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response In Che state)

(2) provide for cooperative review of oil discharge contin-
gency plana submitted to the department under AS 46.0A.030F

(3 provide for cooperative inspections of oil terminal
facilities by the department and the United States Coast Cluard or
United States Environmental Protection Agencyi and

(@) provide fcr cooperative oil discharge notification
procedures.

* Sec. 15. AS 46.04.030 La amended by adding a new subsection to read:
(h) 3efore approving an oil discharge contingency plan under

this section, the commissioner shall

(1D consult with municipal officials and with representa-
tives of affected regions and community organisations) and

(2) disseminate the draft plan to the public for review and
comment.

* Sec. 16. AS 46.04.900(5) to amended Co read:

o) "containment and cleanup™ includes all direct and
Indirect efforts associated with th<y prevention, abatement, contain-
ment”™ or removal of discharged oil or a pollutant, and Che restoration
of the environment to its former state) when applied to expenses, the

term Includes the additional costs of providing a reasonable and

2 appropriate function or oorvlce incurred In response to the discharge

231 of a pollutant. Including f, A2D ALL IHCIDEHTAT.J udministracive expen-

2L ses for the incremental costs of providing the function or servicei

251 * Sac. 17. AS 46.04.900 is amended by adding new paragraphs to read:

(18) "service” m*ana a function performed or service

21 vided by the state, c¢ municipality, or a village, including functions

28 | not previously performed and cervices not previously provided by che

20 state, the municipality, or the village)

CSHB 577 (CARA) -14-



(19 “village”™ means a place in which 25 or more pe
reside aa a social unit that is not incorporated as a municipality
under state law.

Sec. 18. AS 46.08.040 is amended to reads
Sec. 46.08.040, PURPOSES OP THE FUND. The commissioner may use
money from the fund to

(@) investigate and evaluate the release or threatened
release of oil or a hazardous substance, and contain, clean up, and
take other necessary action, 3uch as moniLoring and assessing, to
address a release or threatened release of oil or a hazardous sub-
stance that poses an imminent and substantial threat to the public
health or welfare, or to the environment! an assessment made under
this paragraph may include aa assessment of the social and econoaic
effects of the release or threatened releasei

(2) pay all costs incurred to establish and maintain the
oil and hazardous substance response office end for the expenses of
the oil and hazardous 3ubstaoce response corps and the oil and hazard-
ous substance rcsponFe depots established by that office*

(3 provide matching funds for participation in federal oil
discharge cleanup activities and under 42 U.S.C. 9601 - 9657 (Compre-
hensive Environmental Response, Compensation, and Liability Act of
1930)* “AND)

(4) recover the coses to Che state™ (OR TO) a municipality”
or 1 village of u containment and cleanup resulting from the release
or the threatened release of oil or a hazardous substance”™ (.1

(5) prepare, review, and revise

A thu state"s master oil and hazardous substance
discharge <tnJ prevention contingency plan required by AS 46.04.-

2001 and
-*5- CSUB 577(CfcRA)
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®) a regional, master oil and hnzurdous substance
discharge and prevention contxngency plan required by AS 46.04.-
210i [AND]
(6) restore the environment by addressing the effects of an
oil or hazardous substance release\ and

(7) make grants under AS 46.03.072.

+ Sec. 19. AS 46.08.070(c) 1is amended to read:

© The department ahali [MAY! reimburse « municipality or
village for actual expenses f,0THER THAN NORMAL OPERATING EXPENSES,]
incurred in the abatement ofa release or threatened release of oil or
a hazardous substance if
(1) the muuic*. alley or village has entered into an agree-
ment with the commissioner under AS 46.04.020(e) or AS 46.09.020(Ca)i

and

(&) the commissioner determines that the expenses \

appropriate [FOR A NECESSARY EMERGENCY FIRST] response to a release or
threatened release that, at the time of the release or threatened
release, posed an imminent and substantial threat tc the public health
or welfare, or to the environment.
Sec. 20. AS 46.08 1is amended by adding a new section to read:

Sac. 46.0S.072. GRANTS, (@ The department may make grants to
a municipality or a village to enable the municipality or village to
carry out an emergency Tirst response to a release or threatened
release of oil or a hazardous substance that poses an iImminent and
substantial threat to tho public health or welfare or to the environ-
ment. A grant may be uood by the grant ruclpient to pay cost3 in-
curred by tho recipient for the direct efforts associated with tho

containment and clean up of oil or a hazardous i>ubot«nco and related

incidental administrative costs.

CSHH 577(CSRA) ~16-
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(b) Whan An applicant submitc an application for a grant under
this section, the department shall revLaw and accept or reject the
grant application aa promptly as possible to permit the municipality
or village to execute a proper response.

© After consultation with the Department of Community and
Regional Affairs, the department shall adopt regulations to carry out
this section. The regulations must establish

(1) eligibility requirements of applicants;

(2 procedures for review of applications submitted unuer
(&d) of this section so that the department may make the decisions
under (b) of this section;

(3@ standardo for the evaluation of applications; and

(4 other conditions for the receipt of a grant.

(d> Regulations adopted under (c¢) of thia section must include
as a Tactor the applicant’s ability to provide an emergency TFTirst
response if the grant application la not approved.

(e) In reviewing and making a determination about the applica-
tion submitted under this section, the department may not consider
whether the amount to be expended no a grant is an expense recoverable
under AS 46.08.070.

Sec. 21. AS 46.08.900(3) is amended to read*

(©)) "containment and cleanup”™ 1includes the direc

indirect efforts associated with the prevention, abatement, contain-
ment, or removal of oil or a hazardous substance, and the restoration
of the environment; when applied to expenses, the term Includes the
additional coats of providing a reasonable and appropriate function or
service 1incurred In response to the discharge of the oil or hazardous
aubay.ance. including f, AND INCIDENTAL] administrative expenses for
thu Incremental costs of providing the function or servicei

~17- CSHB 577 (C&RA)



1 * Sec. 22. AS 46.03.900 13 amended by adding new paragraphs Co read:

2 (11) “service” noans a function performed or service pro-
3 vided by the state, a municipality, or a village, including functions
4 not previously performed and services not previously provided by the
5 state, the municipality, or the village;

6 (12) "village"

! (A) means a placs in which 25 or more persons reside
8 iIs a social unit that ia not incorporated as a municipality under
9 state law;

10 (©)) does not include a place within a borough
1 relevant power, Tfunction, or service is exercised or provided by
12 the borough on an areawide or nonareawide basis at the time the

13 grant application or request for reimbursement is submitted.

14 * Sec. 23. AS 46.09.060(b) ia amended to read:
5 (b) Authority to contain, clean up, or prevent a release

16 threatened release of oil or of a hazardous substance, and to exercise

11 other powers necessary to implement this chapter, AS 46.04, and
1m| AS 46.08, are granted to municipalities that do not otherwise have
19 chat authority. Except as provided in (a) of this section, a munic-
2 ipality may exercise its police power within the area of Che munic-
;] ipality.

221 * Sac. 24. AS 46.09.900(2) 1is amended to teadr

23 ) "containment and cleanup”™ 1includes the direct and
241 indirect efforts associated with the prevention, abatement, contain-
25 ment, or removal of a hazardous substance, and the restoration of Che
% environmenti when applied to Hxpen9eo, the term includes the addition-
Z al coats of providing a reasonable and appropriate function or servilco
2

Incurred in response to the discharge of the hazardous substance.

29 Including (. AND INCIDENTAL] administrative expausas for the

CSHB 577(C6RA) ~18-
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Incremental coats of providing the function or servicei
* Sec. 25. AS 46.09.900 is aaanded by adding a new paragraph to read:
(@) "service” means a fuactiou performed or service pro-
vided by the state, including functions not previously performed and
services not previously provided by the state.

* Sec. 26. Sections 12 and 13 of this Act are retroactive to March 24,

1989.

* Sec. 27. This Act takes affect immediately under AS 01.10.070(c).

-19- C2HB 577 (C&RA)
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ANALYSIS

The monies roqucstad will fund two full tins positions with
necessary support funds. Ono position will bo a Natural Resource
Manager 1 (pay grade 18). Thia positions will be responsible for
the regulation development noodod to implement this act Including
appeals and the land mediation committee proco3s. This position
will also be responsible for process municipal recertifications of
existing municipalities and the certification of any newly formed
municipal governments that are created after passage of thia act.

The second position will be a Natural Recourse officer 11 (pay
grade 16). This position will be responsible for helping in the
recertification process and processing certifications of any nowly
formed municipal governments that are formed after passage of this
act. This position will also be responsible for the processing,
including the decision writing process for land conveyances and
rejections of land selected by municipal governments.

Travel monies are needed to meet with municipal officials
concerning their land selections and public hearings for regulation
adoption. Contractual and supply funds are needed for normal
office support items,

Page 2 of 4
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! STEVE COWPER. GOVERNOR

UKI»>AHTMKIVT OF NATURAL I1ISOIIUFS 400 WILLOUGHBY AVE.

JUNEAU, ALASKA 00801-1706

PHONE: (007) 405-2400
Of f ICE OF THE COMMISSIONER

April 24, 1990

The Honorable Eileen MacLean
Chair
House Community and

Regional Affairs Committee
P.O. Box V
June iv, AK 99811

Dear P.epresentative MaclLnan:
Subject: CS for HB 588 (C&RA), General Grant Land Selections.

Background: This bill would amend the Municipal Entitlements
Act, AS 29.65. Amendments iIn 1987 greatly expanded both the
amount and type of state-owned land new municipalities could
select. The 1987 amendments also 'capped™ the iIncreases by
imposing a 20-acre-per-resident ceiling. That figure represented
the maximum municipal land grants in the past (thos to the North
Slope and Matanuska-Susitna Boroughs; other municipalities”
entitlements were much lower).

Section 6 of CSHB 588 (C&RA) would further expand new municipali-
ties®™ entitlements by adding the department®s wildlife habitat
classification, which we commonly use for land in the rural areas
of the state, to the definition of selectable land. Section 1
would complete this expansion by deleting the 20-acre-per-person
cap. Together, these changes would increase the Northwest Arctic
Borough®"s entitlement from 133,920 acres under the current law to
about 285,000 acres, Aleutians East Borough®s from approximately
7,600 acres to about 40,000 acres, and Lake and Peninsula
Borough®s from less than 14,000 acres to about 126,500 acres.
(Atka would still have no entitlement because of a lack of state
land; the entitlement of Coffman Cove, the only othr mnew munici-
pality, has not yet been determined.)

Section 3 of the bill would require a recommendation from the
Department of Community and Regional Affairs before the
Department of Natural Resources decides whether to approve a
municipality"s selection of state land. The selection could t»
disapproved only i1f the public interest iIn retaining the land



Representative Eileen MaclLean -2- April 24, 1990

"outweighs™ the municipality®s interest. A decision to
disapprove would be subject to a new appeal process and
regulations under Section 4, with the Department of Community and
Regional Affairs, the Department of Natural Resources, and a
municipal official making the final state land disposal decision.

Section 5 is the original content of HB 588, on which this
department previously expressed its position.

Section 7 would require a recertification of the new municipali-
ties® entitlements and would give municipalities additional time
to file selections.

Position; The Department of Natural Resources opposes the bill.

D Repealing the cap and allowing municipalities to select
wildlife habitat land are both unacceptable. Wildlife
habitat land is essential to retain in state ownership,
because only the state has wildlife management authority.
The Legislature has never delegated this power to Alasl.a"s
municipalities. As for the cap, the administration would
not have supported the 1987 expansion without it. The
proposed changes would grant about 300,000 additional acres
of state-owned land to the three new boroughs without any
showing of need. If the land is worth $400 per acre, the
grant amounts to a transfer of roughly $120 million.

2) Three decades of law and case law make it clear that a “tate
land disposal 1is constitutional only if it is in the public
interest to proceed with it. Section 3 seeks to reverse
this presumption.

<)) It is equally questionable for state land disposal decisions
to be made by a three-member committee, two of whose members
speak for municipal interests, with only one representative
from the department responsible for managing state-owned
land. The iInterests of the state as a whole are unlikely to
be served by such a process.



Representative Eileen MacT.ean -3- April 24, 1990

I am proud of my department®s Zecord in managing Alaska®s
municipal entitlement program and would be happy to present you
with tle full details. We believt that any major changes in the
law at this time would only be disruptive.

Sincerely,

Lenni/"rGorsa
CommiVsioner

cc: Committee Members

Bill Sponsors

Bob Evans, Legislative Liaison
Office of the Governor

Denby Lloyd, Special Staff Assistant
Office of the Governor

Gary Gustafson, Director
Division of Land and Water Management

LG/GG/1In



Alaska State Legislature

House of Representatives
Community & Regional Affairs

April 25, 1990

Honorable Steve Cowper
Office of the Governor
P.O. Box A

Juneau, Alaska 99801

Dear Governor Cowper:

I would like to respond to the Department of Natural
Resources (DNR) position papers on CSHB 588, relating to
municipal land entitlements. The original bill, sponsored
by the House C&RA Committee, prohibited DNR"s ability to
place restrictions on the shape of a parcel of land
selected by a municipality. The CS expands the bill
substantially to explicitly include a review and comment
period by the Department of Community & Regional Affairs
(C&RA), adds an appeal process, and includes certain land
classified as wildlife habitat in the definition of
"vacant, unappropriated and unreserved land” (vuu).

In their April 3rd, letter, DNR states that they do not
support the original legislation because, ™"it would not
serve the state"s iInterests”™ to block public access to

adjacent state land and interfere with land management.

I believe that State Constitution provides that the state"s
best iInterest may best be served by allowing municipalities
to manage and develop their own land. The drafters of the
State Constitution conferred autonomy and broad powers on
municipalities of Alaska throughout the constitution. The
State of Alaska furthers the goal of maximum local
self-government by offering incentives to encourage
municipal incorporations. Since 1962, one of these
incentives has been the ability to select and receive state*
genera] grant land.

There 1is no reason that the state®s interest in protecting

public access could not be granted by securing easements to
municipal land selections, rather than the restrictive four

Koom 128. Capllol iluildinx. P.O. Box V. Junrau. Alaika 99811 (907) 488.3882 or (08.1833



Governor Cowper
page 2

to one policy currently in force. A waiver could bo
granted to provide for a four to one selection, as an
exception to the rule, rather than the rule.

In their April 3rd position paper, DNR also states that
regulations require municipal selections to be 'compact™.
This 1Is based on tho erroneous premise that rural land
development should meet the same standards of compact
development of urban land.

On the contrary, rural land selections, by definition,
should have greater flexibility to meet changing and
diverse needs of sparsely populated communities spread out
over vast areas. Rural selections should not be restricted
by the same guidelines as used for urban selections.

DNR1s report (entitled Municipal General Grant Land
Entitlements, A State-Municipal Partnership) predetermines
that it may not be iIn the best interests of the state that
land in rural Alaska be managed and developed by local
governments because the rural character of the state land
"is often not well suited for development or other
municipal purposes™. Many areas in rural Alaska are in

the very initial stages of development and it is premature
to make broad generalizations about the use or character of
land in rural Alaska. Subsistence is a major influence in
the rural economy and therefore could result in large
selections of land held sacrosanct. It is necessary to
include language to provide fo;* liberal construction of the
law, as provided for in the State Constitution.

In their April 24th position paper on CSHB588, DNR states
that "repealing the 20 acre cap and allowing municipalities
to select wildlife habitat are both unacceptable™.

The per capita limit was established at 20 acres based on
the highest per capita entitlement to any municipality
statewide created by the 1978 amendments to the municipal
entitlement law. It is inferred that the 20 acre cap 1is
the most generous entitlement formula because it represents
the highest per capita entitlement given to any
municipality. (The Mat-Su Borough had an entitlement of
about 20 acres per capita based on the population of the
borough in 1978). While this mav a* first seem a fair
apd_eq, table .justification, it is neither, given the very
broad_range_of values of lands. Urban area lands often
being _worth_three times the rural acreage, a more
equitable distribution of land would be based on a “value”
determination, not a per capita determination which 1is
discriminatory to sparsely populated areas. Since
establishing values of lands is such a difficult, 1if not
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impossible effort in rural selection, it then makes more
sense to rely upon the historical 10 percent of available
land formula.

(Note: had tho Matanuska-Susitna Borough been restricted to
the 20 acre cap based on the population on the date of
incorporation, (which is the way curront law reads), their
entitlement would have been no more than 216,t80 acres, not
the 355,210 acre entitlement they received in 1978).

Furthermore, legislative records for the 1978 legislation
allude to a number of considerations that influenced final
acreage determinations, but little, if no, information is
available which describes the need to limit entitlements to
municipalities using a population cap.

Section 3 of the CS would require a recommendation from
DCRA before DNR decides whether to approve a municipality”s
selection of state land. The selection could be
disapproved only if the public interest in retaining the
land is greater than the municipalities interest. A
decision to disapprove would be subject to a new appeal
process. DNR has also opposed this provision.

It appears that DNR"s opinion of the 'state"s best
interest” is that all land should stay within the
jurisdiction of DNR, except when it can be justified that a
minimal selection should be released for a municipal land
entitlement.

I differ again with DNR, and return to provisions in the
state constitution providing for maximum local self
government.

As for the appeal process, |1 believe it is a necessary and
appropriate section to include. DNR exercises tremendous
discretion in deciding the rules by which justifications
are reviewed for municipal purposes and for evaluations of
these selections for state interest. An appeal section
should be included to insure the public interest is served.

Regarding the inclusion of certain land classified as
wildlife habitat, just because land may be classified under
this category, it should not automatically be excluded from
consideration by municipalities. Granted, there will be
occasions where duplication of interest may conflict,
however, |1 believe that DNR will continue to exercise
substantial discretion and will not easily be overturned if
valid state interests can be shown. The discretion of any
regulatory agency 1is great and, even given the appeal
committee®s existence, could adequately protect state
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concerns, thus there is no reason to restrict the entire
category as a general rule. I feel it is important to note
once again that the amended formula will only address 10%
of state lands, leaving the state with 90%.

In closing, the Department of Community and Regional
Affairs has not provided the committee with what 1 believe
could be very useful and important information. Since DNR
has had the opportunity to express their concerns, |1 would
like to request that DCRA be allowed to freely express
their opinions on this important and vital issue to
municipalities.

Sincerely,

Eileen P. MacLean, Chairman
House Community & Regional Affairs Committee

cc: Lennie Gorsuch, Commissioner, Department of Natural
Resources
Bob Evans, Legislative Liaison, Office of the Governor



STEVE COWPER, GOVERNOR

ITIKPARTMFENT OF NATURAL KHSOUHCEFS 400 WILLOUGHBY AVE.

JUNEAU, ALASKA 99801-1796

PHONE: (907) 465-2400
OFFICE OF THE COMMISSIONER

April 3, 1990

The Honorable Eileen MacLean, Chair

House Community and Regional Affairs Committee
P.O. Box V

Juneau, AK 99811

Dear Representative MaclLean:

Subject: HB 588, General Grant Land Selections for
Municipalities.

Position: The Department of Natural Resources cannot support the
bill. Under the Alaska Constitution, land can be conveyed out of
state ownership only if the conveyance serves the state"s
interests. As it would not serve the state®s interests to convey
long, narrow tracts that could block public access to adjacent
state land and interfere with sound lana management, the
department needs the ability to deny or amend such selections.
Existing law allows the department to fine-tune selection
boundaries to reduce or eliminate such lam management conflicts
and should not be changed.

Background: DNR 1is responsible for deciding whether to convey
tracts of state-owned land to municipalities under AS 29.65 and
other laws. The department is in the final stages of adopting
regulations to implement AS 29.65. Among other things, those
regulations require municipal selections to be ™compact.' This
requirement is similar to that imposed upon the state when we
select land from the federal government. This bill would
prohibit the department from restricting, by regulation or
otqerwise, the shape of land parcels that municipalities can
select.

The de nrtment"s draft regulations were written to implement
legislative policy for the municipal entitlement law, which has
been iIn effect since 1978. When it enacted the new law, the
Legislature stated that one of its goals was to create ™"rational
ownership patterns for sound land management.”™ The size and
shape of land parce. j is an important factor in achieving this
goal. Long, narrow tracts have a very high ratio of boundary
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line to total area. A parcel that is not compact results in
increased surveying costs, boundary disputes, trespass problems,
and right-of-way acquisition expenses. Such a result would be
inconsistent with the purposes of the law.

The department currently uses a four-to-one width-to-depth ratio
as our standard policy during our review of municipal land selec-
tions. Using this ratio has helped to avoid difficult to-manage
remnant ownership patterns and has been accepted by local
governments as a reasonable standard.

Sincerely,

cc: Committee Members
Bill Sponsor
Denby Lloyd, Special Staff Assistant
Office of the Governor
Bob Evans, Legislative Liaison
Office of the Governor
Commissioner David Hoffman
Department of Community and Regional Affairs
Gary Gustafson, Director
Division of Land and Water Management
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 23, 1990
SUBJECT: Sectional Summary of CSHB 588(C&RA
TO: Representative Eileen MacLean
FROM: Tamara Brandt Cook//?"

Director

Division of Legal Services

Here 1is tht sectional summary you requested of the draft
CSHB 588 (C&RA).

Sec. 1¢ Removes the requirement that a municipality incor-
porated after July 1, 1978 not receive a general grant land
entitlement that exceeds 20 acres per resident.

Sec. 2. Existing law grants a municipality 90 days after a
selection is rejected to select additional land in fulfill-
ment of its entitlement. A reference to the appeal process
iIs added so that the 90 day period begins after the final
decision on appeal.

Sec. 3. Before the director of the division of lands acts
on a selection, the Department of Community and Regional
Affairs must review the selection and recommend approval or
disapproval. A selection may be disapproved only upon a
finding that the public interest in retaining state
ownership of the land outweights the municipality®s interest
in obtaining the land.

Sec. 4. A new appeal process is added allowing a municipal-
ity to appeal disapproval of a selection to a municipal land
mediation committee. An adverse decision of the committee
may be appealed to the superior court.

Sec. 5. The commissioner of natural resources is prohibited
trom placing restrictions on the shape of a parcel of land

that may be selected by a municipality.

Sec. 6. The definition of "vacant, unappropriated, unre-
served land"” used to determine both the amount of land and
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the classes of land that a municipality may select is
expanded to include certain land classified as wildlife

habitat.

Sec. 7. The period for making land selections is extended
for those municipalities with entitlements that have not
been fulfilled by July 1, 1991.

Sec. 8. Provisions removing the upper cap on the amount of
acreage that may be selected based on population and expand-
ing the definition of "vacant, unappropriated, unreserved
land” are retroactive to June 2, 1986.

Sec. 9. The retroactive provisions have an immediate effec-
tive date.

Sec. 10. The rest of the bill takes effect July 1, 1991.

TBC:gc
G14/029
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A Population Cap on Acreage
is Not an Equitable Approach
for Municipal Land Entitlements:

Remote land located in the Mat-Su
Borough has about three times the
value of similar land located in the

R f Land Val for Remote Land .
ange ot Land vales Northwest Arctic Borough.

In dollars por acre

$1,200 to $1,500 per acre

1 $350 to $500 per acre

Mat-Su Borough Northwest Arctic
Borough

The Mat-Su Borough land entitlement of 355,210 acres was
processed in 1978. At that time, the Borough population was
17,760 — the land entitlement represented 20 acres pe.
capita. At an average value of $1,350 per acre, this equates
to $27,000 per capita. A similar entitlement in the Northwest
Arctic Borough would equate to $8,500 per capita.

V

Therefore, to receive an equivalent value per capita
for its land entitlement, the Northwest Arctic
Borough would have to receive three times the
acreage per capita compared to the Mat-Su
Borough, or approximately 60 acres per capita.
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CONVEYANCE SUMMARY: UNIFIED HOME RULE MUNICIPALITIES AND BOROUGHS
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INTRODUCTION

Decades of neglect by the federal government, resource exploitation
by corporations and individuals outside Alaska and a lack of
control of their destiny instilled in the fifty-five drafters of
the Alaska Constitution a unique vision of what would become
America®s 49th state. The observations and experiences of the
residents of the territory who were self-reliant and independent
would manifest themselves throughout the constitution. Nowhere are
these concepts more evident than in Article X of the constitution
where the relationship between state government and local
government are unselfishly defined.

SECTION 1. The purpose of this article is to provide for
maximum local self-government with a minimum of local
government units, and to prevent duplication of tax-levying
jurisdictions. A liberal construction shall be given to the
powers of local government units.

SECTION 3. The entire State shall be divided into boroughs,
organized or unorganized. They shall be established iIn a
manner and according to standards provided by law. The
standards shall include population, geography, econonmy,,
transportation, and other factors. Each borough shall embrace
an area and population with common interests to the maximum
degree possible. The legislature shall classify boroughs and
prescribe their powers and functions. Methods by which
boroughs may be organized, incorporated, merged, consolidated,
reclassified, or dissolved shall be prescribed by law.

The delegates having been deprived of the right of self
determination, thoughtfully remembered territorial governance and
conferred autonomy and broad powers on municipalities of Alaska
through the constitution. By offering incentives to encourage
municipal iIncorporations, the State of Alaska furthers the goal of
maximum local seif-government contained iIn Article X.

%
Since 1962, one of these incentives has been receipt of tate
general grant land within the boundaries of the local gover nent
thereby providing a means of creating or expanding a tax bat , a
means to generate revenue through land sales and leases, a ind
base for community expansion and a land base for other put ic
purposes.

In addition to these general grant land entitlements,
municipalities can acquire otherwise unavailable state land under
the public and charitable use statute (AS 38.05.810). Land
acquired under this statute must be used for a public purpose that
is available to the public at large. However, 1if the municipality
receiving the 1land has an outstanding municipal land grant

1



entitlement, the acreage of the conveyance is subtracted from this
balance.

Tide and submerged lands are the last category of state land made
available to cities who were incorporated on or before the date of
statehood. Under rigid guidelines established in the Alaska Land
Act, cities could acquire tidelands adjacent their boundaries.
This provision was codified AS 38.05.320.

BACKGROUND: MUNICIPAL LAND GRANTS

Legislative History

Alaska®s first municipal land entitlement was created in 1962 when
a new section was added to the Alaska Land Act. This section
stated:

Any city of the first class may apply in the manner prescribed
by the director, within five years from the effective date of
this Act, for a conveyance to the city of all surplus state
lands located within the present boundaries of the city.
"Surplus state lands™ means all land owned by the state, which
IS not presently used or which there is no anticipated use
by the state for governmental purposes.

This act, codified AS 38.05.347, although containing scant
procedural guidance, resulted in the conveyance of thousands of
acres of state land to a small number of municipalities throughout
the state. This law was repealed June 21, 1976.

In 1963 the state legislature enacted the '"'Mandatory Borough Act'.
This act was unre’ated to the Alaska Land Act but, 1like AS
38.05.347, created opportunities for municipalities to acquire
state land for their local use. The intent of this act (ch 52, SLA
1963) was "to provide maximum local self-government”™ and caused the
creation of numerous boroughs statewide. These boroughs encompassed
the populated areas of the state. Although boroughs could not opt
out of organizing, some local options existed in the law, such as
final location of the municipal boundaries. The act, additionally,
provided incentives in the form of cash grants and grants of state
land.

Unlike the 1962 act, the '"Mandatory Borough Act"(codified AS
07.10.150) provided a formula for the amount of the state Iland
grant entitlement.

This act provided:

(that) "an organized borough may select 10 per cent of the
vacant, unappropriated, unreserved state lands located within
its boundaries within five years after the date of
availability of state lands in the borough,"
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Tho act al3o provided certain necessary procedural guidance for the
selection, survey and conveyance of these entitlement lands.

Several changes to the law were eventually enacted. In 1970
Chapter 213, SLA 1970 removed the five year selection deadline, and
extended general grant land entitlements to first and second class
cities by adding AS 07.05.040. In 1972 AS 07.10 was renumbered to

AS 29.18.

Fifteen years of disputes between municipalities and the state over
interpretation of the law culminated in the first major amendment
to AS 29.18 in 1978. Some of the more iImportant disputes
illustrate the range of problems faced by the program.

-Land selections 1/ municipalities had no time frames for
adjudication and conveyance. Municipalities felt that the
state deliberately dragged its feet on selections that it
wanted to retain and that after approving selections that the
conveyances were unnecessarily delayed.

-Southeast boroughs believed that ge :ting concurrence of the
land trust boards for conveyance of university, mental health
and school trust lands was an unduly cumbersome process.

-The North Slope Borough had selected resource management and
industrial lands at Prudoe Bay which were rejected 1iIn the
state™s interests.

-When municipalities selected agricultural lands they received
only the agricultural interest. These lands often were more
valuable for subdivisions and other uses than as agricultural
land and municipalities wanted more than just the agricultural
interest.

-Municipal land selections occurred on an ad hoc basis, often
before the state could evaluate resources and perform its
mandated land planning functions.

-Contention by the North Slope Borough that they have an
absolute right to select 10 percent of the state land within
their boundaries, irrespective the land classification.

Features of the new law were:

1) Unified home rule municipalities and all boroughs were
granted acreage specific entitlements;

2) "vacant, unappropriated, unreserved” (VW) Iland was now
statutorily defined based on a two part test: 1) the grant type
under which the state acquired the land from the federal government
and 2) the state"s land classification system;



3 General grant land entitlements were limited to general
grant land that the state acquired under sections 6(a) and 6(b) of
the Statehood Act;

) Entitlements were fixed as of July 1, 1978, based on the
state®"s VUU land base on that date;

5 Entitlements were extended to municipalities incorporated
after July 1, 1978, and a method of computing these entitlements
was established;

6) Entitlements became vestedproperty rights and could be
fulfilled at any time before two yearsafterthe state®"s right to
select federal 1land under 6(a) or 6(b) of the Statehood Act
expired;

7) Selections must be approved or disapproved within nine
months of selection and further patent issuance must occur within
three months of survey plat approval;

8 Municipalities with an entitlement of less than one and
one-half acre per capita could select vacant school, university or
mental health trust lands;

9) Deficiency payments were established for municipalities
whose entitlment land base.; were unsuitable for residential,
commercial or industrial purposes;

10) Authority for land exchanges between municipalities and
the state when i1n the public inter”™-t was established;

11) Municipalities iIn litigc. n with the state over general
grant land entitlements had to elect to benefit under the new law
or receive the fruits of the litigation, but not both; and;

12) A comprehensive and detailed definitions section was
added.

For the first time, a detailed and clear law existed, specifying
important policies and procedures, under which general grant land
entitlements would be administered.

In 1979,*AS 29.18 was amended so that entitlements could no longer
be fulfilled by selections filed up to two years after the state"s
selection rights with the federal government expired, but now must
be made prior to October 1, 1980.

In 1981, to ensure that all entitlements were fulfilled, amendments
gave municipalities 90 days to re-select new land upon rejection
of a previous selection. This was necessary because iIn law a
selection deadline had been established.

In 1985 university trust land was removed from the group of lands
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available to a municipality with a per capita entitlement of less
than one and one-half acres. This resulted from successful
litigation by the University Board of Regents against the state
over management of its land trust corpus.

In 1985 AS 29.18.201 - 29.18.205 were repealed effective January
1, 1986. These sections were the major provisions of the general
grant land entitlement law. They were, however, replaced with the
same provisions that were renumbered AS 29.65.010 - 29.65.140.

In 1987 the most recent amendments to the law occurred. The major
provisions of the new law are:

1) Expands general grant entitlements to capture all state
VUU land within the municipal boundaries between September 16, 1970
and January 1, 1988;

2) Bases entitlements of cities and boroughs incorporated
after July 1, 1978, on the maximum amount of VUU land within their
boundaries between iIncorporation and two years thereafter;

K)) Establishes upper 1limit of entitlements to newly
incorporated municipalities not to exceed 20 acres per capita based
on the population of the municipality on the date of incorporation;

4) Extends selection deadline of boroughs and unified home
rule municipalities listed in AS 29.65.010 to October 1, 1990.

5) Invalidates all selections of school or mental health
trust lands occurring after October 4, 1985 the date of the mental
health land trust litigation decision;

6) Prohibits a municipality from trading entitlement land for
federal subsurface rights or any interest in the Arctic National
Wildlife Refrge;

7) Categorizes material and public recreation classified land
as VUU; .,

8 Categorizes resource management classified land as VUU if
the classification occurred on or after September 1, 1983;

9 Specifies that the new entitlement for the Northwest
Arctic Borough is a partial entitlement. Additional entitlement
for the Northwest Arctic Borough and municipalities incorporating
after the Northwest Arctic Borough depends upon the governor’s
recommendation to the legislature, after completion of the
Northwest Area Plan, for additional entitlement consistent with his
general grant land entitlement policy.

10) Reinstates the 89,850 acre entitlement to the North Slope



A brief discussion of Alaska®"s statehood land grant entitlement
will help focus the parallel municipal general grant Iland
entitlements. The Alaska Statehood Act granted land entitlements
to the state under sections 6(a) and 6(b) totaling 1C3,350,000
acres to be selected from the federal public domain. In 1962, when
the state enacted the first municipal entitlement law, less than
eight million acres of the statehood entitlement had been received
from the federal government. There were less than 40
municipalities in the state at that time. Up until the 1978 Ilaw,
a municipality was entitled to select 10% of the VUU land within
the municipality without a date final for TfTulfilling that
entitlement. This appears to have been intended as an ongoing
process so that as the state received more of its entitlement, the
municipality could continue to select 10% of that which was VUU.

The 1978 law, Tfor the Tfirst time established date certain time
lines. The pool of land from which to compute the 10% of VUU
entitlement was limited to land within the municipal boundaries
between the first date of eligibility for each municipality
(September 16, 1970, or date of incorporation which ever came
later) and July 1, 1978. The deadline for selection was, however,
set two years after expiration of the state®s selection rights from
the federal public domain. The state®s selection deadline was 25
years from statehood (1984). The Alaska National Interest Lands
Conservation Act (ANILCA) extended this by ten years to 1994.

In 1978 the state had received about 35 million acres of its
entitlement. The 1978 city certifications resulted iIn an.
allocation of 7,727 acres to 19 qualifying cities and 861,608 acres*
to 11 unified home rule municipalities and boroughs. A total of
869,335 acres of state land were granted to municipalities under
the 1978 law.

Entitlement acreages for unified home rule municipalities and
boroughs contained in AS 29.18.201, as amended in 1978, did not
always represent Tfulfillable entitlements. When the state
legislature was considering provisions to be incorporated into the
AS 29.18 amendments, they established acreage entitlements for each
of the unified home rule municipalities and boroughs based on a
complicated scheme that considered population, areal extent and
availability of state land within the municipal boundaries. The
Municipality of Anchorage and the Kodiak Island Borough had
considerably less state VUU land within their boundaries than was
needed to meet the statutory entitlement.

The Municipality of Anchorage received $4,000,000 as deficiency
payment under AS 29.18.208 for 4,000 acres of entitlement land and
in 1985 entered iInto an agreement with the state to zero out a yet
unfulfillable entitlement with 4,628 designhated acres of state land
within the municipal boundaries. Prior to the agreement, 20,671
acres of land had been approved or patented to the municipality.
Under the settlement Anchorage can also receive up to 1,000 acres
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of National Forest Community Grant land at Girdwood if land is ever
conveyed to tho 3tate.

The Kodiak Island Borough likewise entered into an agreement with
the state to zero out its entitlement with 48,700 designated acres
of state land within their boundaries. As part of the agreement
the borough would return to the state 3,069 acres of the 13,960
acres of land that had been patented or approved for patent prior
to the agreement. The borough would also receive up to 17,800
acres of land under selection by ANCSA corporations if the land was
ever available to the state.

The amount of additional state land granted to cities by the 1987
amendments is 11,892.3 acres. The state had about 80 million acres
of its entitlement iIn 1987. The major affect of the new law,
however, 1is re-establishing a 1978, 89,850 acre entitlement to the
North Slope Borough and increasing the 13,000 acre entitlement
certified under the old statute to the new Northwest Arctic Borough
to 133,920 acres. In round figures about 236,000 acres of state
VUU land will be conveyed to two boroughs and nine cities under the
1987 law.

vuu Land Definitions History

Between 1963 and 1978, municipal entitlement selections were
limited to "vacant, unappropriated, unreserved land”. It appears,
by extension of application, that state administrators conceptually
adopted the similar guidelines used by federal administrators when
statehood lani selections were being adjudicated. Neither
statutory nor policy definitions existed for VUU land and as a
result municipalities and the state disagreed about whether
specific parcels of land were VUU.

In 1978, the amended law adopted specific definitions for VUU land.
Following were the limitations placed on this definition:

1) %and must be Statehood Act section 6(a) or 6(b) land that
has been patented or tentatively approved to the state and excludes
the mineral estate;

2) Land cannot have been set aside by statute for one or more
particular uses or purposes;

3 Land must be unclassified or if classified is classified
agricultural, grazing, commercial, industrial, private
recreational, residential, utility or open-to-entry.

The definition of VUU land specifically excluded minerals citing
section 6(1) of the Statehood Act. Section 6(i) was incorporated
into the Alaska Land Act as AS 38.05.125.
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disputes between the state and municipalities. All of the
classifications that are defined VUU are categories which the
state was already allowed to dispose of by law. In 1983 the
state"s land classification regulations were changed so that
commercial, industrial, open-to-entry, private recreation,
residential and utility classifications were subsumed by a new
"settlement* classification. The effect was that unclassified

land, settlement land, grazing land and the agricultural interest
in agricultural land were available to municipalities for
fulfillment of entitlement.

In 1987 three additional categories were added to the list of VUU
classifications: D material; 2) public recreation; D
resource management if classified as such on or after September 1,
1983.

1978 Entitlement Status

On July 1, 1978, there were 139 cities incorporated under state
law. Certifications of entitlement under ch 180, SLA 1978,
resulted in 19 cities receiving entitlements totalling 7,727 acres.

In 1978 the legislature redesignated university and mental health
trust land state general grant land (Chap 182, SLA 1978). Based
on what they believed to be representations by DNR that these lands
would now be, not only general grant land, but also VUU available
for entitlement computation as well as available for fulfillment
of entitlement. Three cities iIn Southeast Alaska certified as
"zero entitlement” believed that the department erred in the
certifications because redesignated mental health trust land as
general land statewide was not iIncluded as part of the land base
within theilr corporate boundaries for the certification process.
Petersburg filed suit in State Superior Court (1JU-78-1109 civ) and
Kupreanof and Wrangell administratively appealed their zero
entitlement certifications. The state reached an agreement with
Petersburg and granted 10% of the mental health lands within their
boundaries to the city. This amounted to 461.27 acres of land.
The conveyances were under the authority of AS38.05.315(a)
[renumbered AS 38.05.810].

As resolution of the other two appeals, the department extended the
terms of the Petersburg settlement. Kupreanof received 180.82
acres of mental health land and Wrangell received 310 acres of
mental health land.

Although all land selections for municipalities with entitlements
from the 1978 law are in place, somewhat less than half of the land
has been patented to them. The state cannot convey land to a
municipality until the federal government has patented the land to
the state. However, all 1978 municipal selections have, with few
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exceptions, beon approved or rejected. When the state approves a
ejolection, che Municipality assumes management responsibility as
if it owned the .and. By statute municipalities can create third
party interests on approved selections prior to patent with the
approval of the director. The director generally confers broad
management authority to a municipality on an approved selection
unless there 13 an overriding public interest requiring continued
involvement by the state.

1988 Entitlement Certification Results

Between the 1978 round of certifications and the 1987 amendments
to AS 29.65, eight cities Iincorporated under state law. Only
Thorne Bay had state general grant land within its boundaries that
was VUU and in 1982 their entitlement was established at 612 acres.
This was in error and was corrected to the proper figure of 675
acres iIn the 1988 certification.

Three other cities received land from the state during the period
July 1, 1978, to January 1, 1988. Tenakee Springs had entered into
an agreement in 1977 with Alaska Lumber and Pulp Company (AL&P) and
the Department of Natural Resources. The purpose of the agreement
was to "permit the proposed operations [AL&P timber contract with*
the USFS on Chichagof Island] to proceed in a climate of consensus
and cooperation”. The state"s obligation in the agreement was:

"The state will convey to the City title to any selected lands
conveyed to the State by the Bureau of Land Management, except
that the State may retain title to those sites necessary for
present or anticipated essential public purposes. The State
will convey to the City all tidelands and submerged lands
within or subjacent to the Sunny Cove dump, and will
expeditiously consider the City"s application for conveyance
of other tidelands and submerged lands adjacentto any
selected lands conveyed to the State by the Bureau of Land
Management."

The stat"e"s part of the agreement was not carried out and in 1980
Tenakee Springs fTiled suit against the state iIn State Superior
Court (1JU-80-1666). An out of court settlement resulted iIn a
split of the state lands within the city boundaries, granting the
city 2,958 acres and leaving in state ownership 1,027 acres.

Whittier sought and received a legislative grant of state land.
Under chap 73, SLA 1984 Whittier received 600 acres of state
general grant land within its boundaries.

Pelican sought and received a legislative grant of 8.863 acres of
state land under Ch 53, fLA 1S85.
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new or enhanced entitlements to nine cities of the 147 cities 1in
existence on January 1, 1988. Kupreanof, Petersburg, Pelican,
Tenakee Springs, Whittier and Wrangell each had state general grant
land within their boundaries that were VUU. The previous
agreements, settlements and legislation, however, resulted in the
entitlements being certified at zero acres. The conveyances to
Kupreanof,Petersburg and Wrangell were done under the authority of
AS 38.05.8.0 and as provided in AS 29.65 if a municipality with
an entitlement 1is conveyed land under .810 it may be charged
against the entitlement. Wrangell administratively appealed this
certification because the amount of land that they received in 1978
was less chan 10% of the VUU land that was available for the 1988
certification. The director reconsidered the facts and agreed with
the city of Wrangell that their entitlement should be the full 10
percent of the VUU land within the city boundaries.

BACKGROUND: TIDELAND CONVEYANCES TO MUNICIPALITIES

Legislative History

In addition to the general grant land entitlements, qualified
cities within Alaska have been conveyed tide and submerged land.
To understand the purpose of these conveyances of public trust land
it Is necessary to review federal mandates for management of tide
and submerged land prior to Alaska®s admission into the Union.

By act of Congress, on May 17, 1884, Alaska was established as a*
judicial district with a governor and district court system. The
general law of Oregon was applied to the district under this act.

On May 14, 1898, Congress passed an act extending the homestead
laws to the District of Alaska and providing for right of way for
railroads within the district. The act declared that ™"all such
rights to [tide lands and beds of any navigable waters] shall
continue to be held by the United States in trust for the people
of any state or states which may hereafter be erected out of said
District [Alaska].”

The Organic Act, approved by Congress August 24, 1912, created the
Territory of Alaska and granted the new territory legislative
powers through an elected legislative assembly. The Organic Act
further extended the Constitution of the United States and all "aws
not locally inapplicable, to the Territory of Alaska.

Thus territorial tidelands constituted a federal trust early in
Alaska®s history and as such could not be disposed of through lease
or sale. Additionally, permanent Improvements were not authorized
to be constructed upon tide and submerged land.

The importance of 1improved tidelands to the vitality of the

territory"s economy and the health of its people 1is readily
apparent. It was a territory whose economy, mobility and

10
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recreation were intimately tied to the sea. Log transfer
facilities, seafood processors, municipal docks, private boat ways
and even residences were partially or wholly constructed on
tidelands with no method for individuals or businesses to acquire
proper authorization for use. The need for these activities was
readily recognized by the federal managers. However, the mechanism
for authorizing such use was non-existent.

In full recognition of these shortcomings, Congress enacted a law
on September 7, 1957 (P.L. 85-303), that conveyed tidelands
adjacent surveyed townsites to the territory. The conveyance was
for tidelands and all improvements and natural resources between
the line of mean high tide and the pierhead line. The pierhead
line was defined as a "line parallel to the existing line of mean
low tide at such distance offshore from the line of mean low tide
that encompasses to the landward all stationary, raanmade structures
in existence as of February 1, 1957". Under this law acceptance
by the Secretary of Interior of newtownsite surveys effected
conveyances of attendant tidelands to the territory.

The act authorized the territory to manage and dispose of any tract
of tidelands acquired under the act for municipal, business,

residential or other beneficial purposes. A tidelands occupant or
the occupant®s successor 1In interest had a preference right to-
acquire an improved tract if a disposal occurred. These improved
tracts could be conveyed to the 1incorporated town or school

district. However, if this occurred, the town or school district
must accord any occupant a preference right in any disposals

contemplated in the future.

The Army Corps of Engineers was given the authority to establish
pierhead lines for all surveyed townsites to enable conveyances to
the territory. This process was iInitiated soon after passage of
the act. Alaska®s statehood interrupted this process with the
conveyance of all tide and submerged land under section 6(m) of the
statehood act to the new state.

The Alaska Legislature incorporated specific language in the Alaska
Land Act*to recognize and implement the provisions of the September
7, 1957, federal law. The provisions were soon codified AS
38.05.320(b).

The Alaska Land Act (ch 169,SLA 1959) section 5(c) enabled the
conveyances of tidelands to municipal corporations.. Qualifications
in the act were:

1) The corporation must have been incorporated on or before
January 3, 1959;

2) Tidelands subject to conveyance lay between the mean high
tide line and the pierhead Uline, the harbor Qline or 1iIn their

n



absence, a line subject to the approval of the director;

3) The corporation had to prepare a plat of the area conveyed
showing all structures and improvements thereon and each tract that
was occupied or developed with the owner or claimant noted; and,

4) The corporation had to recognize preference rights for
occupied and developed tracts.

The tidelands conveyances to municipal corporations were mandatory
and gave the department few discretionary powers over the process.

An amendment to AS 38.05.320(b) occurred in 1964 (ch 81, SLA 1964)
when "municipal corporation”™ was changed to "(h)orae rule cities and
cities of the first class.” These cities had to have been
incorporated on or before April 1, 1964, in order to qualify.

Another amendment to AS 38.05, although unrelated to AS
38.05.320(b), did provide for another type of tidelands conveyance
to municipalities. Chapter 108, SLA 1974 (codified AS 38.05.323)
allowed home rule and general law municipalities to apply for
tidelands between mean high tide and mean low tide adjacent public*
recreation area facilities if the facility was developed under the
terms of P.L. 507 (70 Stat. 130) and it was conveyed from the state
to the municipality.

Under AS 38.05.320(b) 25,224.3 acres of tidelands were conveyed to
28 cities from Barrow to Saxman. Apparently no tidelands have been
conveyed under AS 38.05.323.

GENERAL GRANT LAND ENTITLEMENT DISCUSSION

There are three categories of general grant land entitlements under
AS 29.65;

1) = A specified statutory entitlement ((AS 29.65.010) for
unified home rule municipalities and organized boroughs;

2) 10% of the maximum total acreage of vacant,
unappropriated, unreserved (VUW) land within the boundaries between
September 16, 1970 and January 1, 1988 for cities incorporated as
of July 1, 1978 (AS 29.65.020); and

3 10% of the maximum total acreage of VUU land within the
boundaries between date of iIncorporation and two years after that
date for cities iIncorporated after July 1, 1978 (AS 29.65.030).

The governor®s general grant land entitlement policy required by
Section 11, Chapter, 34 SLA 1987 only affects the Northwest Arctic
Borough and other municipalities iIncorporated after formation of
the Northwest Arctic Borough (incorporated June 2, 1986). Thus,
only general grant land entitlements pursuant to AS 29.65.030 for

12



Mun»"ipal General Grant Land Entitlements
January 1990

municipalities iIncorporated onor after June 2, 1986 will be
affected by this policy document.

Section 2 ch 34 SLA 1987 significantly amended AS 29.65.030 by
adding a new upper entitlement limit based on municipal population
on the date of 1iIncorporation. This limit was imposed to help

dissuade formation of municipalities for the sole purpose of
obtaining Hlarge general grant land entitlements from the state.
Since all densely populated areas of the state are presently
incorporated, newly incorporated areas will generally be rural in
character. State land within these areas is often not well suited
for development or other municipal purposes. Creating large
entitlements to be fulfilled from the state®"s rural land base may
not be iIn the state"s Iinterests.

The per capita limit was established at 20 acres based on the
highest per capita entitlement to any municipality statewide
created by the 1978 amendments to the municipal entitlement law.
The Matanuska-Susitna Borough has an entitlement of 355,210 acres
which is about 20 acres per capita based on the population of the
borough in 1978.

From 1inception, the municipal entitlement law has undergone a
gradual philosophical broadening of purpose. Where the early”
versions of the law were focused on making land available that was
suitable for development for residential, commercial or industrial
use, the most recent version of the law shifts to include public
purpose land. This shift occurs through 1inclusion of public
recreation classified land in the categories of land available to
municipalities.

PURPOSES FOR GENERAL GRANT LAND ENTTTLEMENTS

The central theme of municipal entitlements today 1is to provide
land to municipal corporations for the purposes of:

1) vSiting public facilities/aiding community expansion;

2) Providing a means of revenue production through sales or
lease which also expands the municipal tax base; and;

3 Providing local public recreation opportunities.

The provisions of Alaska Native Claims Settlement Act (ANCSA)
defeated state®s title to selected and tentatively approved land
within the vicinity of ANCSA village corporations. This results
in extremely limited or totally absent state land bases in or near
ANCSA cities (population centers) for a new borough to realize the
first two purposes. The provisions of ANCSA 14(c)(3) do however,
compensate for this shortcoming by requiring that an ANCSA village

13
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corporation. This provision includes title to the remaining
surface estate of the improved land and as much additional land as
Is necessary for community expansion, and appropriate rights-of-way
for public use, and other foreseeable community needs.

The results of AS 29.65 and ANC5A mU3t be viewed together. IT the
land available under these two laws 1is insufficient to fulfill
municipal land entitlement purposes, and other state Iland
unavailable under AS 29.65 will meet the needs, then the
municipality may make a written request, including justification,
to the Department of Natural Resources for the specific additional
land which 1increases their entitlement.

SUMMARY

The State of Alaska iIn furtherance of the goal of maximun local
government committed in 1978 7,727 acres of state land to 19 cities
and another 861,608 acres to 11 unified home rule municipalities
and boroughs. wWith few exceptions land selections have been
approved and the municipalities actively manage this land base of
nearly 870,000 acres.

New incorporations after 1978 resulted in another 14,000 acres of
entitlement to one city and one borough.

The 1987 amendments to AS 29.65 created new entitlements for two
cities totalling over 1200 acres, reestablished an 89,850 acre
entitlement for a borough and expanded entitlements for seven-
cities and one borough for over 130,000 new acres.

Over 1,000,000 acres of state land have been committed under AS
29.65 to 41 municipalities statewide for Jlocal use. This
represents nearly one percent of Alaska®"s statehood entitlement.

The state has patented nearly 430,000 acres of uplands to 48
municipalities since statehood and 25,000 acres of tidelands to 23
cities.

As the current trend toward more borough incorporations continues,
general grant land entitlements promise to play a role in the
viability of the new municipalities in a difficult economic
environment.
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MUNICIPAL ENTITLEMENT CERTIFICATION SUMMARY

City
Anderson
;Bethel
Cordova
Delta Junction
|Di||ingham
|Fairbanks
Homer
Hoonah
Houston
Kenai
Ketchikan
Kodiak
Kupreanof
North Pole
Ouzinkie
Pelican
Petersburg
Port Alexander
Port Lions
Seward
Skagway
Soldotna
Tenakee Springs
Thome Bay
Valdez
Whittier
Wrangell
Yakutat

TOTALS

TABLE 1

1978

Entitlement
0.0
40.0
235.0
400.0
1.0
15.0
16.0
15.0
405.0
307.0
0.5
32.0
0.0
0.5
240.0
0.0
0.0
0.0
35.0
562.0
500.0
14.0
0.0
0.0
4,805.0
0.0
0.0
104.0
7,727.0

Other

Entitlement
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
180.8
0.0
0.0
8.9
461.3
0.0
0.0
0.0
0.0
0.0
2,958.0
612.0
0.0
600.0
310.0
0.0
5,131.0

Entitlement

1988 New Acres Under
Ch34,SLA 1987
1,182.0 1,182.0
0.0
0.0
481.8 81.8
0.0
0.0
0.0
0.0
0.0
0.0
4.0 35,
0.0
0.0
0.0
0.0
0.0
0.0
53.0 53.0
0.0
565.0 3.0
7,977.0 7,477.0
0.0
0.0
675.0 63.0
7,593.0 2,788.0
0.0
551.0 241.0
0.0

19,081.8 11,892.3



CONVEYANCE SUMMARY: CITIES

City or Borough

Amak
Barrow
Bethel
Cordova
Craig
Delta Junction
Dillingham
Fairbanka
Fort Yukon
Hainea
Homer
Hoonah
Houaton
Hydabutg
Fake
Kaaaan
Kenal
Ketchikan
King Cove
Klawock
Kodiak
Kotzebue
Kupreanof
McGrath
Nenana
Nome
North Pole
Palmer
Pelican
Petersburg
Sand Point
Saxman
Seldovia
Seward
Shungnak
Skagway
Sddotna
Tenakee Springe
Thorne Bay
Unalaaka
Valdez
Wearlie
Wrangell
Yakutat

TABLE 3

CONVEYANCES BY AUTHORITY

Incorp
May-72
Jan-69
Jan-57
Jan-09
Jan-22
Oac-00
Jan-03
Jan-03
Fab-59
Jan-10
Jan-04
Jun-aa
Jan-00
Oct-27
Nov-52
Fab-70
May-00
Jan-00
Jan-47
Jan-29
Jan-40
Mar-73
Aug-75
Jun-75
Jan-21
Jan-01
Jan-53
Jan-51
Jan-43
Jan-10
Oct-00
Sap-29
May-45
Jan-12
Mar-70
Jan-00
Jan-07
Oct-71
Aug-02
Jan-42
Jan-01
Jan-74
Jan-03
Jan-40

TOTALS

.347 AS 07 AS 29

82.1 5.0

0.5

340.3

0.5

20.0

105.5
418.8

3.594.7 355.3

281.0 12

180.8

231.1

493.1

122.1
111.0

2402
4.420.2
18.5

123.0

4.063.3 0.0 7.092.1

.810
24.0

317.0

18.2
40.0
10.7
90.1

0.4
175.0
1.2

154

135

10.7
3.5
4.9

314.7
2.3

21.0
49.1
0.0

391.5

1291
284.7
31.2

.320 Legislative Other

8700

321.7
73.0

100.1
0.831.1
201.4

175.0
218.3

2.752.1
109.7
178.1
2725
219.0
392.8

5.717.0

00.1

449.5

53.0

118.0

1.077.3

1935

302

1.304 0

1444
244.3

1,970.3 22,843.4

42.4

0.3

292.8

14

1.9

7.7
35.0
42.1

8.0
12.4

003
204 4

93
345

39 744.91






April 26, 1990

Testimony of Charles Bettisworth, Chairman
Local Boundary Commission

To: House Standing Committee on Community and
Regional Affairs
Chairman Eileen MacLean

I"d Qlike to first thank you for the opportunity to provide
my comments regarding Senate Bill 11 "An Act Authorizing Compen-
sation for Members of the Local Boundary Commission™.

The Commission supports this legislation for the Tfollowing
reasons:

The duties and responsibilities of the Commission have in-
creased since the creation of the Local Boundary Commission 33
years ago. At that time, there were only 30 Municipal govern-
ments iIn the State and today there are 163 Boroughs and Cities.

The Commission, at the time of i1ts creation, met a few times
a year. Presently, we meet 15-20 times a year - often in remote
communities under hazardous weather conditions.

The additional number of meetings do not account for the

additional demands placed upon the Commission. Procedures which
were simple years ago have become increasingly complex. With
revisions adopted last year, Local Boundary Commission regula-
tions make up more than 50 pages of the State code. Actions

which used to be processed in 60 days, now may take as long as 9
months.

All of this means that substantially more time is required
for Local Boundary Commission members to appropriately act on
issues before it.

As an example of the iIncreased workload which the Commission
iIs currently enduring, we have recently completed evaluations of
the various petitions for incorporation of the region north of
Matanuska-Susitna and south of Fairbanks North Star Borough
(Matanuska-Susitna Borough Annexation petition, Denali Borough
Incorporation Petition, and the Valley®s Borough Incorporation
Petition). The Commission reviewed over 700 pages of documents.
These documents included the original petitions, the Departmental
reports and draft reports and hearing supplements. Additional-
ly, the Commission held 6 sets of hearings in 6 communities over
the period of four days. Finally, on a separate weekend, con-
ducted a decisional meeting iIn Healy. We are looking at similar
levels of activity for petitions submitted by the Fairbanks North
Star Borough and the City and Borough of Juneau, all of which
require action this year.

PoaMt *brand fax transmittal memo 7671
fioiw
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The Local Boundary Commission is a quasi-judicial commis-

sion. The 1issues before i1t are often cont-rovercial, over the
years the decisions of the Commission have been challenged in
court. Ac an example, the Alaska Supreme Court has rendered 9
decisions regarding the actions of the Commission. It is incum-

bent upon the Commission to act with care and thoroughness.

The Local Boundary Commission, along with the University of
Alaska Board of Regents, is the only constitutionally-mandated

State commission. Our duties and responsibilities are commensu-
rate with thoee of many of the other State boards and commission
which are compensated. It seems only appropriate that the Local

Boundary Commission be compensated.

Finally, the impact of this bill isminimal. The current
fiscal note attached provides for $150/day per member for an
estimated 25 meetings a year, equaling *18,750 annual appropria-
tion.

We very stronly urge you to approveSenate Bill 11 and we
thank you for your consideration.

Charles Bettisworth
Chai rman



testimony to C&RA Committee
subject hb# 588
from Lamar J. Cotten Borough Administrator Aleutians East Borough

and member Local Boundary Commission

Che following are some general comments concerning the bill
and i1ts implications to the AE Borough and future incorporation

activities.

1. overall intent is good. The state, policy toward municipal
land entitlement needs to re-rfocus from an urban orientation
to a rural one.

2. The policy must be consistent with the state policy co
provide valid incentives for areas co incorporate.

3. the bill addresses the inconsistent issue value differencials
between the urban borough and the new rural ones(aeb, nwab andl&pb)
and future rural ones inwhich value of land is subscanially

less iIn the rural regions.

4_.The policy of the 20acre cap per capita compounds the inequity
since it futher reduces the total selection amounc for rural
boroughs. The aeb is good example. Ac the time of incorporation
there were 2091 residents iIn the borough which meant , in theory,
at least that we would receive about 40,000+/- acres. However,
based on informal comments from the department the accual amounc
would be closer to 4,000 acres depending on the different types
of classification of lands. My understanding of bill would mean
aeb would obtain about 47,000=/- acres. Fre T

5. In light of the limited acreage available,poor locations and
few selections near existing communities, 1 feel that the bill
attempt to address some i1f disadvantage that the borough fines
itself in with regard to land selections.

6.Considering the revenue options which rural alaska will face in
the 1990°s andbeyond land may be one of its key assets to operate
a small government..

7. Land in of itself is not a motivation to incorporate. What
-.gppears to draw people co at least review the matter 1is

(a decline of state dollars b) political power c) tool to deal
with developmentd) more efficient method to provide some services.
8.Current situation is not an incentive to Incorporate.

end of testimony thank you--
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6-2380E m
Cook

A/24/90

Original sponsor(s): C&RA Committee

IN THE HOUSE BY THE C&RA COMMITTEE

CS FOR HOUSE BILL NO. 588 (C&PA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to general grant land selections;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.65.030(a) is amended to read:

(@ The general grant land entitlement of a municipality incor-
porated after July 1, 1978, that does not qualify for an entitlement
under AS 29.65.010 or 29.65.020 1is 10 percent of the maximum total
acreage of vacant, unappropriated, unreserved land within the bound-
aries Jf the municipality between the date of its incorporation and
two years after that date. [HOWEVER, A MUNICIPALITY MAY NOT RECEIVE
AN ENTITLEMENT UNDER THIS SUBSECTION THAT EXCEEDS 20 ACRES PER PERSON
RESIDING IN THE MUNICIPALITY ON THE DATE OF ITS INCORPORATION. FOR
PURPOSES OF THIS SECTION THE POPULATION OF A MUNICIPALITY SHALL BE
DETERMINED BY THE DEPARTMENT IN ACCORDANCE WITH AS 29.60.020 AND
29.60. 150.]

* Sec. 2. AS 29.65.040(c) 1is amended to read:

© Land may be selected or nominated for selection by a munici
pality to satisfy a general grant Iland entitlement under former
AS 29.18.201 and 29.18.202 at any time before October 1, 1980. Land
may be selected or nominated for selection by a municipality to satis-
fy a general grant land entitlement under AS 29.65.010 at any time
before October 1, 1990. However, if a municipal selection or nomina-
tion or a part of a municipal selection or nomination is rejected by

the director, the municipality may, not Jlater than 90 days after

-1- CSHB 588 (C&RAT
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receipt of the rejection or Ffinal decision on an appeal Tfiled under
AS 29.65.050(d), select additional state land as necessary to satisfy
its entitlement.

Sec. 3. AS 29.65.050(c) 1is amended to read:

(c) The director shall approve or disapprove each selection for
patent within nine months of its selection by a municipality. Before
a decision is issued the Department of Community and Regional Affairs
shall review the selection and recommend approval or disapproval of
it. The director may disapprove a selection only upon a finding that
the public interest iIn retaining state ownership of the land outweighs
the municipality®s interest in obtaining the land. A [, AND A) patent
shall be issued to the municipality for land selected in satisfaction
of a general grant land entitlement vested under AS 29.65.010 - 29.-
65.030 within three months after approval by the director of a plat of
survey.

Sec. 4. AS 29.65.050 is amended by adding a new subsection to read:

(d) Before disapproving a selection the director shall notify
the municipality iIn writing of the decision and set out reasons for
it. The municipality may submit a written response within 30 days
after receipt of the notice. Within 30 days after the period for
responding has expired, the director shall affirm, modify, or reverse
the decision and supply the municipality with written notice of that
action. IT tbe selection 1is disapproved, the municipality may TFfile
notice of an appeal with the director. The appeal shall be heard
under procedures adopted by regulation of the Department of Natural
Resources by a municipal land mediation committee composed of a person
appointed by the commissioner of natural resources, a person appointed
by the commissioner of community and regional affairs, and an elected

municipal official appointed by the governor. A decision on the

CSHB 588 (C&RA) —2-
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appeal shall be submitted to the municipality iIn writing within 30

days after the notice of appeal was filed with the director. A munic-

ipality may appeal an adverse decision of the municipal land mediation

committee to the superior court under AS 44.62.560 - 44.62.570.

* Sec. 5. AS 29.65.070 is amended by adding a new subsection to read:

(d The commissioner may not, through regulations or otherwise,

place restrictions on the shape of a parcel of land that may be

selected by a municipality.

* Sec. 6. AS 29.65.130(10) 1is amended to read:

(10) "vacant, unappropriated, unreserved land™ means general
grant land as defined in (3 of this section, excluding minerals as
required by sec. 6(i) of the Alaska Statehood Act, that

(A) has not been set aside by statute for one or more
particular uses or purposes;

(B) has not been approved for patent to a municipality
under this chapter or former AS 29.18.190 and 29.18.200;

(© is unclassified or, if classified under AS 38.05.-
300, isclassified for agricultural, grazing, material, public
recreation, wildlife habitat other than critical wildlife habi-
tat , or settlement purposes, or is classified iIn accordance with
an agreement between a municipality and the state providing for
state management of land of the municipality; or

(®) was classified no earlier than September 1, 1983,
as resource management and is still classified as resource man-
agement under AS 38.05.300.

* Sec. 7. Notwithstanding AS 29.65.030(b), the director of lands shall,
by January 1, 1992, 1in accordance with AS 29.65.030(a) as amended in sec. 1
of thisAct and AS29.65.130(10) as amended in sec. 6 of this Act, redeter-
mine andrecertify the entitlement of each municipality that has a general

-3- CSHB 588 (C&RA)
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grant land entitlement that has not been fulfilled by July 1, 199]. If as

a result of the recertification, the general grant land entitlement of a

municipality 1is 1increased, land may be selected by the municipality in

fulfillment of the amount of the increase at any time within one year after
the recertification under this section is issued.

* Sec. 8. Sections 1, C, and 7 of this Act are retroactive to June 2,

1986.

* Sec. 9. Sections 1 and 6 - 8 of this Act take effect immediately

under AS 01.10.070(c) -
* Sec. 10. Sections 2 - 5 of this Act take effect July 1, 1991.

CSHB 588 (C&RA) 4.
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Alaska State Legislature

HOUSE OF REPRESENTATIVES

P.O. Box V

Official Business
State Capitol
Juneau, Alaska 99811

AGENDA

MOUSE OOMAJNI7Y AMD REGIONAL AFFAIRS COMMITTEE
Thursday, February 16, 1989, 1:00 p.m.

"An Act relating to payments for purchases by
districts and municipalities; and providing
for an effective date." - LABOR AMD COMMERCE
HIR 21 "Disapproving the Local Boundary Commission
Recoomendat ion for annexation of territory to the

Fairbanks North Star Borough.”™ - WALLIS

HB 139
schoo”
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The local Boundary Commission submitted It"s annual report to the
legislature on January 111, 1989. At that tlax* the* Local Boundary
Corrmlssion recommended that the legislature approve the annexation of
21G square miles or territory. This area is unpopulated aitti includes 16

miles of the Trans-Alaska Pipeline and Puip Station 7.

House Joint Resolution 21 which was introduced by Representative Wallis
would disapprove this reccmnendation. IT this resolution does not pass
both bodies of the legislature before March 4th this annexation will

take effect.

Two TFiscal notes have been issued on this legislation. There 1is a zero
fiscal note from the the Department of C5RA. A Tfiscal note was also
issued by the Department of Revenue reflecting a 1,981.2 dollar loss in
revenues in FY 90. This loss would continue yearly at an estimated 7%

reduction. This reflects the projected decline of the property

Would members please note that we are on teleconference.

Here to speak on behalf of HIJR 21 is the sponsor

Wall is.
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HOUSE COMMITTEE REPORT
I Referred: February 3, 1989 FURTHEP REFERRALS: FINANCE

Date of Committee Action: q) - \(P*

The COMMUNITY.& .REGIONAL AFFAIRS Committee recommends that:

HOUSE JOINT RESOLUTION NO. 21
[DISAPPROVE FBNKo. N. STAR BORO ANNEXATION]

Disapproving the Local Boundary Commission recommendation for annexation of
territory to the Fairbanks North Star Borough.

] the same title
J

i
[ 1 be replaced with [ a new title

[ 1 have attached amendment(s)

do pass

do not pass

no recommendation
individual recommendations

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
[i/Ff fiscal impact "Cvic-n"e. [ 1 fiscal note(s) published:
[ zero fFTiscal note
[ 1 zero with analysis [ 1 zero fiscal notes(s) published:
SIGNING DO PASS: SIGNING OTHER THAN DO PASS:

N €.

Chairman®s signature



STATE OF ALASKA Bill Version: HIJR 21

1989 LEGISLATIVE SESSION Publish Oate:
FISCAL NOTE

REQUEST:
Revision Oate: Agency Affected: Department of Revenue
Title: Disapproving Local Boundary Comm. 8RU: 011 and Gas Audit
Rec. for annex of territory to Fbks No Star Borough
Sponsor: Martin and Gruenberg Components:

Requestor: House State Affairs

EXPENOITURES/REVENUES:  (Thousands of Dollars)

1 FY 89 1 FY 90 1FY 93

Tn
—<
(o]
ey

1 1 1 FY 92 1

1 OPERATING 1 1 1 1 ! 1

| PERSONAL SERVICES | 0 1 0 | O 1 o 1 o 1 o
| TRAVEL | 0 i o | O ' 0 1 o I 0
| CONTRACTUAL ( 0 1 0 1 0 1 0] 1 0] 1 0]
| SUPPLIES | O 1 0 1 0 1 o I o 1 0
| EQUIPMENT | 0 I 0 1 0 1 o "0 1 0
| LANDS & STRUCTURES | © 1 0 1 0 i o 0 1 0
| GRANTS, CLAIMS | O 0 1 0 i O 1 o 0
1 MISCELLANEOUS 1 0 I 0 1 0 0 1 o i o
1 TOTAL OPERATING 1 0 1 0 1 0 1 0] 1 0] | 0]
1 CAPITAL 1 0 1 0 1 0 1 0 1 o I O
1 REVENUE 1 1(1,981.2) * 1 = 1 = 1 *
FUNDING: (Thousands of Dollars)

| GENERAL FUND | 0 1 o 1 0 1 0 1 o 1 o
| FEDERAL FUNOS ' 0 1 o 0 1 0 1 0 0
| OTHER | O i O | O 1 0 i O 0
1 TOTAL 1 0 1 0 | O 1 0 1 0 0
POSITIONS:

| FULL-TIME | 0 1 0 | 0 1 0 0 0
| PART-TIME | 0 i 0 1 0 1 0 0 0
1 TEMPORARY 1 0 1 0 1 0 1 0 0 0
ANALYSIS: Assumed to be effective for FY90, 1-1-90 for property tax purposes. Value

estimated to be $161,820,000 as of 1-1-90 with _a mill rate of 12.243.
“Property valuation 1s projected to decline at a rate of \# per year. Declining
valuation will reduce the estimated total dollar loss to the state.
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January

The Honorable Shelley Dugan
Acting Chairperson

Local Boundary Commission
P.O. Box 55109

North Pole, AK 99705

Dear Commissioner Dugan:

I an writing this letter iIn response to actions taken by the
Local Boundary Commission concerning the proposed annexation of
territory to the Fairbanks North Star Borough. Clearly, the
proposal 1is among the more complex and controversial of those
the Commission has faced.

I commend the members of the Commission for their commitment to
their individual views on this matter and respect the different
philosophies which have emerged. I am, however, troubled by
the fact that the Commission is now in a position of having to
submit a recommendation to the legislature which does not enjoy
the support of a majority of the members of the Commission.

Additionally, 1 find 1it_disturbing that at this point, the
matter has been decided on the basis of parliamentary
procedure. To my knowledge, there has never been an instance

where the Commission has submitted a recommended boundary
change to the Ilegislature which has not been supported by a
majority of its members.

I assure you that my comments are iIn no way precipitated by the
statements made by officials of the Tanana Chiefs Conference or
others. Rather, my conc™ n stems from a desire to avoid the
establishment of wjat I view as an extremely poor precedent
concerning the procedures of the Commission.

Consequently, 1 respectfully urge the Commission to Tformally
reconsider 1its approval of the petition for annexation by the
Fairbanks North Star Borough. Should the Commission desire,
the Department 1is prepared to carefully reexamine all aspects
of the proposed annexation. Such an effort on our part would
result in the preparation of a supplemental report and
recommendation on the matter. Further, the Commission could
choose to conduct additional hearings on the proposal.



The Honorable Shelley Dugan
January 6/ 1989
Page Two

Taking such action would allow the Commission to enter a clear
decision on the petition of the Borough. Because 3uch a
decision would be based on the full record and would require a
majority of Commission members approval, it would dispel most,
if not all, criticism regarding procedures used to arrive at a
final decision.

A copy of t.iis letter is being provided to other members of the
Commission and interested parties. I would welcome the
opportunity to discuss this matter with you and other members of
the Commission at your convenience.

Sincerely,

cc; The Honorable Jo Anderson, Member, LBC
The Honorable Lamar Cotten, Member, LBC
The Honorable Ben Nageak, Member, LBC
The Honorable Juanita Helms, Mayor, FNSB
Senator Johne Binkley, Alaska State Legislature
David G. Hoffman, Commissioner, DCRA
Rex Nutter, Petitioner™s Representative, FNSB
Mitch Demientieff, President, TCC
Robert 1 Shoaf, Alyeska Pipeline Service Company
Mike Walleri, TCC
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STATEMENT OF
TANANA CHIEFS CONFERENCE, INC.
BEFORE THE

LOCAL BOUNDARY COMMISSION
- STATE OF ALASKA

January 3, 1989
BY

Michael J. Walleri
Attorney



The Tanana Chiefs Conference, Inc. (TCC) 1is the regional Native
non-profit for the Interior of Alaska serving 43 villages from
Holy Cross to Eagle. To date, TCC has not been involved 1in the
consideration of the proposal by the Fairbanks North Star Borough
(FNSB) to annex 216 square miles of land north of its present

borders. We apologize for our late entry into this 1issue,
however, the FNSB"s proposal has only recently come to our
attention. The Tull 1impact upon the region could not have been

foreseen in light of the draft borough studies released by the
Department of Community and Regional Affairs this month. Thus
while our intervention in this matter is late, it could not be
avoided. Again we apologize to the Commission.

PART 1

NEW INFORMATION NOT AVAILABLE AT THE TIME OF THE NOVEMBER 18th
HEARING REQUIRES RECONSIDERATION OF THE FNSB PROPOSAL.

In September of this year, the Fairbanks North Star Borough
submitted a petition for annexation of 216 sq. miles of land
within the Yukon Flats REAA. A hearing was held on November 18,
1988. Based on that hearing, the petition was approved on
December 2. On December 28, the LBC voted to reconsider the
issue, denied the requesty rescinded the denial, and approved the
petition setting a hearing on the matter for January 3, 1989 and
invited TCC to offer comments.

During this summer, however, collateral developments occurred
which raised new issues. Last year, the legislature considered
S.B. 1, which proposed incorporation of the unorganized borough.
While the bill did not pass, a series of studies were commis-
sioned by the Department of Community and Regional Affairs as to

the feasibility of borough incorporation. Study areas included
the Yukon-Koyukuk REAA, Denali, Delta-Greely and the Copper River
areas. Those studies have not yet been finalized, however,

within the last month, the Department has released draft copies,
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which we have only hurriedly reviewed. A prior study of a Yukon
Flats borough was completed in 1979.

In response to these actions, some of our subregional Boards,
which have been meeting, requested that we study the 1issue and
report back to them this winter. We are currently iIn the process

of doing this.

Essentially, the 1979 report on the Yukon Flats suggested that a
borough would not be feasible. The Yukon Flats has a tax base
which is roughly equal to that of the Yukon-Koyukuk REAA.
However, the draft study released this month by the Department of
Community and Regional Affairs suggest that the Y-K REAA cculd
support a minimal borough government, similarly, the Department
draft studies conclude that the Copper River and Delta-Greely
areas similarly could support minimal boroughs, while the Denali

area could not.

Our preliminary review of the studies leads us to a conclusion
that the proposed areas of incorporation are too small. Large
areas of the TCC region would be outside any borough and have no
tax base to support future organization. These include the Upper
Tanana, Upper Kuskokwim and Lower Yukon. For these areas,
borough government would”not be feasible within the foreseeable
future. On the other hand, the Yukon-Koyukuk, and Yukon Flats
areas would have small populations with a large tax base of which
the pipeline amounts to about 98% of assessable property. As
noted in the Departments report on the proposed annexation, the
effect of the state tax cap on pipeline property would create
surplus taxable value in the pipeline which these borough®s could
not legally tax. The effect of the tax cap would substantially
limit the size of these boroughs and does not take into consid-
eration the relatively high costs of service in the area.

Our preliminary IiInvestigations suggest that if boroughs are to be
organized in the Interior, it would be better to organize the
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entire TCC region (excluding Delta-Greely) as a single borough.
According to the TCC Long Range Health Plan completed 1i1n 1988,
there are 17,319 people within the TCC region (excluding Delta-
Greely) . We estimate that the pipeline within this area amounts
to about $1.4 billion in assessed valuation, which presently
generates about $28 million a year in tax revenues (20 mil) .
Dased upon the recent DCRA reports, we also estimate that the
pipeline constitutes 98%+ of taxable property in the region. A
tax rate equivalent to the FNSB mill, rate of 12.243 would yield
about $17 million iIn tax revenue. Out of these proposed reve-
nues, we estimate that the local contribution to education in the
proposed borough would be about $11 million. Which would be
equivalent to about 7.85 mills.1

These basic facts were not available prior to our analysis of the
DCRA reports which were intended to promote a discussion of
borough formation. While we cannot support the proposals to
break up the TCC region into weak and powerless boroughs with
limited tax bases, we believe that a single TCC region borough
deserves serious consideration. This iInformation was not avail-
able at the November 13th hearing, and the LBC should reconsider
the FNSB proposal in light of this new information. The emer-
gence of a proposal for a single TCC region borough raises
questions regarding constitutional, legislative, and administra-
tive standards not previously considered by the LBC.

1This 1is based upon the assumption of educational services
for five REAA"s and three city operated school districts.
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PART 11

THE FNSB PROPOSAL 1S CONTRARY TO THE LEGISLATIVE STANDARD CON-
TAINED IN LEGISLATIVE RESOLVE NO. 52

Legislative Resolve No. 52, passed during the last legislature
provided that:

Be It Resolved by the Alaska State Legislature that the
Local Boundary Commission 1is requested to take into
full consideration the desire of residents of an area
in the unorganized borough to be self-governing and
give them reasonable time to study the concept of
self-government; and

Be It Further Resolved that the Local Boundary Commis-
sion IS requested to postpone borough annexation
procedures until after December 1, 1989, 1iIn an area
where the formation of an organized borough is being
studied i1f a person residing In the area proposed to be
annexed and involved in the organization effort
requests the delay.
While the territory to be annexed 1is not within the areas which
were the subject of the DCRA studies, the territory is surrounded
and immediately adjacent to the Yukon-Koyukuk and Denali study
areas. The study area boundaries were not fixed in concrete and
are subject to adjustment after the "full consideration”™ contem-
plated iIn the Legislative Resolve. As the Legislative Resolve
indicates, that Ffull consideration was not contemplated to be
finished until December 1989, and a moratorium on these types of

annexations was intended.

The effect of the Resolve is to establish a legislative standard
to guide the LBC in considering borough annexations of territory
in the unorganized borough before the residents of the unorga-
nized borough could give TfTull consideration of their organiza-
tional options. The process contemplated by the Legislature is
only half completed. The DCRA studies commissioned by the
legislature have not been finalized, and only draft reports have
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been released. It 13 only now that the residents of the unorga-
nized borough have had a first opportunity to provide input into
the self-government study. It can hardly be said that there has
been reasonable time to study and adjust the proposals. For the
FNSB to 3eek to annex a tax base which generates $2 million a
year, and withdraw the area from the new borough(s) 113 obviously
contrary to the language and intent of the legislative resolve.

There has been some attempt to suggest that the Legislative
Resolve was intended to apply to limited Ilocal controversies.
This 1is 3imply not the case, and is contrary to plain meaning of
the language used. The LBC was reguested to postpone all annex-
ation procedures in areas where borough organization 1is being
studied when requested. It is fairly obvious that TCC represents
the vast majority of residents of the region and that the FNSB is
seeding to annex an "important part of the region. Considering
the Legislative Resolve, we believe that the LBC should postpone
consideration of the annexation until December 1989 and that a
failure to do so would violate legislative standards.

A one y *r postponement to allow the TCC region to fully consider
borough formation will not significantly iImpact the FNSB with
respect to their stated need. As noted in the LBC findings, the
greatest inequity which® the FNSB seek3 to avoid relates to the
reduction 1in the State education foundation program which will
begin in 1992.2 The goal of the FNSB is to offset this reduction
by the revenues generated by annexation. However, if the annex-
ation 1is approved now, the FNSB will begin collecting revenues
from the annexed area in 1990, a full two years in advance of the
reduction in state education foundation funding for which FNSB
seeks compensation. By contrast, if the annexation proceeds, the
proposed TCC region borough would be permanently denied this

2Decision at p. 2.
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revenue source, and may result in the proposal proving to be
financially unsound. Postponement, as contemplated by the
Legislative Resolve No. 52 is clearly warranted.

PART 111

THE DECISION IS INCONSISTENT WITH THE ADMINISTRATIVE STANDARDS
ARTICULATFD BY THE LBC WHEN A SINGLE BOROUGH IN THE TCC REGION IS

CONSIDERED
As stated in the DCRA report to the LBC regarding this matter,

Essentially, the annexation proposal boils down to an
attempt by the FNSB to expand its tax base in support
of the above services which 1t provides to ;he esti-
mated 73,540 individuals residing within its
boundaries.

DCRA Report p. 6.

While the LBC decision finds that revenue enhancement of the FNSB
is not sufficient to justify annexation, the LBC compared the
condition of the FNSB with other municipalities and found equi-
ties favoring the FNSB proposal. Moreover, the LBC only consi-
dered a scenario of a Yukon Flats borough and found no harm.
Given these comparisons and assumptions about the course of
borough formation 1in the Interior, the decision would seem
rationale given the stated goals.

However, the basic assumption about the course of borough forma-
tion in the Interior 1is 1inconsistent with governing constitu-
tional doctrines3 and prudent respor.se to the recently released
DCRA reports. Specifically, the consideration of a single
borough in the region would affect the LBC findings in the

following ways:

3Please see discussion of constitutional doctrines in infra.

1288-206.6



hu Annexation. Wo_uld Not. Equitably Enhance The Tax Base at

There 1s no question that annexation of the area would
enhance the FNSB tax base, however, the relative loss to the TCC
region borough®"s tax base would be substantially disproportion-
ate. It is noted that fIPfeporfcy in
below the statewide aaarat’ci.4 * Based upon our data respecting
population and estimated assessed valuation (see above), we
calculate that the per capita assessed valuation within the TCC
region, including the subject area, to be 3.1% below the state-
wide average.5 However, 1if the subject area were to be excluded
from the TCC region by annexation to the FNSB, the per capita
assessed valuation within the TCC region would drop to 17% pelow
the statewide average.6 ffiwf
tate px4**rty within the AffiD by s.a% buv. lower the byablje
property within tha proposed TCC bi»rocgh by 12%., Thus, by trying
to correct a perceived inequity with respect to the tax base of
the FNSB, the LBC will create a greater inequity with respect to

This effect can be demonstrated more clearly 1In comparing
relative changes in mill rates for educational services. cur-
rently, the FNSB mill rate for local contribution to education Iis
8.1 mills. The proposed TCC regional borough would require a
mill rate of 7.85 mills i1f the subject area were within the tax
base. (supra) However, 1iFf the area were excluded from its tax
base, the mill rate for education would rise to 9.166 mils, or an
increase of 1.69 mils. The re/enue enhancement anticipated by
the FNSB would only be a reduction of the mill rate by .6 mills.
Thus, Tfor local contribution to educational services alone, the

4This is based wupon the average statewide per capita
assessed valuation figure of $83,430.

5%$80,836.
6$69,288.

7See p. 11 of DCRA Report.
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relative benefit anticipated by the FNSB is less than half the
detriment to be inflicted upon the proposed TCC region borough.

There 13 no question that the proposed TCC borough will
suffer disproportionate harm relative to the benefit sought by
FNSB i1f the annexation is approved.

— The Annexation Is Contrary To Public Policy As Articu-
lated .By. The Commission And Prior Judicial Decisions Respecting

The Alaska Constitution.
The LBC Decision contains a Tfinding that the annexation

represents sound public policy. That finding does not consider
the 1impacts upon Tformation of a TCC region borough. Consider-
ation of the proposed TCC regional borough substantially alters
an analysis of the articulated policy goals and raises a consti-
tutional issue not considered by the LBC.

1) The. LBC Did Not Consider Art. X. Sec. | of the
AlasKa_crstitution.
The Local Government Article of the Alaska Constitution

provides that,

The purpose of this article is to provide for maximum

local self-government with a minimum of local govern-

ment units, and to prevent duplication of tax-levying

jurisdictions. A liberal construction shall be given

to the powers of local government units.

This constitutional doctrine has been interpreted by the
Courts as espousing a policv of encouraging the creation of
borough governments. Sea Mobil Oil Corp. v Local Boundary
Commission. 518 P.2d 92 (Ak. 1982). More specifically, the
policy favors the creation of a minimum number of local govern-
ment units.

The proposal for a TCC region borough would maximize the
local self-government available to the region as noted above, if
the Yukor-Koyukuk and Yukon Flats organized separately, the other
areas of tho Interior would lack a sufficient tax base to support

borough government. A single oorough would provide a sufficient
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population base to allow full local taxation of the regions
taxable property under existing state law. Additionally, a
singleborough would meet the second cc istitutional goal of
creating a minimum number of local government units. Considering
the available scenarios for borough organization in the region,
the single borough option most closely reflects the standard
articulated in Art. X, Sec. 1 of the Alaska Constitution.

The Alaska Constitution, provides for the LBC to decide
boundary questions based upon state-wide considerations rather
than local political decisions. Fairview Public Utilities v City
gJE-AnsAQCagg, 368 P.2d 540 (Ak. 1962); Oesau v Citv of Dillingham.
439 P.2d 180 (Ak 1968); CLtv of Douglas v Citv and Borough of

Juneau. 484 P.2d1040 (Ak.1971). It is clear thatthe LBC
policy respecting tax base equity reflect- a statewida perspec-
tive. However, the mandate to encourage maximum local self-

government with a minimum of local government units presents a
constitutional 1issue which takes precedence over the Commissions
efforts to deal with transitory inequities 1iIn tax bases. As
noted above, the viability of borough organization for a large
part of the state will be adversely impacted and possibly frus-
trated. Moreover,the effort to give equity to FNSB creates
greater 1inequity respecting the TCC region borough. The bal-
ancing of such considerations sharply tip against annexation when
the constitutional 1imperative to encourage organization of the
unorganized borough is considered.

2 The__ Financial Gain To The TCC Borough Is Not

Excessive or Unwarranted.

In 14 policy considerations, the LBC found that the gain to
FNSB was not excessive or unwarranted. This was based upon a
comparison of the per capita revenues from "non-local sources™3

Q _ _ _ _

The characterization of local property taxes on pipelines

as ""non-local sources™ 1iIs rather curious. Clearly, direct
(Footnote Continued)
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received oy other boroughs. Examples offered by the LBC ranged
from $27,198 to 1,062 per capita. Tho FNSB would receive $116
per capita. The per capita receipts from pipeline revenues for
the proposed TCC region borough, would also not be excessivo
anounting to about $981 per capita , which would be less than the

examples of excess used by the LBC.

Moreover, while the net gain to FNSB through annexation
would be $27 per capitalO, the net loss to the proposed TCC
borough would be $115 per capita, almost four times the gain to
FNSB. Thus, in considering the per capita gain to FNSB relative
to the per capita loss to the TCC region borough, it 1is clear
that it the FNSB gain 1is excessive and unwarranted.1l

(Footnote Continued)
intergovernmental transfers of revenue through municipal

assistance and revenue sharing programs are "non-local funds"
since they come from the State®s general fund. Direct property
taxes on local property within a municipal boundary under a
coordinated intergovernmental taxing program is obviously locally
generated revenues. Under the proposed definition of
"non-local'™, any property tax could not be considered Ilocally
generated given the federal 1Income tax system. For example,
property taxes on homes and business may be credited against
federal income taxes. Consequently, 1t can be argued that all
such taxes result in an indirect transfer of federal revenues to
local government and are  therefore "non-local™ revenue,
similarly, local municipal bond revenues are tax exempt and
result iIn a similar indirect transfer of revenue from the federal
government. Consequently, the only revenues which could be truly
considered "local™ are sale tax revenues and taxable enterprise
revenues, since neither revenue source results iIn a tax credit
under State or Tfederal tax law. The FNSB has no such revenue
since it does not levy a sales tax and has no taxable enterprise
income. Consequently, under the definition of "non-local™ used
by the LBC, 100% of the revenues of the FNSB are "non-local.”™ As
applied by the LBC in 1its decision, the distinction can only
considered to be arbitrary.

9The Statement of Decision 1iIs In error on this point. It
states that the net gain would be $76.99, however the correct
calculation is $1,980, 712 t 73, 540 = $27.07.

10This assumes a mil rate equal to FNSB.

13-The use of per capita figures 1iIs not adjusted for cost
(Footnote Continued)
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1) Txa Erisst of The . Annexation on the tcc Region
B<2cgugh— la Inggnsis.tant aith Ihs commission®s statement on
Barough Government-

The Commission®s Statement on Borough Government advocates
for reassessment of State financial aid to municipalities to
provide greater equity to alll municipalities. The decisional
statement asserts that:

Certainly this Commission would not view in the same
regard an annexation proposal of this nature by a
municipality whose tax base was (greater than the
average of other boroughs.

at p. 3.

The LBC further noted that even after annexation the FNSB
will have a weak tax base which will remain 12% below the state-

wide average. However, annexation will render the proposed TCC
region borough - which would currently be only slightly below
average (i.e., 3% below) - to be at a greater 1inequity then

currently experienced by the FNSB (i.e., 17% below average), see
suora. Consequently, the means selected by the LBC to provide
equity to the FNSB 1is not rationally re)ated to its goal of
achieving statewide equity since it will result in imposing
greater relative inequity upon the proposed TCC regional borough.

11 The_Annexation will Diminish The viability of a

Potential Borough in the Adjacent Region
The LBC concluded that the annexation would not adversely
affect the formation of the Yukon Flats REAA borough since that
area had surplus taxable property as a result of the State tax

(Footnote Continued)

differentials of doing business between rural and urban Alaska.
W 1ilo the relative per capita net loss to the TCC 1is greater 1in
absolute dollars, the differentials with respect to the cost of
doing business in the rural areas exacerbate the disparity. This
should be remembered when comparing all per capita figures used

in this statement.
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cap on pipeline property.12 However, as noted above, the forma-
tion of a single borough in the TCC region would be more consis-
tent with the directive of the Alaska Constitution, and such a
borough would not be affected by the State tax cap. Conse-
quently, there 1is no surplus assessed valuation iIn a regional
borough proposal, and any diminishment of the regions tax base
would diminish the viability of the potential borough 1in the
adjacent region.

£1 lh.e_.Haine.s_Annexation Is ot a Precedence For This

AnnexatjOn

The LBC found a precedence in the Haines Annexations of the
1970s. The precedence is highly questionable. First, as the
findings point out, Haines provides educational services to the
annexed area through correspondence. In this case, the Borough
does not 1intend to provide any areawide services. The only
service planned is non-areawide, 1i1.e., Ffire service. There iIs no
evidence that the FNSB plans to include the Pump Station 1in a

fire service area. In fact, Alyeska Pipeline Service Company
provides its own fire service, which is eminently better than any
response which FNSB might offer. In fact, for FNSB to provide or

include the Pump Station within a Tfire service area, Alyeska
would have to consent and pay additional non-areawide taxes.
There is no evidence that Alyeska intends to do so.

12The LBC noted that recent estimates property value in the
region to be about 805 mil. A review of DCRA valuation estimates
used in the 1988 Regional Government Study by DCRA show gross
errors in valuation methods in this region. The vast majority of
private land in the TCC region 1is subject to restrictions on
taxation by operation of the Native Townsite Act, Native
Allotment Act, ANCSA (as recently amended), State exemptions for
elderly and housing authority projects, etc. The 1988 report did
not fully account for these exemptions. Moreover, recent studies
by DNR and BIA allotment appraisals suggest a substantial
devaluation 1in the market value of rural property values which
were not reflected in the 1988 study.
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Secondly, the annexations did not occur at a time when the
adjacent area was considering borough formation. There 1is no
evidence that the adjacent area has ever considered borough

formation.
Thirdly, the proposed annexations reflected expansion of the

Haines borough to natural geographic boundaries taking into the
borough the entire eastern slope of the Chilkat Range located on

the Chilkat Peninsula.
Such parallels do not exist with regard to "“the present

proposed annexation and any comparison IS transparently

suspicious.

£) Revenue Enhancement |Is Not A Justification For

Expansion Of Borough Boundaries.
It Is agreo.d that revenue enhancement is not a justification

for annexation.

PART V

THE STATUTORY AND ADMINISTRATIVE REQUIREMENTS HAVE NOT BEEN MET

As noted in pages 9-14 of the DCRA report, one of the first eight
standards and all of the remaining listed standards must be met.

Of the first eight, only numbers 3, 7 (both relating to services)
and 8 (policy) could be possibly met. The area is uninhabited,
and as noted above, the FNSB does not intend to realistically
provide any services. In fact, the proposed area iIimmediately
abuts the private property of the closest inhabitants, the Hooper
family, which receives educational services from the Yukon Flats
REAA. The proposal is gerry mandered to obviously avoid provid-
ing municipal services. As to number 8, (policy) the policies
considerations outlined above strongly militate against approval.

As to standards 9-14, the service requirements expressed in those
standards are very questionable, for the above stated reasons.
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PART VI

THE COMMISSION FAILED TO APPLY THE STANDARDS AS PROVIDED IN 19
AAC 10.200

The regulations governing annexation procedures provide that:

19 AAC 10.200. APPLICATION OF STANDARDS. The commis-
sion will not approve an annexation unless the annexing
organized borough demonstrates to the satisfaction of
the commission that it 1is capable of extending and
willing to extend services to the annexed area 1in

accordance with this subsection. IT possible, areawide
and non-areawide borough services shall be extended to
the annexed area immediately. If the iImmediate exten-

sion of services 1is not possible, the commission must
be satisfied that the services not immediately extended
will be extended as soon as possible and that reason-
able plans have been formulated for the capital expan-
sion necessary fTor the extension of services.

The decision of the LBC failed to apply the service standards as

provided iIn this section. Under this regulation, the FNSB was
required to demonstrate that both areawide and non-areawide
services will be extended to the annexed area immediately. The

petitioner admits, and the LBC found that education services
(areawide) would not be extended. Additionally, the only non-
areawide service discussed by the LBC was fire service, and it
was found that fire service was not needed because of the private
services provided by Alyeska. Thus, 1t was implicitly found that
services would not be immediately extended to the area. The wide
variety of services offered by the borough and their extension to

the area were not even considered.

In such an event, the regulation requires that the FNSB develop a
reasonable plan for capital expansion necessary for extension of
such services and that the Commission be satisfied as to the
adequacy of such plans. The FNSB offered no such plans and the

Commission failed to make any finding on this 1issue.
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The failure to comply with an administrative requirement renders
the decision defective. Port Valdez Co. v cltv of v*i

522 P.2d 1147 (Ak. 1974). The petition should therefore returned
to the FNSB for resubmission.

CONCLUSION

In summary, we would request that the decisior be delayed to
allow the Interior to consider borough incorporation. We again
apologize for our lateness iIn responding to the issue. Given the
gravity of the proposal, and the ongoing borough study in the
Interior, we believe the Commission should not proceed further at
this time.

1288-206.15
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February 14, 1989

TO: Senator Al Adams
Representative Eileen MacLean

FROM: Mike Walleri, Attorney
Tanana Chiefs Conference, Inc.

This is In response to the request of both Senate and House
Committee and Regional Affairs Committees to provide written data
regarding your testimony presented to the Joint CRA Committees.

As you remember, we criticized the Local Boundary Commission goal
of per capita tax base equalization for failure to adjust for
cost of service differentials. Attached are our calculations.

As you can see, when adjustments are made for the cost of service
delivery, the T.C.C. area is very close to average assessed
valuation in the State. If you have any other further questions,
please feel free to contact me

Sincerely,

Mike Walleri
Attorney
Tanana Chiefs Conference, Inc.

Attachments



TAX CAP CALCULATIONS

VALUE OF TAXABLE PROPERTY IN REGION

DCRA ESTIMATES:1 1.676 bll. without annexation
1.513 bil. with annexation

TCC ESTIMATES: 1.428 bil. without annexation
1.266 bil. with annexation

KANGE: w/0 annexation 1.676 to 1.428 billion

w/ annexation 1.513 to 1.266 billion

(based on D.C.R.A report to Senator Steve Frank 1/13/89)

POPULATION:2

9/635 (D.-C.R.A. raw estimates)
137400 (D.C.R.A. adj./TCC Health

Plan Stats)

11,175 (Permanent Fund mail out to

Region by zipcode)

TAX CAP 3

(taxable assessed value 1In region)

DCRA # 9,635(pop) x2.25 x $83,430(per capita assessed value)=1.8

TCC #13,400 x 2.25 x $83,430

PF #11,175 x 2.25 x $83,430

includes estimates of property value based when per
statewide values. DOES NOT adjust for tax exempt status
under Federal Housing Programs, AWCSA, Allotment Act and
Act.

excludes Delta-Greely study area except for village
Lake.

based on formula (b) AS. 29.45.080

=2.7

=2.08

capital
of land
Townsite

of Healy



ADJUSTED TAX EQUALIZATION

COSTS OF SERVICE DIFFERENTIALS

Fairbanks: 1.04
Yukon Flats 1.46
Yukon Koyukuk 1.34
Galena 1.30
Tanana 1.30
Iditarod 1.33

RANGE OF DIFFERENTIAL VARIANCE (FBX and TCC Region)

26% to 40%

(Source: Dept, of Education)

J
PERCENTAGE OF PER CAPITA VALUE (Statewide average)
Fairbanks with Annex = 71.1
Fairbanks w/o Annexation = 68.0

TCC Region w/o0 Annexl

%

per state
capita wide adj2

1.676.000.000(DCRA Value#)* 11,175 =150,000 204%

1.428.000.000(TCC Value # *11,175 = 128,000 175%

1.513.000.000(JCRA/Value#)* 11,175 135,000 184%

1.266.000.000(TCC/Value#) * 11,175 = 114,000 155%

1 Using Permanent Fund Pop #"s Values rounded.

2 Adjustment Relative to Fairbanks per capita.

155 to 122%

133 to 105%

140 to 110%

115 to 93%
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Viimp station
annexation
ruling stands

By SAM BISHOP
Staff Wrltor

The Local Boundary Commission
Wednesday upheld its decision to
recommend that tho Fairbanks
North Star Bocough annex Pump
Station 7 after learning of objec-
tions to the plan.

The decision followed a confusing
meeting during which the commis-
sion at one point voted to kill the
annexation, members said in inter-
views this morning.

The confusion began when MIk°®
Walleri, an attorney for the Tanana
Chiefs Conference, showed up at
the meeting to object to the annexa-
tion. However, the initial public
comment period had already bocn
closed so the commission did not
permit him to speak, according to
Shelley Dugan, a commission
member and North Pole’s city
clerk.

Walleri said today ho believes tho
commission violated Its own pro-
cedural rules when it approved the
MekaliOirpetrtiothWodgcidn”™-

The decision, which takes effect
unless the Legislature kills Itwithin
45 days after it convenes Jap. 9,
would permit the borough to annux
21Gsquare miles northwest of Fair-
banks.

The land surrounds plpolinc
Pump Station 7. Property taxes on
the station and pipojino could add

(See ANNEX, rnge 8)

Annex.

(Continued from page |)
%2 million to the borough’s annual
Income. Borough officials advocate
the annexation.

Walleri said the commission
should not approve the annexation
until some broader policy issuos
have been more thoroughly discus-
sed. TCC is a health service and
advocacy organization for rural
aroaa.

At present, the state levies a
property tax of 20 mills on the pipe-
line and facilities in areas that are
not within boroughs. When 1
poroygh annexes an area, the state
reduces its property tax on the
pipeline by the equivalent of >
borough’s property tax. Waller!
questioned whether organised
boroughs should be taking that
money from the state, because ft is
essentially the rural areas’ local
contribution to education, Walleri
said.

Commission member Dugan
agreed that arguments over educa-
lon funding are behind the annexa-
ion proposal, but she supports the
dog.

“We think there’s a lot of i.ienu-
itcs  the state funding programs
in school funding and revenue shar-

ing," pugan said- "Approving the
annexation is one way to flag this
problem."

Pugan said that If there were a
competing borough proposal, the
commission might be more hesi-
tant, but there la not.

Walhri said ether |>orougl»s are
being ponsidored.

“Lqat year, the Legislature
adopted a resolution directing tho
Loca) pound iry Compdsslon not to
proceed with annexations in areas
that wore subject to borough stu-
dies," Walleri salcj. "The area that
is proposing to be annexed is sur-
roungod by two areas that arc
under study—the pepall area and
Yukog-fCoyukuk area.”

The reports on those areas were
just released by the gfate Depart-
ment pf Community and Regional
Affairs, Walleri said, fie is not hap-
py Wt their recommendations
and bef|eves the boroughs proposed
by tie departments would be too
smo | fo support a Vjsble govern-
meim.

Tna Fairbanks borough’s
annexation of Pump Station 7 could
make boroughs in the area even
less feasible, Walleri said.

Lamar Cotjjp, q boundary com-

mission member and adminlstra-
tor ofthe Aleutians Fast Borough,
said he spposes the Fairbanks'
borough annexation oroposnl.

If# oglled tho proposal a “land
grab." He said It (a an obvious
attempt to get more money from
the sldfe by preempting state taxes

e without providing any more se.
vice*.

Tho Community and Regional
Affairs pepartmont sold the state
shouidapprove the annexation be-
cause Fairbanks’Ux base t* 15per-
cent lower, per-sludoqt, than the
average Alaska borough-

Cotton said it’s not tho boundary
commission's responsibility to
solve aqch problems, ffe suggested
that Fairbanks' taxes are higher
than other areas because the gov-
ernmenl provides more services.

The boundary commission took
several votes on Wednesday while
trying ia decide whether to let Wal-
leri testify.

But commission m®mbcr Ben

Nageal of Barrow, after realizing
he had voted fo kill the petition,
,made 4 motion to rescind the deci-
sion, pugan said- Nagnak's res-
cinding motion was successful, She
said.
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Fairbanks grabs
for a sugarplum

tf e j*

-Civic Ieaders in the Fairbanks North £tar Borough
Are resourceful people. They've foUnd a way to ease
th’eir borough's fiscal troubles *pd .stick Alaskans
elsewhere with the bill.

How can. Fairbanks do itt With a modern-day land
jgrab. The borough has won preliminary permission to
annex an essentially uninhabited area that’s home to
Alaska's biggest property tax sugarplum: a section of
the Trans-Alaska Pipeline System.

It’s easy to see why Fairbanks is eager to annex the
area. Virtually nobody lives there, so there's no need to
deliver any .costly services. The borough can just sit
back and collect an extra $2 million a year in property
taxes from the pipeline.

But people in the rest of the state have a right to
object. Under state tax laws, that $2 million comes
straight from state treasury. Alaska levies its own tax
on pipeline property — but every dollar the pipeline
pays in local tax is deducted from the amount due the
state.

Fairbanks' long-term gain from the move will be
somewhat less thsm $2 million a year. Under the state's
revenue sharing formula for schools, Fairbanks will lose
about $700,000 a year starting in 1992. But grabbing $1.3
million a year of someone else’s money ain’t bad work,
if you can get it.

The amazing thing about this ploy isn’t that
Fairbanksans tried it — who can blame them? — but
that the state’s local boundary commission blessed the
deal.

Boundary changes such as this one are supposed to be
in public interest. According to the commission, the
public interest here is that Fairbanks needs the tax
revenue. This is the borough whose voters squawked
and bowled and eventually repealed a proposed 2
percent sales tax last year. The commission's decision
failed to explain why Fairbanks needs the money more
than other Alaskans, who will pay the bill through
lower state revenues. »

By law, the boundary commission's decision goes to
the legislature for review. If not rejected within 45 days,
the annexation becomes final. Stoppinglhis land grab
should be one of legislature’s first items of business.
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Treosition

WASHINGTON - During
the presidential campaign.
Mika ,Dukakis insisted that
"competence” rather than
"ideology” .ahould be the
main issue, and that's precise-
ly the erord being applied
here to George Bush's transi-
tion appointments.

Unlike Carter and Reagan,
who ran against the Washing-
ton *"insiders,” Bush is hiring
them —maybe because he is
one of them. To win the elec-
tion, be appealed to the ideo-
logues on the right. To gov-
ern, with the Democrats in
control of Congress, he has
put experienced individuals
at State, Defense, Treasury,
Justice, Agriculture, Com-
merce, Budget, the National
Securlty Council-and the Cen-
tral Intelligence AgencK

The conservatives like LIS
appointment of Jack Kemp,
the old supply-slder, at HUD,
and Governor Sununu of New
Hampshire as White House
chief of staff (though he is not
likely to have the authority
Donald Regan and the two
Bakers had). Still, Bush scat-
tered the plums around: the
moderates got most of them,
the conservatives got Sununu
and Kemp and the golfers got

Quayle.

The grAx
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"We are the
change,"" Bush said
campaign, and app
meant his own sort
For he's not only s
buck stops here,"
“starts” in the Ov

None of this wil
debate over .he bi
die East policy or
trol. But these debt
conducted in a diffi
sphere. He is not m
his opponents but
them. He has held

-Conferences since t
than President Rea
year.

When, people
Reagan about why
good, despite all
lems, he tells then
of the young psych
complained to the
atrist that he wa
from'
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Binkley would
annexation

By 8AM BT8HOP
SUIf Writer

A state senator filed legislation
Tuesday morning to block the Fair-
banks North Star Borough's
annexation of Pump Station 7.

Sen. Jotane Binkley, R-Bethel,
filed Senate Joint Resolution 10.
Sen. Al Adams. D-Kotzebue. co-
sponsored it.

At a legislative committee meet-
ing Tuesday, Binkley questioned
why the Legislature should
approve tbe annexation. He said
the borough would Incur no addi-
tional expenses in the area for ser-
vices such as garbage removal or

(Continued from page I)
to lose in property taxes on the
pump station if it is annexed.

"Why didn’t you just askyour de-
legation to come forward and ask
for a bill to appropriate $2 mil-
lion?" Binkley asked Rex Nutter,
borough planning director.

"l think this area belongs in the
Fairbanks North Star Borough,"
Nutter replied. "And that's not
something | could ask my delega-
tion to come down here and do. It
had to go through the Local Bound
ary Commission."

The commission approved the
annexation in a controversial De-
cember meeting. The boundary
commission's approval will stand
unless the Legislature rejects it by
March 4.

The borough and Commissioner
Shelley Dugan of North Pole said
the borough needs to annex the
area to increase Fairbanks' tax
base, which is lower, per capita,
than the rest of the state.

But Lamar Cotten, a commission
member who led efforts to stop the
annexation, said that should not be
the commission s concern.

"We're not a revenue equaliza-
tion commission,"” he said. "I Ihink

schools. No one lives In the 215
iguare mile area, located on the
Elliott Highway northwest of Fair-
barks

The meeting, bekl to Juneau, was
ajointsession of tbe House and Sen-
ate Community and Regional
Affairs committees.

Binkley asked why borough offi-
cials didn't Justask area legislators
to Introduce s bill giving the
borough an extra 12 million from
the state this year.

That's the amount the borough

to gain and tbe state stands

(See ANNEXATION, Beck Page)

that's the responsibility of the
Legislature."

Representatives of the Tanana
Chiefs Conference, a non profit
advocacy and health organization
forthe rural Interior, asked legisla-
tors to reject the annexation.

The annexation could reduce the
tax base of a rural Interior borough
if residents wanted one, according
to Will Mayo and Mike Walleri of
TCC, whotestified Tuesday as well.

Walleri said that, when the high
costs of doing business in rural
areas are considered, the per capi-
ta property tax base for Fairbanks
and a rural Interior borough are
roughly comparable.

But Sen. Steve Frank. R-
Fairbanks, and Rep. Mike Davis,
D-Fairbanks, said the Fairbanks
borough has more claim tothe area
than a proposed rural Interior ,
borough. Revenue issues aside, the/
socio-economic ties to the area Jus-
tify the Fairbanks annexation,
Frank said.

No one lives in the annexation
area but a few families and a school
are located just outside the prop-
osed boundaries. Davis, who repre-
sents the area, said residents of
Livengood and the Elliott Highway
don't want a borough, but it should

be the Fairbanks borough if one i
to be formed there.

"If it belongs someplace, it prot
ably belongs in the/Fairbank
North Star Borough,"'Davis said

Walleri said the area is more n.
ral In character than Fairbanks
He suggested that the Legislatur
defeat the annexation so the peopl
living near the area could be askec

Frank asked Walleri and May
why they raised the idea of a rurt
Interior borough for the first tim
at the same time the Fairbank
borough asked to annex the pum
station.

Walleri and Mayo said the Umin
was coincidental. Rural boroug
government has become muc
more palatable in the past vegj
since passage of the "1991 am™
ments" to the federal Alaska N
Uve Claims Settlement Act, May
said.

The amendments protect Nativ
corporation land from propert
taxes unless it is developed, h
said.

"Because of the 1991 amem
ments, it puts a whole new light ¢
borough government,” Mayo tan

"We need the UmO and that it th
major reason we are opposing U
annexation."”
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