PERSONAL SFPVICES 1 - 1 I 1 1 I
I TRAVEL 1 - 1 I 1 1 1
I CONTRACTUAL 1 - 1 i 1 1 1
1 SUPPLIES 1 - 1 ! 1 1 1
I EQUIPMENT 1 - 1 1 1 1 1
| LANDS I  STRUCTURES 1 - 1 ! 1 1 1
| GRANTS, CLAIMS 1 - 1 I 1 1 1
I MISCELLANEOUS 1 - 1 1 1 1 1
1 TOTAL OPFPA.TING — | .  | 1 1 1 1

I "  CAPITAL 1 - 1 - 1 - 1 - 1 - 1

t RFVFNUE 1 

FUNDING: (Thousands of Dollars)

- 1 - n - 1 - 1 r

GENEPAL FUND 

FEDERAL FUNDS 

OTHFP 

TOTAL

POSITIONS:

FULL-TIMF

PART-TIME
TFMPOPARY

ANALYSIS:

There is no measurable administrative impact on this division.

The accounting for shared taxes will be made slightly more complex.

Prepared Py: 

Division: Administrative Services

Approved by Commissioner:

A g e n c y : Pevenue

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Peouestor
Office of Management and fiudget 

Impacted Agency(ies)

Senate Secretary

Phone:

Date:

Date:

A6F-2312 

3/17/87
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CITY OF KING COVE
P.O. Box 37 . King Cove, Alaska 99812 . (907) 497-2:340 

April 7, 1987

Dear H o n o r a b l e  M e mbers of the Senate and House C o m m u n i t y  and 
Regional A f f a i r s  Commit t e e s

The c o m m u n i t i e s  of the A l e u t i a n s  East region, Akutan, Cold 
Bay, False Pass, King Cove, Nelson Lagoon and Sand Point, ask 
for y o u r  s u p p o r t  of SB 1 62/HB 226, an Act relating to 
Fisheries B u s i n e s s  Tax refunds. Our region is presen tly 
c irculating the p e t i t i o n  requi r e d  to e s t a blis h a borough 
government, and we view p a s s a g e  of SB 162/H3 226 as critical 
to formation of the new A l e u t i a n s  East borough,

SB 162/HB 226 will enable the phased transfer of fish tax 
revenues b e t w e e n  exist ing cities and newly estab l i s h e d  
boroughs. This tra ns i t i o n  w o u l d  occur over a p e riod of five 
years and w o u l d  a l l o w  the c ities to adjust existi ng service 
delivery to the d e c rease in the amount and p e r c e n t a g e  of fish 
tax revenues t h e y  will receive.

Alaska Statutes stip ulate t h a t  the State e q u ally share its 
fish tax r e v e n u e s  w i t h  c ities  in the unorga n i z e d  boro ugh for 
fish delivered to proce s s o r s  in city boundaries. However, if 
a borough exists, the State retains its 50% share, but the 
cities (25%) and the borough (25%) equally share the other 
50%. Thus, u n d e r  e x i s t i n g  statutes, w h e n  the Aleutians East 
Borough is established,  the cities will lose o n e - half of the 
fish tax r e v e n u e s  they have traditionally received,

The amount of fish tax the cities receive varies each year, 
but the loss of one-half of this tax would g e n e r a l l y  result 
in a 15% - 20% d e c r e a s e  in Akutan's and King Cove's annual 
operating revenues, and a 5% - 10% decrease in Sand Point's 
and Cold Bay's revenues. C i m p l y  stated, this r e venue loss, 
when coupled w i t h  losses in State Revenue Sharing, Municipal 
Assistance, F e d eral Revenue Sharing and other traditional 
sources of c i t y  revenues, is difficult to a d j u s t  to in one
y o a r ,  S B  1 6 2 / H B  2 2 6  w o u l d  p r o v i d e  e i t i o o  a p h a s e d  f i v e  y e a r

adjustment p e r i o d  by reducing the percentage of city fish tax 
revenues each y e a r  by 5% until the equal sharing of revenues  
with the b o r o u g h  is obtained. Attachment I illust r a t e s  the 
total amount of r evenues to be shared betwee n the borough and 
cities, and A t t a c h m e n t  II illustrates this sha ring of 
revenues with e a c h  city.



Also, this legislation w i l l  not negatively affect the n e w l y  
e s t a b l i s h e d  borough's a b i l i t y  to meet service d e l ivery 
expenses. The borough, b e c a u s e  of its larger boundaries, 
will be receiving fish tax revenues that the State has not 
p r e v i o u s l y  shared w i t h  cities. These revenues will b e  
c o l l e c t e d  from the a r e a  t h a t  was in the un orga n i z e d  b o r ough. 
SB 1 6 2 / H B  226 structures t h e  phase in of revenues so t h a t  as 
the b o r o u g h  undertakes d e l i v e r i n g  service w h i c h  were 
p r e v i o u s l y  done by the Cities, its percentage of r e v e n u e s  
will increase and the c i t y  share of revenues will d e c r e ase.
In y e a r  five, the b o r o u g h  w i l l  receive its full share. 
A t t a c h m e n t  I identifies n e w  revenues that will be a v a i l a b l e  
to t h e  Aleutians East Borough.

In addition, as SB 162/HB  226 addresses one of the 
d isinc e n t i v e s  that a f fects borough formation, its p a s s a g e  may 
e n c o u r a g e  cities in areas o t h e r  than the Aleutians E a s t  to
c o n s i d e r  e s t a b l i s h i n g  a  b o r o u g h .  T h e  A l c u t i a u s  B a a  L i e y l u /1
is p u r s u i n g  Borough f o r m a t i o n  because of decreases in State 
and Federal expenditures, and the region's desire to c o n t i n u e  
good qual ity service d e l i very. Other areas may need to 
p u r s u e  borough g ove rnment f or similar reasons.

We a s k  for your support of SB 162/HB 226 to remove one of the 
d i s incenti ves affecting b o r o u g h  organization, p a r t i c u l a r l y  
in the Aleutians East region. This bill will not a f f e c t  the 
new borough's ability to d e l i v e r  quality services, d o e s  not 
a f f e c t  fish tax revenues e x i s t i n g  boroughs receive and does 
not a f f ect State revenues. In addition, it does not r e q u i r e  
any new State monies to implemeni

City of King Cove

On b ehalf of the A l e u t i a n s  East communitj.es.
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ATTACH MENT

in Fiscal Y e a r  1987, the total amount of S t a t e  Fisheries 
Business T a x  r e v e n u e s  shared w i t h  the f o u r  incorporated 
cities (State tax on fish d e l i v e r e d  to p r o c e s s o r s  w ithin c i t y  
boundaries) in the Aleu tians East region w a s  $805,000, This 
tax r e p r e s e n t s  1 0%— 50% of each of the c i t i e s  general 
operating r e v e nu es. Under existing statutes, if a borough is 
established, t h e s e  cities must equally s h a r e  these revenues 
with the b o r o u g h .

HB 226/SB 162 w h i c h  the Aleutians East c o m m u n i t i e s  support, 
would a l l o w  a phased transfer of fish tax r e v e n u e s  between 
cities and the n e w  borough. Table I, below, illustrates this 
revenue t r a n s i t i o n .  This revenu e t r a n s i t i o n  will allow 
cities to a d j u s t  service d e l i v e r y  to the d e c r e a s e d  revenues, 
and will n o t  n e g a t i v e l y  effect the b o r o u g h’s ability to 
deliver s e r v i c e s .

TABLE I
HB 2 2 6 / S B  162 Formula for Shared Revenues

C i t y  Share B o r o u g h  Share

Year 1 $ 7 3 4 , 5 0 0 (45%) $ 8 0 ,500 (5%)
Year 2 6 4 4 ,000 (40%) 1 6 1 ,000 (10%)
Year 3 5 6 3 , 5 0 0 (35%) 2 4 1 , 5 0 0 (15%)
Year 4 4 8 3 , 0 0 0 (30%) 3 2 2 , 0 0 0 (20%)
Year 5 4 0 2,5 00 (25%) 4 0 2 , 5 0 0 (25%)

Starting in y e a r  5 and each year thereafter, the borough and 
cities will e q u a l l y  share State Fish B u s i n e s s  Tax revenues 
for fish d e l i v e r e d  within City limits.

Also, the B o r o u g h  will annually receive a b u t  $1,200,000 in 
new revenues t h a t  none of the exist i n g  cit. es receive. These 
revenues, w h e n  combined with the borough's s h a r e  of fish tax
i c v c n  u c o  i U c r i L i r i c U  J . i ' 1  t a b i c  X ,  n i l  1 b e  a O c ^ u a L c  L-o m e e t .

anticipated b o r o u g h  expenditures. The $1 ,200 , 0 0 0  m ainly
l a  Ls> o £  Ll ie  f u l l u w l n y  i c v e u u e  s u u x u e a ;

o $ 4 0 0 , 0 0 0  in State Fish Business Tax R e v e n u e s  for fish 
delivered to proces s o r s  within b o rough boundaries, but 
outside C i t y  limits. The State is the only e n tity that 
presently r e c e i v e s  these funds.

o $ 7 0 0 , 0 0 0  in sales/use tax revenues. The Borough plans 
to levy a 2% sales / u s e  tax as its main method of local 
taxation.

o  £ 1 0 0 , 0 0 0  i n  S t a t e  r o v c n u c  o h a r i n g  a n d  m u n i c i p a l  
assistance m o n i e s  and other shared revenues.

......



ATTACHMENT 11

The t a b l e s  b e l o w  i l l u s t r a t e  how revenues w o u l d  be s h a r e d  with
Uie Individual vlulca In Llje new ouiuuyh JLC HD 22<J/*SD 102 la
adopted. If thi3 b i l l  is not adopted, revenues w o u l d  
i mmediately  be s h a r e d  as indicated in y e a r  5 of t h e s e  tables. 
This s h a r p  one y e a r  d r o p  in revenues w o u l d  s e r i o u s l y  e f f e c t  
each c i t y ' s  ability to d e l i v e r  services, and m a y  n e g a t i v e l y  
effect p o t e n t i a l  b o r o u g h  formation,

A K U T A N  - $356,000 in F Y  87 • 
a p p r o x i m a t e l y  50% of Akutan*s B u d g e t

City Borough
Year 1 $320,400 (45%) $ 35,600 (5%)
Year 2 284,800 (40%) 71,200 (10%)
Year 3 249,200 (35%) 106,800 (15%)
Year 4 213,600 (30%) 142,400 (20%) •
Year 5 178,000 (25%) 178,000 (25%)

C O L D  B A V  - 0 7 , 2 0 0  i n  FV 8 7
a p p r o x i m a t e l y  10% of Cold B a y ' s  B u d g e t

City Borough
Year 1 $ 6,840 (45%) $ 720 (5%)
Year 2 • 5,760 (40%) 1,440 (10%)
Year 3 5,040 (35%) 2,160 (15%)
Year 4 4,320 (30%) 2,880 (20%)
Year 5 3,600 (25%) 3,600 (25%)

KING COV E - $327,000 in FY 87 
a p p r o x i m a t e l y  35% of King C o v e ' s  b u d g e t

Year 1 
Year 2 
Year 
Year 
Year

3
4
5

City 
$294,300 (45%) 
261,600 (40%) 
228,900 (35%) 
196,200 (30%)
163,500 (25%)

Borough 
; 32,700 (5%) 
65,400 (10%) 
98,100 (15%) 

130,800 (20%)
163,500 (25%)

SAND P O I N T  - $114,000 in FY 87 
a p p r o x i m a t e l y  10% of Sand Point's b u d g e t

City
Year 1 $102,600 (45%)
Year 2 91,200 (40%)
Year 3 79,800 (35%)
Year 4 68,400 (30%)
Year 5 57,000 (25%)

Borough 
$ 11,400 (5%) 

22,800 (10%) 
34,200 (15%) 
45,600 (20%) 
57,000 (25%)

The commu n i t i e s  of False Pass and Nelson Lagoon, w h i c h  are 
also in the Aleutians E a s t  area, do not p r e s e n t l y  r e c e i v e  
State F i s h  Business T a x  revenu es because they are 
unincorporated. The State o n l y  shares these r e v e n u e s  w i t h  
incorporated cities.

_____J .I v '^ »



Dear H o n o r a b l e  Mombers of the Senate Labor and Commerce 
C o m m i t t e e

The c o m m u n i t i e s  of the Aleutians East, region, Akutan, Cold 
Day, False Pass, King Cove, Nelson Lagoo n and Sand Point., ask 
f o r  y o u r  e s u p p o r f c  or. £ 8 1 6 3 , a n  A c t  r «  l a  t i n g  i.u F i h l i o t i e K  

Bu s in ess Tax refunds. Our region iy p r e s e n t l y  c irculating 
the p e t i t i o n  required to establish n borough government, and 
we« v i e w  passage of SB 162 as critical to formation of the now 
Aleutians E a s t  borough,

SH162 will en able the phased transfer of fish tax revenues 
be t w e e n  existing cities and newly e stab lished boroughs.
This t r a n s i t i o n  would occur over a period of four years and 
would allo w the cities to adjust existing service delivery 
to the d e c r e a s e  in frhe ftsr.ot.inir. at-ia porcuntctg'.; of fioh l.tiA
revenue s they will receive.

Alaska Statutes stipulate that the State equa lly share its 
fish tax revenues with cities in the unorg anised borough for 
fish harvested in city boundaries. However, if a borough 
exists, the State retains its 50% share, but the cities 
(25%) and the borough (25%) e q u ally share the other 50%,
•rhuo, umicj. cAiMLiny >5car.ur.es, when the Aleutians Hast 
Borough is established, the cities will lose one-half of the 
fish tax revenues they have t r a d it ionally received.

The a m o u n t  of fish tax the cities receive varies each year, 
but the loss of o n e - h a l f  of this tax would generally result 
in ?. 15% - 20% d ecrease in Akutan*a and King C o v e’s annual 
operating revenues, end a 5ft - 10ft. decrease in Sand Point's 
revenues. Simply .stated, this revenue loss, when coupled 
with losses in State Revenue Sharing, Municipal Assistance, 
P n r t i » r a l  R u v o n u e  S h a r i n g  a n d  o t h e r  t . r a U i C i u u t i  1 s o u r c e s  a *  city 
revenues, is difficult to a djust t o  in one y e a r . £11162 would 
provide cities a phased four y e a r  a djustm ent period by 
reducing the p e r c e n t a g e  of city fish tax revenues each year
by 5ft until the equal sharinw of revenues with the borouah is 
o*ji..ain«o.

-3/18/37 Lene*. of

Ma r c h  18, 1037



. ■■-rmmrn r-T r~- -
•  ̂ • MflR 1{3 '87 ,13:51 LIO - flNCH 277-6112 P . 3 / 3

Also, this legislation will not. negativel y affect. the newly 
e s tab lished b o r c u c h 1s a b ility  to meet service. d e l ivery 
expenses. The borough, because 0.1: its latter b o u n d a r i e s , 
will be tocwivirpj .Si oh fcaai r o v onuoa  t.hn t. Uhe 0l;ofc« h^rj no I. 
previo u s l y  shared w i t h  cities. T hese revenues will be 
collected from the area that was in the u n o r g a n i s e d  borough. 
SB,162 s tructur es the phase in of revenues so that as the 
borough u n d e r t a k e s  delivering service which '-'ere previousl y 
done by the Cities, its percen tage of revenues v:il! increase 
and the city share of revprnion will di.-vrn.aejo. In four yoar>: 
the boroug h will receive their full share.

In addition, as SliiCJJ addresses one of t.ku d i s i ncentiv es 
that affects borough formation, its pasaago nay encourage  
cities in areas other than the Aleutians to consider
eutaoiifining a borough. The Aleutia ns Bast  region is 
pursuing B o r o u g h  formation b e c ause  of decreases in State and 
Federal expend i t u r e s  in the rociion and the region's p r e s e n t  
and future d esire  to continue quality service delivery.
Other areas may need to pursue borough g overn m e n t  for si mi. In 
reasons. •

v.a ask for vour support cf SB 16.? to remove or.e of t.ho 
disin c e n t i v e s  affecting boroug h organisation, pa rticularly 
in the A leutians East region. This bill will not affect the 
new borough's ability to deliver q u ality services, does not 
affect fish t.a>*. revenues e xisting boroughs and receive clous 
not. affect S t a t e  revenues, J.n addition, it does: not require 
a n y  n «w  O t a i s -  ; m o , I  u  i m p l e m e n t .

Sincere lv

57ayn«sgv.ars 
Cltv Manager A:im.i niotrs tor



CITY OF KING COVE
P.O. Box 37 • King Cove. Alaska 99612 • (907) 497-2340

H o n o r a b l e  F r e d  Z h a r o f f  
A l a s k a  S t a t e  S e n a t e  
B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

February 23, 1987

R E : R e q u e s t  f o r  F i s h  T a x  L e g i s l a t i o n  t o  S u p p o r t  A l e u t i a n s
E a s t  3 o r o u q h  I n c o r p o r a t i o n

D e a r  S e n a t o r  Z h a r o f f :

T h e  A l e u t i a n s  E a s t  r e g i o n  r e q u e s t s  y o u r  s u p p o r t  i n  s u b m i t t i n g  
l e g i s l a t i o n  t o  e n a b l e  a p h a s e d  t r a n s i t i o n  o f  f i s h  b u s i n e s s  
t a x  r e v e n u e s  b e t w e e n  c i t i e s  a n d  a  b o r o u g h  w h e n  a n  A l e u t i a n s  
E a s t  B o r o u g h  i s  e s t a b l i s h e d .  E n c l o s e d  i s  a c o p y  o f  l a n g u a g e  
p r e p a r e d  b y  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  
t h a t  a m e n d s  t h e  e x i s t i n g  s t a t u t e  t o  a l l o w  t h i s  p h a s e d  
t r a n s i t i o n .  T h e  r e g i o n  s u p p o r t s  t h i s  l a n g u a g e  a n d  r e c o m m e n d s  
i t  b e  u s e d  i n  t h e  l e g i s l a t i o n .

As  we h a v e  d i s c u s s e d ,  t h e  r e g i o n a l  r e p r e s e n t a t i v e s  t h a t  m e t  
a t  t h e  F e b r u a r y  3 m e e t i n g  i n  A n c h o r a g e  s u p p o r t  t h e  p h a s e d  
t r a n s i t i o n  o f  f i s h  t a x  r e v e n u e s  t o  r e s o l v e  o n e  o f  t h e  
d i s i n c e n t i v e s  a f f e c t i n g  t r a n s i t i o n  t o  a  b o r o u g h  g o v e r n m e n t .  
T h i s  t r a n s i t i o n  i s  o f  p a r t i c u l a r  c o n c e r n  t o  t h e  C i t i e s  o f  
K i n g  C o v e  a n d  A k u t a n ,  w h i c h  w o u l d  l o s e  a  s i g n i f i c a n t  a m o u n t  
o f  t h e i r  o p e r a t i n g  r e v e n u e s  f r o m  e s t a b l i s h m e n t  o f  a  b o r o u g h .  
We b e l i e v e  t h i s  l e g i s l a t i o n  w i l l  p r e s e n t  o p p o r t u n i t i e s  f o r  
t h e  c i t i e s  t o  g r a d u a l l y  a d j u s t  t o  d e c r e a s e d  r e v e n u e s  a n d  t h a t  
i t  i s  t h e  b e s t  w a y  t o  e n s u r e  t h e  r e g i o n ' s  r e s i d e n t s  t h a t  t h e  
B o r o u g h  w i l l  c o m p l y  w i t h  t h i s  p h a s e d  t r a n s f e r .

We w i l l  a l s o  e x p l o r e  o p p o r t u n i t i e s  f o r  t h e  B o r o u g h  t o  a d d r e s s  
t h i s  p h a s e d  t r a n s i t i o n  o f  r e v e n u e s  i n  i t s  i n c o r p o r a t i o n  
p e t i t i o n  t o  t h e  L o c a l  B o u n d a r y  C o m m i s s i o n .  H o w e v e r ,  we 
r e c o m m e n d  l e g i s l a t i o n  b e  i n t r o d u c e d  a s  t h e  b e s t  w a y  t o  
g u a r a n t e e  t h a t  t h i s  t r a n s f e r  w o u l d  o c c u r  f o r  i n c o r p o r a t i o n  o f  
t h e  A l e u t i a n s  E a s t  b o r o u g h  a n d  p o t e n t i a l  o t h e r  b o r o u g h s .

We h o p e  we c a n  w o r k  t o g e t h e r  t o  h a v e  t h i s  l e g i s l a t i o n  
s u b m i t t e d  a n d  a d o p t e d  t h i s  l e g i s l a t u r e  s e s s i o n .



CITY OF KING COVE
P.O. Box 37 . King Cove, Alaska 99612 . (907) 497-2340

January 12, 198"?

T h e  H o n o r a b l e  F r e d  Z h a r o f f
P . O .  B o x  4 0 5
K o d i a k ,  A l a s k a  9 9 6 1 5

RE:  E s t a b l i s h i n g  a  B o r o u g h  G o v e r n m e n t  i n  t h e  A l e u t i a n s  E a s t
R e g i o n

D e a r  S e n a t o r  Z h a r o f f :

T h e  s i x  c o m m u n i t i e s  o f  t h e  A l e u t i a n s  E a s t  r e g i o n ,  A k u t a n ,
C o l d  B a y ,  F a l s e  P a s s ,  K i n g  C o v e ,  N e l s o n  L a g o o n  a n d  S a n d  
P o i n t ,  a r e  p u r s u i n g  p o s s i b l e  f o r m a t i o n  o f  a  b o r o u g h  
g o v e r n m e n t .  On N o v e m b e r  1 0 ,  1 9 8 6 ,  l e a d e r s  f r o m  t h e  a b o v e  
c o m m u n i t i e s  m e t  t o  e x a m i n e  c o n c e r n s  f a c i n g  t h e  r e g i o n  a n d  t h e  
m e r i t s  o f  f o r m i n g  a  b o r o u g h  a s  a  w a y  t o  a d d r e s s  t h e s e  
c o n c e r n s .  T h e  g e n e r a l  c o n s e n s u s  o f  t h e  27  p e r s o n s  t h a t  
p a r t i c i p a t e d  i n  t h i s  m e e t i n g  w a s :

o  t h e r e  a r e  a  n u m b e r  o f  s e r i o u s  f i n a n c i a l ,  c a p i t a l  
i m p r o v e m e n t  p r o j e c t ,  p o l i t i c a l  a n d  o t h e r  p r o b l e m s  f a c i n g  
t h e  r e g i o n ;

o  c o m m u n i t y  l e a d e r s  s h o u l d  m e e t  a g a i n  e a r l y  i n  1 9 S 7  t o  
m a k e  a  m o r e  i n f o r m e d  d e c i s i o n  o n  e s t a b l i s h i n g  a  3 o r o u g h ;

o  a d d i t i o n a l  i n f o r m a t i o n  m u s t  b e  g a t h e r e d  a n d  e x a m i n e d  
b e f o r e  c o m m u n i t y  l e a d e r s  d e c i d e  i f  t h e  a r e a  s h o u l d  
i n c o r p o r a t e  a n  A l e u t i a n s  E a s t  B o r o u g h ;

o  a n  A l e u t i a n s  E a s t  B o r o u g h  i s  p r o b a b l y  t h e  b e s t  w a y  f o r  
r e s i d e n t s  t o  a d d r e s s  m a n y  o f  t h e  r e g i o n ' s  p r o b l e m s ;  a n d

o  i n c o r p o r a t i o n  o f  a n  A l e u t i a n s  E a s t  B o r o u g h  may  s o o n  b e  
n e c e s s a r y .

T h i s  c o n s e n s u s  r e f l e c t s  a n  a w a r e n e s s  t h a t  t h e  s e r i o u s  
f i n a n e i a l  p r o b l e m s  f a c i n g  t h e  S t a t e  a n d  A l e u t i a n s  E a s t  
c o m m u n i t i e s  w i l l  r e q u i r e  t h e  r e g i o n  t o  e x a m i n e  w a y s  t o  r a i s e  
a d d i t i o n a l  l o c a l  r e v e n u e s  t o  m a i n t a i n  s e r v i c e  d e l i v e r y .

I n  a d d r e s s i n g  f o r m i n g  a  b o r o u g h ,  c o m m u n i t y  l e a d e r s  i d e n t i f i e d  
c o n c e r n s  w h i c h  m a y  b e  i m p e d i m e n t s  t o  e s t a b l i s h i n g  a  B o r o u g h .  
T h r e e  o f  t h e s e  c o n c e r n s ,  w h i c h  a r e  i d e n t i f i e d  b e l o w  a n d



d e s c r i b e d  i n  t h e  a t t a c h e d  t o p i c a l  p a p e r s ,  a r e  o n e s  w h i c h  w i l l  
r e q u i r e  l e g i s l a t i v e  a s s i s t a n c e  a n d  a c t i o n  t o  a c c o m p l i s h .  T h e  
r e g i o n  a s k s  f o r  y o u r  s u p p o r t  a n d  d i r e c t i o n  i n  h e l p i n g  t o  
r e l i e v e  t h e  p r o b l e m s  c a u s e d  b y  t h e s e  i m p e d i m e n t s .

T h e  t h r e e  c o n c e r n s  w h i c h  r e q u i r e  l e g i s l a t i v e  a t t e n t i o n  
i n c l u d e :

1) E f f e c t  o f  E s t a b l i s h i n g  a  B o r o u g h  G o v e r n m e n t  o n  
R e v e n u e s  f o r  E d u c a t i o n  S e r v i c e s  t h a t  t h e  R e g i o n  w i l l  
R e c e i v e . T h e  c o n c e r n  c e n t e r s  o n  t h e  p o t e n t i a l  o f  
s i g n i f i c a n t l y  d e c r e a s e d  r e v e n u e s  t o  t h e  d i s t r i c t  f o r  
e d u c a t i o n  i f  a  B o r o u g h  i s  e s t a b l i s h e d .  T h e  e x i s t i n g  
S t a t e  S c h o o l  F o u n d a t i o n  F u n d i n g  F o r m u l a  d o e s  n o t  i n c l u d e  
p r o v i s i o n s  t o  a d d r e s s  t h e  m e r g i n g  o f  t h r e e  s c h o o l  
d i s t r i c t s  i n t o  a  s i n g l e  d i s t r i c t .  T h e  r e g i o n  n e e d s  
a s s i s t a n c e  f r o m  y o u  t o  w o r k  w i t h  t h e  D e p a r t m e n t s  o f  
E d u c a t i o n  a n d  R e v e n u e ,  a n d  f e l l o w  l e g i s l a t o r s  t o  e n s u r e  
t h e  B o r o u g h  S c h o o l  D i s t r i c t  r e c e i v e s  a  l e v e l  o f  
e d u c a t i o n  f u n d s  e q u a l  t o  t h o s e  w h i c h  w o u l d  h a v e  b e e n  
p r o v i d e d  t o  t h e  A l e u t i a n s  REAA a n d  K i n g  C o v e  a n d  S a n d  
P o i n t  S c h o o l  D i s t r i c t s .

2)  S h a r e d  F i s h  T a x  D i s t r i b u t i o n  -  B o r o u g h / C i t i e s :  T h a  
c o n c e r n  c e n t e r s  o n  t h e  l o s s  o f  S t a t e  S h a r e d  F i s h  T a x  
( F i s h e r y  B u s i n e s s  T a x e s )  r e v e n u e s  t o  t h e  r e g i o n ' s  f o u r  

c i t i e s  i f  a  B o r o u g h  i s  e s t a b l i s h e d .  T h i s  o c c u r s  b e c a u s e  
t h e  p r e s e n t  l a w  r e q u i r e s  c i t i e s  i n  t h e  o r g a n i z e d  b o r o u g h  
t o  e q u a l l y  s h a r e  r a w  f i s h  t a x  r e v e n u e s  t h e y  w o u l d  
r e c e i v e  w i t h  a  b o r o u g h ,  w h i l e  a  c i t y  i n  t h e  u n o r g a n i z e d  
b o r o u g h  r e c e i v e s  a  f u l l  s h a r e  o f  t h e s e  t a x e s .  T h e  
r e g i o n  p r o p o s e s  t h e  e x i s t i n g  l a w  b e  a m e n d e d  t o  a l l o w  a  
t h r e e  y e a r  p h a s e - o u t  o f  t h e  a m o u n t  o f  r e v e n u e  t h e  c i t i e s  
w i l l  l o s e  t o  a  b o r o u g h .  T h i s  a m e n d m e n t  i s  f u l l y  
e x p l a i n e d  i n  t h e  a t t a c h e d  i s s u e  p a p e r  a n d  w i l l  r e q u i r e  
l e g i s l a t i v e  a c t i o n .

3) B o r o u g h  F o r m a t i o n  A s s i s t a n c e  F u n d s ; T h e  r e g i o n  r ° e d s  
a p p r o x i m a t e l y  $ 3 0 , 0 0 0  a n d  a s s i s t a n c e  f r o m  t h e  D e p a r t m e n t  
o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  (DCRA) t o  c o m p l e t e  i t s  
e f f o r t s  t o  f< ,i a  B o r o u g h .  To  d a t e ,  t h e  r e g i o n  h a s  u s e d  
FY 85  R e g i o n a l  S t r a t e g y  F u n d s  f r o m  DCRA t o  f u n d  i t s  
o r g a n i z a t i o n a l  e f f o r t s .  T h e s e  f u n d s  a r e  n o w e x h a u s t e d .  
T h e  r e g i o n  w o u l d  u s e  t h e  f u n d s  t o  c o n d u c t  m e e t i n g s  o f  
r e g i o n a l  r e p r e s e n t a t i v e s ,  g a t h e r  d a t a ,  p r e p a r e  i t s  
i n c o r p o r a t i o n  p e t i t i o n  a n d  p u b l i s h  p u b l i c  i n f o r m a t i o n .
T h e  r e g i o n  w i l l  n e e d  t h e  f u n d s  t o  c o n d u c t  t h e s e  
a c t i v i t i e s  i n  M a r c h  - D e c e m b e r  1 9 8 7 .



T h e s e  t h r e e  i s s u e s ,  i f  t h e y  c a n  b e  r e s o l v e d ,  w i l l  l e s s e n  t h e  
i m p e d i m e n t s  a n d  p r o v i d e  i n c e n t i v e s  t o  e s t a b l i s h  a  B o r o u g h .
T h e  r e g i o n  w i l l  k e e p  y o u  a p p r a i s e d  o f  o u r  e f f o r t s  t o  p u r s u e  
B o r o u g h  f o r m a t i o n  a n d  i s  a v a i l a b l e  t o  f u r t h e r  d i s c u s s  t h e  
a b o v e  t h r e e  c o n c e r n s  w i t h  y o u .  I n  a d d i t i o n  y o u  a n d  y o u r  
s t a f f  a r e  i n v i t e d  t o  p a r t i c i p a t e  i n  t h e  n e x t  m e e t i n g  o f  
c o m m u n i t y  l e a d e r s ,  w h i c h  i s  t e n t a t i v e l y  s c h e d u l e d  f o r  t h e  
f i r s t  w e e k  o f  F e b r u a r y  i n  A n c h o r a g e .

A l s o ,  e n c l o s e d  f o r  y o u r  r e v i e w  i s  i n f o r m a t i o n  t h a t  h a s  b e e n  
p r o d u c e d  o n  t h e  A l e u t i a n s  E a s t  B o r o u g h .  T h i s  i n f o r m a t i o n  
i n c l u d e s :

o A l e u t i a n s  E a s t  R e g i o n a l  G o v e r n m e n t  S t u d y , M a r c h  1 9 8 6  
r e p o r t ;

o E x e c u t i v e  s u m m a r y  o f  t h e  a b o v e  r e p o r t ,  M a r c h  1 9 8 6 ;

o A l e u t i a n s  E a s t  R e g i o n a l  G o v e r n m e n t  S t u d y ,  I s s u e s / D a t a  
U p d a t e  p a p e r ,  O c t o b e r  3 1 ,  1 9 8 6 ,  w h i c h  w a s  d i s t r i b u t e d  t o  
r e p r e s e n t a t i v e s  t h a t  a t t e n d e d  t h e  N o v e m b e r  1 0 ,  1 9 8 6  
m e e t i n g ;

o A l e u t i a n s  E a s t  B o r o u g h  -  Why I s  I t  B e i n g  C o n s i d e r e d ? , 
b r o c h u r e ,  J a n u a r y  1 9 8 7 ,  w h i c h  w a s  d i s t r i b u t e d  o n  J a n u a r y  
9 ,  1 9 8 7  t o  a l l  b o x  h o l d e r s  i n  t h e  A l e u t i a n s  E a s t  r e g i o n .

We w o u l d  a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  d i s c u s s  t h e  r e g i o n ' s  
c o n c e r n s  w i t h  y o u  w h e n  y o u  p a s s  t h r o u g h  A n c h o r a g e  o n  y o u  w a y  
t o  J u n e a u .

C i t y  A d m i n i s t r a t o r  C i t y  M a n a a e r
1 6 8 9  ' C '  S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 0 1  
2 7 6 - 2 7 0 0



STAT5 F I S H E R I E S  BUSI NESS (RAW F I S H )  TAX

DESCRI PTI ON OF PRESENT DI ST R I B U T I O N  SYSTEM FOR STATE 
F I S H E R I E S  BUSI NESS TAX REVENUES:  E x i s t i n g  S t a t e  l a w  p r o v i d e s
' . h a t  t h e  S t a t e  a n d  c i t i e s  i n  t h e  U n o r g a n i z e d  B o r o u g h  e q u a l l y  
s h a r e ,  5 0 % - 5 0 % ,  S t a t e  F i s h e r i e s  B u s i n e s s  T a x  r e v e n u e s  ( f o r  
f i s h  d e l i v e r e d  w i t h i n  c i t y  b o u n d a r i e s ) . H o w e v e r ,  i f  a 
b o r o u g h  e x i s t s ,  t h e  S t a t e  r e c e i v e s  i t s  50% s h a r e ,  b u t  t h e  
b o r o u g h  a n d  c i t i e s  w i t h i n  t h e  b o r o u g h  m u s t  e q u a l l y  s h a r e  t h e  
o t h e r  50% o f  r e v e n u e s .  T h u s ,  i f  a n  A l e u t i a n s  E a s t  B o r o u g h  i s
e s t a b l i s h e d ,  c i t i e s  w h i c h  p r e s e n t l y  r e c e i v e  50% o f  S t a t e
F i s h e r i e s  T a x  r e v e n u e s  s e e  t h i s  a m o u n t  d e c r e a s e  t o  25% o f  r h e  
S t a t e  t a x ,  a  l o s s  o f  h a l f  o f  t h e  c i t i e s '  p r e s e n t  f i s h  t a x  
r e v e n u e s .

T h e  c i t i e s  o f  A k u t a n ,  K i n g  C o v e  a n d  S a n d  P o i n t ,  a n d  t o  a  
l e s s e r  e x t e n t ,  C o l d  B a y ,  r e c e i v e  a  l a r g e  a m o u n t  o f  t h e i r  
m u n i c i p a l  r e v e n u e s  f r o m  S t a t e  F i s h  T a x  r e v e n u e s .  F o r  
e x a m p l e ,  t h e  f o l l o w i n g  r e p r e s e n t s  r e v e n u e s  r e c e i v e d  f o r  FY 56 
a n d  FY 8 7 :

A k u t a n  K i n g  C o v e  S a n d  P o i n t  C o l d  Ba y

FY 86 $ 1 2 1 , 0 0 0  $ 4 1 0 , 0 0 0  $ 8 8 , 0 0 0  ( a b o u t ) $ 2 , 5 0 0

FY 87  $ 3 5 6 , 0 0 0  $ 3 2 7 , 0 0 0  $ 1 1 4 , 0 0 0  ( a b o u t ) $ 2 , 5 0 0

I n  s h o r t ,  t h e  a b o v e  c i t i e s  r e c e i v e d  a  t o t a l  o f  $ 6 2 1 , 5 0 0  i n  FY
8 6 ,  a n d  $ 8 0 0 , 0 0 0  i n  FY 8 7 .

DESCRI PTI ON OF CONCERN: I n  e x a m i n i n g  B o r o u g h  f o r m a t i o n ,  t h e
p r e s e n t  d i s t r i b u t i o n  m e t h o d  c a u s e s  s i g n i f i c a n t  c o n c e r n  a m o n g  
t h e  c i t i e s  i n  t h e  A l e u t i a n s  E a s t  r e g i o n .  I f  a  B o r o u g h  i s  
e s t a b l i s h e d ,  e a c h  c i t y  w o u l d  i m m e d i a t e l y  l o s e  a  s i g n i f i c a n t  
a m o u n t  o f  i t s  l o c a l  r e v e n u e  b a s e  t o  t h e  n e w  B o r o u g h .  T h i s  
l o s s ,  w h e n  c o u p l e d  w i t h  p r o j e c t e d  d e c r e a s e s  i n  S t a t e  
M u n i c i p a l  A s s i s t a n c e  ( e l i m i n a t i o n  o f  t h i s  p r o g r a m  h a s  b e e n  
p u b l i c l y  d i s c u s s e d  b y  G o v e r n o r  C o w p e r ' s  a d m i n i s t r a t i o n ) ,
S t a t e  R e v e n u e  S h a r i n g  a n d  S t a t e  S c h o o l  F o u n d a t i o n  f u n d s ,  w i l l  
m a k e  i t  e x t r e  l e l v  d i f f i c u l t  f o r  t h e s e  c i t i e s  t o  a b s o r b  t h e  
l o s s  o f  h a l f  o f  t h e  S t a t e  F i s h  T a x  m o n i e s .  T h i s  r e v e n u e  l o s s  
i s  h e i g h t e n e d  b e c a u s e  i t  o c c u r s  i n  o n e  y e a r ;  t h e  y e a r  t h e  
b o r o u g h  i s  i n c o r p o r a t e d .

T h e  C i t y  o f  K i n g  C o v e ' s  b u d g e t  a n d  r e v e n u e s  a r e  u s e d  t o  
i l l u s t r a t e  t h e  e x t e n t  o f  l o s s .  I n  FY 8 6 ,  K i n g  C o v e  h a d  
g e n e r a l  o p e r a t i n g  r e v e n u e s  o f  a b o u t  $ 1 , 0 0 C , 0 0 0 .  O f  t h e s e ,  
$ 4 1 1 , 0 0 0  o r  a b o u t  41%,  w e r e  o b t a i n e d  f r o m  t h e  50% 
d i s b u r s e m e n t  o f  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s .  I t  a  b o r o u g h  
e x i s t e d  m  FY 8 6 ,  K i n g  C o v e  w o u l d  h a v e  l o s t  a b o u t  $ 2 0 5 , 0 0 0  o r  
20% o f  i t s  g e n e r a l  o p e r a t i n g  r e v e n u e  b a s e  t o  t h e  b o r o u a h .



S i m i l a r l y ,  i n  FY 8 7 ,  a b o u t  35% ( $ 3 2 7 v0 0 0 )  o f  K i n g  C o v e ' s  
r e v e n u e s  a r e  f r o m  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ;  o r  a  l o s s  
o f  a b o u t  18% o f  i t s  o p e r a t i n g  f u n d s  i f  a  b o r o u g h  e x i s t e d .  
A k u t a n  o b t a i n s  a n  e v e n  g r e a t e r  p e r c e n t a g e  o f  i t s  o p e r a t i n g  
f u n d s  t h a n  K i n g  C o v e  f r o m  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ,  
w h i l e  S a n d  P o i n t  r e c e i v e s  a  l e s s e r ,  b u t  s i g n i f i c a n t  a m o u n t .

C o l l e c t i v e l y ,  t h e  A l e u t i a n s  E a s t  r e g i o n  c i t i e s  v i e w  t h e  
p r e s e n t  m e t h o d  f o r  d i s t r i b u t i n g  S t a t e  S h a r e d  F i s h  T a x  
r e v e n u e s  a s  a  d i s i n c e n t i v e  t o  e s t a b l i s h i n g  a  b o r o u g h .  T h i s  
r e v e n u e  l o s s  ( i f  a  b o r o u g h  i s  e s t a b l i s h e d ) ,  c o m b i n e d  w i t h  t h e  
p r o j e c t e d  l o s s e s  i n  o t h e r  S t a t e  a s s i s t a n c e  f u n d s ,  a n d  l i t t l e ,  
i f  =tnv,  d e c r e a s e  i n  s e r v i c e s  w h i c h  t h e  c i t i e s  d e l i v e r ,  e x c e p t  
f o r  e d u c a t i o n ,  w i l l  c a u s e  s e v e r e  s h o r t f a l l s  i n  C i t y  b u d g e t s .  
Thf  c i t i e s  n e e d  a  wa y  t o  m i t i g a t e  t h e s e  l o s s e s  s o  t h e y ,  l i k e  
t h e  S t a t e ,  c a n  g r a d u a l l y  a d j u s t  t o  r e d u c e d  r e v e n u e s .  
S p e c i f i c a l l y ,  t h e  A l e u t i a n s  E a s t  r e g i o n  c i t i e s  n e e d  t i m e  t o  
a d j u s t  t o  t h e  e l i m i n a t i o n  o f  h a l f  o f  t h e  F i s h  T a x  R e v e n u e s  
w h i c h  t h e y  p r e s e n t l y  r e c e i v e .

L E G I S L A T I V E  ASSISTANCE NEEDED: C i t i e s  i n  t h e  A l e u t i a n s  E a s t
r e g i o n  a s  w e l l  a s  t h o s e  i n  o t h e r  c o a s t a l  a r e a s  w h i c h  may 
p u r s u e  b o r o u g h  f o r m a t i o n ,  w o u l d  b e n e f i t  f r o m  a  p h a s e d  
r e d u c t i o n  i n  t h e  a m o u n t  o f  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s ,  
r a t h e r  t h e n  a n  a b r u p t  i m m e d i a t e  r e d u c t i o n  o f  h a l f  o f  t h e s e  
r e v e n u e s .  T h e  i n t e n t  o f  t h e  p h a s e d  r e d u c t i o n  i s  t o  p r o v i d e  
t h e  c i t i e s  w i t h  a  t r a n s i t i o n  p e r i o d  t o  a d j u s t  t o  p e r m a n e n t  
r e v e n u e  l o s s e s ,  a n d  t o  m i t i g a t e  o n e  o f  t h e  d i s i n c e n t i v e s  f o r  
b o r o u g h  i n c o r p o r a t i o n .  Two o p t i o n s  a r e  r e c o m m e n d e d  f o r  
l e g i s l a t i v e  a c t i o n  t o  h e l p  a c c o m p l i s h  t h i s  o b j e c t i v e .

O p t i o n  1 -  T h e  S t a t e  p r o v i d e s  e a c h  C i t y  75% o f  i t s  f u l l  
s h a r e  f o r  y e a r  o n e ,  50% f o r  y e a r  t w o ,  a n d  25% f o r  y e a r  t h r e e ,  
o f  t h e  d i f f e r e n c e  b e t w e e n  50% a n d  25% o f  S t a t e  S h a r e d  F i s h  
T a x  r e v e n u e s  a f t e r  a  B o r o u g h  i s  e s t a b l i s h e d .  I n  a d d i t i o n ,  
t h e  B o r o u g h  b e g i n s  t o  r e c e i v e  i t s  f u l l  25% s h a r e  o f  S t a t e  
r e v e n u e s  f r o m  t h e  d a t e  t h e  B o r o u g h  i s  e s t a b l i s h e d .

T h e  f o l l o w i n g  i l l u s t r a t e s  h ow O p t i o n  #1 w o u l d  a p p l y  a s s u m i n g  
a  C i t y  w e r e  e l i g i b l e  t o  r e c e i v e  ( i f  i t  h a d  r e m a i n e d  i n  t h e  
U n o r g a n i z e d  B o r o u g h )  $ 4 0 0 , 0 0 0  i n  S t a t e  S h a r e d  F i s h  T a x  
r e v e n u e s  f o r  e a c h  o f  3 y e a r s .

Y e a r  if 1 .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  p l u s  a n  a d d i t i o n a l
a p p r o p r i a t i o n  o f  $ 1 5 0 , 0 0 0  (75% o f  f u n d s  B o r o u g h  w o u l d  
r e c e i v e ) ,  a n d  t h e  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .

Y e a r  # 2 .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  p l u s  a n  a d d i t i o n a l
a p p r o p r i a t i o n  o f  $ 1 0 0 , 0 0 0  (50% o f  f u n d s  B o r o u a h  w o u l d  
r e c e i v e ) ,  a n d  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .



Y e a r  # 3 .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0 ,  p l u s  a n  a d d i t i o n a l
a p p r o p r i a t i o n  o f  $ 5 0 , 0 0 0  (25% o f  f u n d s  B o r o u g h  w o u l d  
r e c e i v e  ) a n d  B o r o u g h  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 .

Y e a r  04  a n d  b e y o n d .  C i t y  r e c e i v e s  $ 2 0 0 , 0 0 0  a n d  B o r o u g h  
r e c e i v e s  $ 2 0 0 , 0 0 0 .  No a d d i t i o n a l  S t a t e  f u n d s  a r e  
r e q u i r e d .

O p t i o n  #1 w i l l  e n a b l e  c i t i e s  t o  a d j u s t  t o  t h e  p e r m a n e n t  l o s s  
o f  t h e s e  r e v e n u e s  o v e r  a  t h r e e  y e a r  p e r i o d ,  r a t h e r  t h a n  i n  
o n e  y e a r .  A l s o ,  t h i s  p r o v i d e s  a  3 o r o u g h  w i t h  t h e  f u n d s  i t  
n e e d s  t o  d e l i v e r  s e r v i c e s  t o  b o r o u g h  r e s i d e n t s .  T h i s  
a p p r o a c h  w o u l d  r e q u i r e  t h e  S t a t e  t o  p r o v i d e  a d d i t i o n a l  
r e v e n u e s  f o r  a  p e r i o d  o f  t h r e e  y e a r s  t o  t h i s  r e g i o n  ( a n d  
p o t e n t i a l l y  o t h e r s  t h a t  may e s t a b l i s h  a  B o r o u g h ) ,  b u t  w o u l d  
n o t  r e q u i r e  a  p e r m a n e n t  c o m m i t m e n t  o f  S t a t e  f u n d s  a b o v e  a n d  
b e y o n d  p r e s e n t  S t a t e  F i s h  T a x  f o r m u l a  d i s t r i b u t i o n s .  I n  
r e t u r n ,  t h e  S t a t e  w o u l d  e n c o u r a g e  B o r o u g h  f o r m a t i o n ,  a  S t a r e  
g o a l ,  b y  r e m o v i n g  o n e  o f  t h e  o b s t a c l e s  -  i m m e d i a t e  l o s s  o f  
r e v e n u e s  -  t o  t h e  C i t i e s .

T h i s  a p p r o a c h  i s  s i m i l a r  t o  t h e  S t a t e ' s  m e t h o d  o f  t r y i n g  t o  
r e a c h  a  s u s t a i n a b l e  b u d g e t .  T h e  S t a t e  i s  g r a d u a l l y  r e d u c i n g  
s e r v i c e s / b u d g e t  t o  a  s u s t a i n a b l e  l e v e l ,  r a t h e r  t h a n  m a k i n g  
w h o l e s a l e  r e d u c t i o n s  i n  o n e  y e a r  b e c a u s e  o f  r e v e n u e
s h o r t f a l l s  ------ m a k i n g  t h e  b u d g e t  e q u a l  r e v e n u e s  r e c e i v e d .
T h i s  p o l i c y  i s  b e i n g  p u r s u e d  e v e n  t h o u g h  i t  r e q u i r e s  t h e  
i n f u s i o n  o f  o n e  t i m e  s o u r c e s  o f  r e v e n u e s  o r  r e s e r v e  o r  
s a v i n g s  a c c o u n t  f u n d s  i n t o  t h e  S t a t e  b u d g e t .

O p t i o n  2 -  T h e  S t a t e  r e t a i n s  i t s  50% o f  r e v e n u e s ,  a n d  
e a c h  c i t y  r e c e i v e s  i t s  25% s h a r e ,  p l u s  a  g r a d u a t e d  r e d u c t i o n  
o f  t h e  b o r o u g h ' s  25% s h a r e .  T h e  p r o p o s e d  d i s t r i b u t i o n  o f  a  
p e r c e n t a g e  o f  t h e  B o r o u g h ' s  S t a t e  S h a r e d  F i s h  T a x  r e v e n u e  t o  
t h e  r e s p e c t i v e  c i t i e s  w o u l d  b e  o v e r  3 y e a r s .  E a c h  C i t y  w o u l d  
r e c e i v e  i t s  r e s p e c t i v e  s h a r e  a t  t h e  r a t e  o f  75% o f  B o r o u g h  
s h a r e  - y e a r  1 ,  50% o f  B o r o u g h  s h a r e  - y e a r  2 ,  a n d  25% o f  
B o r o u g h  s h a r e  - y e a r  3 .

U s i n g  t h e  s a m e  e x a m p l e  a s  O p t i o n  # 1 ,  $ 4 0 0 , 0 0 0  p e r  y e a r  i n  
F i s h  T a x  b u s i n e s s  d o n e  w i t h i n  c i t y  l i m i t s ,  O p t i o n  02 w o u l d  
r e s u l t  i n  t h e  f o l l o w i n g :

Y e a r  # 1 .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  p l u s  75% o f  t h e
B o r o u g h ' s  a l l o c a t i o n  $ 1 5 0 , 0 0 0 ,  a n d  t h e  B o r o u g h  w o u l d  
r e c e i v e  $ 5 0 , 0 0 0 .

Y e a r  0 2 .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  p l u s  50% o f  t h e
B o r o u g h ' s  a l l o c a t i o n  $ 1 0 0 , 0 0 0 ,  a n d  t h e  B o r o u g h  w o u l d  
r e c e i v e  $ 1 0 0 , 0 0 0 .



Y e a r  # 3 .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  p l u s  25% o f  t h e
B o r o u g h ' s  a l l o c a t i o n  $ 5 0 , 0 0 0 ,  a n d  t h e  B o r o u g h  w o u l d  
r e c e i v e  $ 1 5 0 , 0 0 0 .

Y e a r  #4 a n d  b e y o n d .  C i t y  w o u l d  r e c e i v e  $ 2 0 0 , 0 0 0 ,  b u t  r . o n e  o f  
t h e  b o r o u g h  s h a r e ,  a n d  t h e  b o r o u g h  w o u l d  r e c e i v e  i t s  
f u l l  $ 2 0 0 , 0 0 0  a l l o c a t i o n .

T h i s  w o u l d  a l l o w  c i t i e s  t o  g r a d u a l l y  w e a n  t h e m s e l v e s  f r o m  
r e l i a n c e  o n  f i s h  t a x  r e v e n u e s  a n d  m i t i g a t e  o n e  o f  t h e  
c o n c e r n s  w i t h  e s t a b l i s h i n g  a  B o r o u g h  - i m m e d i a t e  l o s s  o f  
a l m o s t  20% o f  c i t y  r e v e n u e s  f o r  a t  l e a s t  2 o f  t h e  A l e u t i a n s  
E a s t  c i t i e s .

H o w e v e r ,  t h i s  a p p r o a c h ,  u n l i k e  o p t i o n  1 ,  may c a u s e  p r o b l e m s  
f o r  B o r o u g h  s e r v i c e  d e l i v e r y .  T h e  n e w l y  e s t a b l i s h e d  b o r o u g h  
w i l l  n o t  r e c e i v e  i t s  f u l l  s h a r e  o f  F i s h  T a x  r e v e n u e s ,  a n d  mav 
n o t  h a v e  a d e q u a t e  f u n d s  t o  o p e r a t e .  F o r  e x a m p l e ,  i n  FY 3 7 ,  
t h e  A l e u t i a n s  E a s t  B o r o u g h  ( i f  i t  w a s  e s t a b l i s h e d )  w o u l d  n o r  
h a v e  r e c e i v e d  a p p r o x i m a t e l y  S 3 6 0 , 0 0 0 ,  b e c a u s e  t h e  c i t i e s  
w o u l d  r e t a i n  t h e s e  f u n d s  i n  y e a r  o n e  u s i n g  t h i s  o p t i o n .  I n  
y e a r  t w o ,  t h i s  a m o u n t  w o u l d  d e c r e a s e  t o  a b o u t  $ 2 4 0 , 0 0 0 ,  a n d  
i n  y e a r  t h r e e ,  w o u l d  f u r t h e r  d e c r e a s e  t o  a b o u t  $ 1 2 0 , 0 0 0 ,  
b e c a u s e  o f  t h e  g r a d u a t e d  r e d u c t i o n .  H o w e v e r ,  t h i s  m e t h o d  
w o u l d  n o t  r e q u i r e  t h e  a l l o c a t i o n  o f  a d d i t i o n a l  S t a t e  f u n d s ,  
i t  w o u l d  o n l y  r e q u i r e  l e g i s l a t i v e  a c t i o n  t o  a d o p t  t h e  c h a n g e ,  
a n d  a d m i n i s t r a t i v e  a c t i o n  t o  i m p l e m e n t  i t .  T h e  m a j o r  
d i s a d v a n t a g e  t o  t h i s  o p t i o n  f r o m  t h e  r e g i o n ' s  p e r s p e c t i v e  i s  
t h e  J o s s  o f  f u n d s  t o  h e l p  t h e  n e w l y  e s t a b l i s h e d  b o r o u g h  
b e c o m e  o p e r a t i o n a l .

T h e  c o m m u n i t i e s  w h i c h  a r e  c o n s i d e r i n g  b o r o u g h  f o r m a t i o n  i n  
t h e  A l e u t i a n s  E a s t  r e c o g n i z e  t h a t  e i t h e r  o f  t h e s e  o p t i o n s  may 
b e  d i f f i c u l t  t o  a c h i e v e ,  b u t  b e l i e v e  a  p h a s e d  r e d u c t i o n  i n  
S t a t e  S h a r e d  F i s h  T a x  r e v e n u e s  i s  n e e d e d  t o  e n c o u r a g e  b o r o u g h  
f o r m a t i o n .
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SUBJECT SB 162

The following offers two options for language which might be 
added to the referenced bill to allow flexibility in the 
implementation of the raw fish taxes. The suggested language 
would be inserted at the end of the first section of the bill 
(bottom of page two of the version which I have). In fact, 
both options could be included in the bill (in which case you 
should change the subsection designation of option 2 from "(e)" 
to "(f)". Frankly, I think option two is necessary.

e) In the event that the provisions of subsection (d) may 
cause financial infeasibilities for the newly formed borough, 
the city council of any city within the borough may agree, 
during any of the first four calendars years of the borough's 
existence, to transfer to the newly formed borough a portion of 
the city's annual entitlement to revenue collected from taxes 
levied under this chapter. The amount to which the city agrees 
to transfer to the borough may not reduce the entitlement of 
the city for any one year below that provided by AS 
43.75.130(a)(2). The commissioner shall distribute funds to 
cities and boroughs in accordance with the provisions of any 
agreements reached under this subsection.

OPTION II

e) In the event that the provisions of subsection (d) may 
cause financial infeasibilities for a borough proposed to be 
formed under the provisions of AS 29.05, petitioners for 
incorporation of the boro gh may include in the petition, 
provisions for increased entitlements to the borough during any 
of the first four c a l e n d a r s .years of its existence for revenue 
collected from taxes levied under this chapter. The increased 
entitlement may not exceed the entitlement of the borough for 
any one year beyond that provided by AS 43.75.130(a)(3). The 
commissioner shall pay the newly formed borough an entitlement 
in accordance with the provisions of the petition under which 
it was incorporated.

OPTION I



Section xx. AS 43.75.130 is amended by adding a new subsection 

to read:

(e) N otwithst anding the pro visions of subsection 'd), 

a city within a borough subject to the provis i o n s  of
'•i

subsection (d) may transfer^a p o rtion of the funds received 

under subsection (d) to the borough.


