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February 14, 1989

TO: Senator Al Adams
Representative Eileen MaclLean

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

This 1s 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.

iticized the Local Boundary Commission goal

As you remember, we cr

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 bil. without annexation
1.513 bil. with annexation

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

RANGE : 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)

13,400 (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) Xx2.25 x $83,430(per capita assessed value)=1.8

TCC #13,400 X 2.25 X $83,430 =2.7

PF #11,175 X 2.25 X$83,430 =2.08

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

Act.
2

excludes Delta-Greely study area except for village of Healy
Lake.

3
based on formula (b) AS. 29.45.080



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)

PERCENTAGE OF PER CAPITA VALUE (Statewide average)
Fairbanks with Annex = 71.1

Fairbanks w/o0 Annexation = 68.0

TCC Region w/0 Annexl1

%
per state
capita wide adj
idJ|

1.676.000.000(DCRA Value#)* 11,175 =150,000 204% 155 to 122%
1.428.000.000(TCC Value #) *11,175 = 128,000 175% 133 to 105%
1.513.000.000(DCRA/Value#)* 11,175 = 135,000 184% 140 to 110%
1.266.000.000(TCC/Value#) * 11,175 = 114,000 155% 115 to 93%

1 Using Permanent Fund Pop #"s Values rounded.

2 Adjustment Relative to Fairbanks per capita.
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FISCAL NOTE

REQUEST:
Revision Daw: ~ _ . Agency Affected: Department of Revenue
Title rDisapproving the Local HoutidiTy BRU: Oil and Gas Audit

Conun. recommendation ror annex. oT

LCAIY 16 Jim. HJU 3rat Duuyrigir
- * Bfnkjrey- nnd Adams___ Components:.
Requestor: X&Rfl

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES -0- -0 - -0- -u- r -u-
TRAVEL -0 - -U- -u - -u - -u-
CONTRACTUAL 0- 0- U u u-
SUPPLIES n- 0- -0- -0- -0-
EQUIPMENT -0- 0- -0- -0- -0-
LAND & STRUCTURES 0- 0- 0- u-
GRANTS, CLAIMS -n- 0- 0- Su -u-
MISCELLANEOUS 0- 5- u- -U- -u-
TOTAL OPERATING

CAPITAL -0- -0- -0- -0- o

REVENUE [1,981.2]

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 -0 -0 0
FEDERAL FUNDS “n5- -u- -0 -u- —u-
OTHER _& _8 _& _& _8
TOTAI, - - - - -
POSITIONS:

FULL-11Mh 0 - 0 0 0
PART-TIME -0 -n- -n- .0 i
TEMPORARY _n- _n- _ 0 _n-

ANALYSIS : (Aaach a separate page if necessary)

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 millrate of 12.243.

*Property valuation is projected to decline at a rate of 7™ per year. Declini

valuation will"reduce the estimated total dollar loss to the state.
Prepared by: -4L—D—iloi™. —«— Phone:. . 7.76-1163 —
Division : Oil and C-is Audit —  ceeeeeeee- jL-1— Date: . 2/J-12.8.2--—---—---—-—-—-

Approved by Commissioner: Hnph Mainno / J /- LAMMrrs-DR4R: 2/13/89
Agency: Dppprrmpnt- nf Rpvennr I/

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ics) A of



STEVE COWPER, GOVERNOR

LOCALBOUNDARY COMMISSION
949 EAS736TH AVENUE, SUITE 404

ANCHORAGE. ALAS
PHONE: (907) 561-8586

January 18, 1989

The Honorable Tim Kelly
President

Alaska State Senate

P.0. Box V

Juneau, Al< 99811

Dear Senator Kelly:

On behalf of the Alaska Local Boundary Commission | am pleased
to submit the enclosed recommendations vregarding annexation of
contiguous territory to the Kodiak Island Borough and the

Fairbanks North Star Borough.

Pursuant to Article X Section 12 of the State Constitution,

AS 44 _47_.567 and 29.06.040, these recommendations take
effect forty-five days from the date of their receipt or at the
end of the Session, whichever is first, unless disapproved by a

concurrent resolution of the House and Senate.

A full report of Local Boundary Commission activities for the

calendar year 1988 shall be submitted shortly. That report
will present not only an overview of formal Commission
activities for the year, but contemporary issues affecting the

Commission®"which will be of interest to the Legislature.

Commission members will meet with House and Senate Committees

on Community and Regional Affairs to discuss our
recommendations and report. The meeting is tentatively
scheduled for January 31, 1989. As we do every year, we look

forward to meeting with Committee members again this year.

Sincerely

Shelley”~Dugan v
Ac ting"IChairperson
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ANNEXATION TO THE KODIAK ISLAND BOROUGH
SUMMARY OF PROPOSED ANNEXATION

On October 14,1988, under the provisions of AS 29.06.040(b), the Kodiak Island Borough
submitted a petition for annexation of approximately 12,825square miles. The territory
was comprised of approximately 2,130 square miles of land and approximately 10,695
square miles of water.

On November 10,1988, voters in the adjacent Lake and Peninsula REAA petitioned for
the incorporation of a home rule borough encompassing an estimated 26,675 square
miles of land and waters offshore. Nearly all of the estimated 2,130square miles of land
and much of the waters sought for annexation by the Kodiak Island Borough were also
included in the area proposed for incorporation.

On December 2,3 and 4,1988, a series of public hearings were scheduled to be held by
the Commission in the communities of Kodiak, Iliamna, Port Heiden and Chignik Bay
concerning the proposed borough incorporation and the proposed annexation of a
portion of the same territory to the Kodiak Island Borough. Weather and technical
problems at two airports however, forced the Commission to conduct these meetings
via teleconference from Anchorage with all communities scheduled for hearings.

A decisional session was held December 4,1988 in Anchorage. The four participating
Commission members voted 3 to 1 to approve the annexation petition with amended
boundaries. The amended boundaries resulted in exclusion of that portion of the
Alaska Peninsula and waters offshore lying southwest of Cape Kilokak. The area
approved for annexation consists of that portion of the Alaska Peninsula which drains
into the mainland district of the Alaska Department of Fish and Game Kodiak Area
Salmon District (Cape Douglas to Cape Kilokak), Chirikof Island, the Semidi Islands
and the waters offshore of these lands (see Exhibit A). Much of the water area is
presently outside the boundaries of the State (and thus the potential jurisdiction of the
Borough). However, Borough officials an! cipate that actions contemplated by the
federal government may extend the jurisdiction of the State and the Borough in this
area.

FINDINGS OF FACT AND CONCLUSIONS OF LAW

In arriving at its findings, the LBC has considered documents and evidence including
but not limited to, the petition for annexation, accompanying brief, the reportand rec-
ommendation of the Department, and oral testimony provided during the series of
public hearings on December 2, 3 and 4. Because of the competing nature of the
annexation petition from the Kodiak Island Borough and the borough incorporation
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petition from the Lake and Peninsula area, the findings of fact and conclusions of law
listed below include consideration of the competing petition standards as well as other
standards for annexation and incorporation. For the sake of expediency, only those
standards satisfied by each petition are discussed. Ifthe standard is not mentioned, it
may be assumed that it was not met.

I. Under competing petitions standards, it is appropriate that those lands on the
Alaska Peninsula which drain into Shelikof Strait and the Pacific Ocean from the
Kenai Peninsula Borough boundaries to Cape Kilokak and the waters offshore be
included within the Kodiak Island Borough rather than the proposed Lake and
Peninsula Borough.

a. Ability to Serve the Territory in Question

The proposed Lake and Peninsula Borough would initially exercise only the powers of
education, planning and tax collection. As the need arose, the Borough could assume
other powers. The Kodiak Island Borough currently exercises (on an areawide or non-
areawide basis), the powers of solid waste collection and disposal and economic devel-
opment along with other required and discretionary powers.

The territory in question is unpopulated, therefore the need for services is greatly
limited. Both the Kodiak Island Borough and the proposed Lake and Peninsula
Borough would have the capacity to provide the required degree of planning, land use
regulation and tax collection and assessment.

However, the Kodiak Island Borough exercises the power of economic developmentby
engaging in commercial salmon enhancement activities within its boundaries. It is
estimated that 67 salmon streams exist in that portion of the Alaska Peninsula which
drains into the Alaska Department of Fish and Game Kodiak Area Salmon District
(within the contested area). Commercial harvests of salmon, herring, bottomfish and
shrimp in this district are carried out predominantly by residents of the Kodiak Island
Borough. Itis unlikely that the Lake and Peninsula Borough would spend funds for
salmon enhancement for the principal benefitof residents of an adjacentborough if this
area were included within its boundaries.

Further, the Kodiak Island Borough provides solid waste collection and disposal within
the City of Kodiak and the area outside of all other cities in the borough. The Borough
anticipates expansion of this service as a result of recently enacted federal legislation
known as MARPOL which was effective December 31,1988.

Given the service needs relating to economic development and solid waste collection
and disposal, the Commission found that the Kodiak Island Borough would be better
able to serve that portion of the Peninsula which drains into the Kodiak Area Salmon
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District and the waters offshore.
b. Importance of the Region to the Financial Viability of each Competing Entity

The contested area offers relatively little to either municipality in revenues from the
State Business Fisheries Tax. Fish processing may occur on floating bottomfish catcher/
processors, many of whom operate outside of the jurisdiction of the Siate. Thus the
potential for revenues to either borough from the State Business Fisheries Tax from this
activity would be limited.

The contested area is estimated by the Kodiak Island Borough to have a taxable value
of $5,110,000. That value represents approximately 1.2% of the total value of taxable
property within the Kodiak Island Borough. Given the currentlevy ofad valorem taxes,
the Kodiak Island Borough would generate $22,995 in revenues from the entire area
proposed for annexation. However, the portion of the area proposed for annexation
consisting of the land on the Peninsula which drains into the Kodiak Area Salmon
Districtis reported to be owned almost entirely by the State and Federal governments.
Itisbelieved that the Koniag Regional Corporation owns limited oil and gas subsurface
rights in the area around Wide Bay. The value of those rights, if any, is undetermined.
As such, the particular area in question has virtually no taxable value and would
provide the Kodiak Island Borough with no opportunity to generate property tax
revenues. The contested area represents an estimated 15.9% of the total property value
within the Lake and Peninsula Borough. However, that prospective borough does not
propose to levy aproperty tax. Therefore, the area meansno loss in potential ad valorem
taxes to the prospective Lake and Peninsula Borough.

The potential for revenues from amunicipal sales and use tax on commercial fishing in
the contested area ismore significant to the proposed Lake and Peninsula Borough than
to the Kodiak Island borough. Currently the Kodiak Island Borough levies no sales tax.
The proposed Lake and Peninsula Borough will levy a 1%sales and use tax. Although
the precise structure of the proposed sales and use tax is unknown at this time, the tax
could be levied at the point of sale of the fish as currently implemented by at least one
other borough in the state. The Alaska Department of Fish and Game in Kodiak has
reported that the 1988 value of salmon caught for the mainland of the Kodiak Manage-
ment Area (from Cape Douglas to Cape Kilokak) was $13,938,400. Noting that Lus was
an unusually large catch (30%-50% higher than the average poundage for the area) with
record prices, the Department of Community and Regional Affairs conservatively
estimated the value of the annual harvest of salmon in the area at $6,000,000. Since the
Kodiak Island Borough levies no sales and use tax, these fish offer no sales or use tax
revenues to it. However, since the Lake and Peninsula Borough will levy a 1%sales and
use tax, these salmon represent a potential $60,000 in annual revenues to the new
Borough. That amount represents 6.9% of the total local revenues for the Lake and
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Peninsula Borough. However, in relative terms of total revenues (local, state and
federal), the $60,000 amounts to only 0.8% of the income anticipated by the Borough in
FY 92.

Inrelative terms, the territory ismore important to the financial viability aXthe Lake and
Peninsula Borough than it is to the Kodiak Island Borough. The potential revenues
generated within the area represent 6.9% of the locally generated revenues of the Lake
and Peninsula Borough and only 1.2% (0% in the area which drains into the Kodiak Area
Salmon District) of the locally generated revenues of the Kodiak Island Borough.

However, in absolute terms the importance of the contested area to the financial
viability of each of the competing entities is much different. At most, there would be an
estimated annual loss of $60,000 to the Lake and Peninsula Borough if the area were
included within the Kodiak Island Borough. The loss to the Kodiak Island Borough
would represent a maximum annual loss of $22,995. The loss of such funds to either
entity would not render either one infeasible. Therefore, while the Commission found
that in relative terms the area is more important financially to the Lake and Peninsula
Borough, the level of funding involved is so small (less than 1% of the projected FY 92
budget of the Lake and Peninsula Borough) that this factor was given minimal
consideration in judging the competing interests.

c. Satisfaction of Standards for Annexation and Incorporation.

Of the many standards which apply to incorporation and annexation proposals, the
principal ones of interest here which have not yet been examined relate to the social,
cultural and economic interrelationship between the populations of each competing
entity within the area in question and how this area conforms to the natural geography
of the area encompassed by the competing entities.

Those lands on the Alaska Peninsula which drain into Shelikof Strait and the Pacific
Ocean ranging from the Kenai Peninsula Borough boundaries to Cape Kilokak and the
waters offshore are of vital economic importance to the residents of the Kodiak Island
Borough. As noted earlier, the waters in this area comprise the Kodiak Area Salmon
District (Mainland District). The area also includes most, but not all of the Kodiak
Shellfish District. Commercial harvests of salmon, herring, bottomfish, shrimp and
crab in these waters are carried out predominantly by residents of the Kodiak Island
Borough. Kodiak area fishermen also use the uplands for storage of fishing gear. If the
area were included within the proposed Lake and Peninsula Borough, itis unlikely that
sales and use taxes levied in the area in question by that government would be used to
support services and facilities available to those paying the tax in that particular area.
In other boroughs (notably the Aleutians East Borough and the Bristol Bay Borough)
those who pav *uxes on fish caught in those respective regions also use the public
facilities and services located in those areas.
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To divide the Shelikof Strait so the waters are located within two separate boroughs
would likely create problems in the management of the area. Difficulties in the enforce-
ment of municipal tax levies and the management of natural resources (particularly
commercial fishing) are likely to result.

Cultural and historical ties to the territory in question exist for the areas within the
Kodiak Island Borough as well as the Lake and Peninsula Borough. Based on testimony
and documents submitted to the Commission, the strength of these ties appears to be
equal if not greater for the Kodiak Island Borough.

The area in question is also more geographically related to the Kodiak Island Borough
than to the proposed Lake and Peninsula Borough. The Aleutian Range on the Alaska
Peninsula, which determines river drainage patterns, serves as a natural topographical
divider for those rivers that drain into She! ’kof Strait. The Straitin turn unites the rivers
on Kodiak Island with these same rivers as a common drainage basin.

The Commission found that the appropriate standards for annexation and incorpora-
tion support the inclusion into the Kodiak Island Borough of those lands on the Alaska
Peninsula which drain into Shelikof Straitand the Pacific Ocean ranging from the Kenai
Peninsula Borough boundaries to Cape Kilokak and the waters offshore. Further ref-
erences to the territory considered for annexation include the territory described in this
section plus those areas proposed for annexation to the Kodiak Island Borough which
do not overlap the territory proposed for incorporation by the Lake and Peninsula
Borough.

I1. The territory considered forannexation is in need of municipal services which the
Borough can provide more efficiently than another municipality or the State

As previously noted, much of the contested area is in need of planning, economic
development and solid waste collection and disposal services which can best be
provided by the Kodiak Island Borough. The facts vhich supported that conclusion
also support the conclusion that the entire area consic 'red for annexation is in need of
municipal services which the Kodiak Island Borough can provide most efficiently.

I11. There is areasonable likelihood that future growth and development will occur

within the territory considered for annexation and that annexation of that territory
will enable the Borough to plan for and control that development

Kodiak Island Borough officials testified that there is potential for development of
mineral, oil and gas and fishing activities in the area considered for annexation. The
petitioner has observed that mineral exploration continues to take place in the area
considered for annexation. Oil and gas lease sale #114 is scheduled to be held by the
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Federal governmentin September of 1990. Both activities have the potential for resource
development and attendant impact on the area considered for annexation.

The petitioner has observed growth in the number of offshore floating processors in this
area. While the actual number of fish processors will certamly fluctuate with the fish
harvest, the petitioner observes that it is likely the area will see added growth in the use
of offshore processors since itis also likely that larger and more varied fish harvests will
be experienced in the future.

Finally, officials of the Kodiak Island Borough have testified that the Federal govern-
ment has prepared and carried out plans for the management of lands in the area
considered for annexation without regard to their concerns. Annexation of the area will
allow more extensive and influential input from the borough on the use and manage-
ment of these lands.

IV. The annexation is otherwise necessary to accomplish a valid public purpose

The Kodiak Island Borough noted that the number of offshore processors, which
typically operate with self-contained out-of-state crews, has increased substantially in
recentyears. The petitioner contends that these processors have attracted the fish which
would normally be delivered to on-shore facilities, thus denying the Borough the
proportionate amount of raw fish tax revenues as well as its residents the dollars that
would normally be dispersed into the local economy. The economic welfare of the
region is thus negatively affected. Annexation of the area in question would mitigate
these negative effects.

V. The Kodiak Island Borough is capable of and willing to extend areawide and non-
areawide services to the area considered for annexation

As indicated earlier, the need for services in the area considered for annexation is
limited. The extension of areawide and non-areawide services to this territory would
require little expenditure by the Borough. The Kodiak Island Borough appears willing
and capable of serving the contested area.

VI. The Kodiak Island Borough, with the addition of the area considered for
annexation, still satisfies the standards for incorporation of aborough as required by
19AAC 10.220

A. The population within the expanded boundaries of the borough remains interre-
lated and integrated as to its social, cultural, and economic activities. The area
proposed for annexation is uninhabited. However, as noted earlier there are strong
social, cultural and economic ties between the area considered for annexation and the
population of the Borough.
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B. The population within the expanded boundaries of the borough remains large and
staole enough to support borough government. Again, since the area considered for
annexation isuninhabited, thesize and stability of the Borough's population would not
be affected by the annexation.

C. The expanded boundaries of the borough still conform generally to natural geog-
raphy and include all areas necessary for full development of municipal services. With
the annexation, the Borough's boundaries would follow the natural geography of the
region.

D. The economy of the expanded borough still includes the human and financial
resources capable of providing municipal services. Again, because there is no popula-
tion change, the annexation would have no effecton the human resources of the Kodiak
Island Borough. Any impact on the financial resources of the Borough would be
positive.

E. The land, water and air transportation facilities of the expanded borough still allow
the communication and exchange necessary for the development of integrated bor-
ough government. This annexation will not affect the ability of residents of the Kodiak
Island Borough to communicate and interrelate.

LBC DECISION AND RECOMMENDATION

Based upon the findings of fact and conclusions of law summarized herein, the
proposed annexation of approximately 12,825 square miles of territory to the Kodiak
Island Borough does not, in its entirety, satisfy the applicable requirements of State
statute and regulation regarding annexation of contiguous and competing territory to
aborough. However, there is an approximate 12,343 square mile area which has been
found to satisfy these requirements.

THEREFORE, the Commission ordered the amendment of the petition to include: 1
(with respect to the area in competition involving the proposed Lake and Peninsula
Borough) only those lands on the Alaska Peninsula which drain into Shelikof Strait and
the Pacific Ocean from the Kenai Peninsula Borough Boundaries to Cape Kilokak and
the waters offshore; and 2. all other territory sought for annexation by the Kodiak Island
Borough.

IN ACCORDANCE WITH THE PROVISIONS OF/ RTICLE X, SECTION 12 OF THE
STATE CONSTITUTION, the Commission hereby recommends to the First Session of
the Sixteenth Legislature, the annexation of the territory described herein. The resulting
boundary description of the Kodiak Island Borough reads as follows:
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Beginningat Cape Douglas on the westside of Cook Inlet at the NE Corner
of protracted Section 27, Township 15 South, Range 24 West, Seward Me-
ridian (S.M.); thence west to the NE Corner of protracted Section 29,
Township 15 South, Range 26 West, S.M.; thence south to the SE Corner
of protracted Section 32, Township 16 South, Range 26 West, S.M.; thence
west to the NE Corner of protracted Section 1, Township 17 South, Range
28 West, S.M.; thence south to the SE Corner of protracted Section 36,
Township 17 Sou <h, Range 28 West, S.M.; thence west to the NE Corner
of protracted Section 1, Township 18 South, Range 31 West, S.M.; thence
south to the SE Corner of Section 1, Township 20 South, Range 31 West,
S.M,; thence west to the NW Corner of protracted Section 11, Township
20 South, Range 31 West; S.M.; thence south to the SW Corner of pro-
tracted Section 23, Township 20 South, Range 31 West; S.M.; thence west
to the NW Comer of protracted Section 29, Township 20 South, Range 31
West; S.M.; thence south to the SW Corner of protracted Section 32,
Township 20 South, Range 31 West, S.M.; thence west to the NW Corner
of Section 2, Township 21 South, Range 32 West; S.M.; thence south to the
SW Comer of protracted Section 11, Township 21 South, Range 32 West
S.M,; thence west to the NW Corner of protracted Section 18, Township
21 South, Range 32 West, S.M.; thence south to the SW Corner of pro-
tracted Section 19, Township 21 South, Range 32 West, S.M.; thence west
to the NW Corner of protracted Section 30, Township 21 South, Range 33
West, S.M.; thence south to the SW Comer of protracted Section 31,
Township 21 South, Range 33 West, S.M.; thence west to the NW Corner
of protracted Section 5, Township 22 South, Range 34 West, S.M.; thence
south to the SW Comer of protracted Section 5, Township 22 South, Range
34 West, S.M.; thence west to the NW Corner of Section 9, Township 22
South, Range 35 West, S.M.; thence south to the SW Corner of Section 16,
Township 22 South, Range 35 West, S.M.; thence west to the NW Corner
of Section 19, Township 22 South, Range 35West, S.M.; thence south to the
SW Corner of Section 30, Township 22 South, Range 35 West, S.M.; thence
west to the NW Corner of Section 31, Township 22 South, Range 36 West,
S.M.; thence south to the SW Corner of protracted Section 7, Township 23
South, Range 36 West, S.M.; thence west to the NW Corner of Section 16,
Township 23 South, Range 37 West, S.M.; thence south to the SW Corner
of protracted Section 9, Township 24 South, Range 37 West, S.M.; thcnee
east to the SF Corner of protracted Section 10, Township 24 South, Range
37 West, S.M.; thence south to the NE Corner of protracted Section 11,
Township 25 South, Range 37 West, S.M.; thence west to the NW Corner
of protracted Section 10, Township 25 South, Range 37 West, S.M.; thence
south to the NE Corner of protracted Section 4, Township 27South, Range
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37 West, SAL; thence west to the NW Corner of protracted Section 1,
Township 27 South, Range 38 West, S.M.; thence south to the NE Corner
of protracted Section 23, Township 27 South, Range 38 West, S.M.; thence
west to the NW Corner of protracted Section 21, Township 27 South,
Range 38 West, S.M.; thence south to the NE Corner of protracted Section
32, Township 27 South, Range 38 West, S.M.; thence west to the NW
Comer of protracted Section 33, Township 27 South, Range 39 West, S.M.;
thence south to the NE Coiner of protracted Section 20, Township 28
South, Range 39 West, S.M.; thence west to the NW Corner of protracted
Section 19, Township 28 South, Range 39 West, S.M.; thence south to the
SW Corner of protracted Section 31, Township 28 South, Range 39 West,
S.M.; thence west to the NW Corner of protracted Section 3, Township 29
South, Range 40 West, S.M.; thence south to the NE Corner of protracted
Section 16, Township 29 South, Range 40 West, S.M.; thence west to the
NW Comer of protracted Section 14, Township 29 South, Range 41 West,
S.M.; thence south to the SW Corner of protracted Section 26, Township
29 South, Range 41 West, S.M.; thence east to the SE Corner of protracted
Section 25, Township 29 South, Range 41 West, S.M.; thence south to the
SW Comer of protracted Section 31, Township 29 South, Range 40 West,
S.M,; thence east to the SE Comer of protracted Section 31, Township 29
South, Range 40 West, S.M.; thence south to the SW Corner of protracted
Section 5, Township 30 South, Range 40 West, S.M.; thence west to the NW
Comer of protracted Section 12, Township 30 South, Range41 West, S.M.;
thence south to the SW Corner of protracted Section 12, Township 30
South, Range 41 West, S.M.; thence west to the NW Corner of protracted
Section 14, Township 30 South, Range 41 West, S.M.; thence south to the
SW Comer ot protracted Section 14, Township 30 South, Range 41 West,
S.M.; thence west to the NW Corner of protracted Section 22, Township
30 South, Range 41 West, S.M.; thence south to the SW Corner of pro-
tracted Section 22, Township 30 South, Range 41 West, S.M.; thence west
to the NE corner of protracted Section 29, Township 30 South, Range 41
West, S.M.; thence north to the NE Corner of protracted Section 8,
Township 30 South, Range 41 West, S.M,; thence west to the NW Corner
of protracted Section 7, Township 30 Soi.ch, Range 41 West, S.M.; thence
south to the SW Corner of protracted Section 7, Township 30 South, Range
41 West, S.M.; thence west to the NW Comer of protracted Section 14,
Township 30 South, Range 42 West, S.M.; thence south to the NE Corner
of protracted Section 27, Township 30 South, Range 42 West, S.M.; thence
west to the NW Corner of protracted Section 27, Township 30 South,
Range 42 West, S.M.; thence south to the NE Corner of protracted Section
33, Township 30 South, Range 42 West, S.M.; thence west to the NW
Comer of protracted Section 33, Township 30 South, Range 42 West, S.M,;
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thence south to the NW Corner of protracted Section 9, Township 31
South, Range 42 West, S.M.; thence west to the SE Comer of protracted
Section 2, Township 37 South, Range 43 West, S.M.; thence north to the NE
Comer of protracted Secibn 2, Township 31 South, Range 43 West, S.M.;
thence west to the NW Comer vfprotracted Section 1, Township 31 South,
Range 44 West, S.M.; thence south to the NE Corner of protracted Section
14, Township 31 South, Range 44 West, S.M.; thence west to the NW
Comer of protracted Section 14, Township 31 South, Range 44 West, S.M,;
thence south to the NE Comer of protracted Section 22, Township 31
South, Range 44 West, S.M.; thence west to the NW Corner of protracted
Section 21, Township 31 South, Range 44 West, S.M.; thence south to the
NE Corner of protracted Section 5, Township 32 South, Range 44 West,
S.M.; thence west to the NW Comer of protracted Section 6, Township 32
South, Range 44 West, S.M.; thence south to the NE Corner of protracted
Section 36, Township 32 South, Range 45 West, S.M.; thence west to the
NW Comer of orotracted Section 35, Township 32 South, Range 45 West,
S.M,; thence south to the SW Corner of protracted Section 35, Township
32 South, Range 45 West, S.M.; thence east to the NW Corner of protracted
Section 4, Township 33 South, Range 45 West, S.M.; thence south to the NE
Comer of protracted Section 8, Township 33 South, Range 45 West, S.M.;
thence west to the NW Corner of protracted Section 12, Township 33
South, Range 46 West, S.M.; thence south to the NE Corner of orotracted
Section 26, Township 33 South, Range 46 West, S.M.; them  -:st to the
NW Corner of protracted Section 27, Township 33 South, Range 46 West,
S.M.; thence south to the NE Corner of protracted Section 16, Township
34 South, Range 46 West, S.M.; thence west to the NW Corner of pro-
tracted Section 18, Township 34 South, Range 46 West, S.M.; thence south
to the SW Corner of protracted Section 6, Township 35 South, Range 46
West, S.M.; thence east to Cape Kilokak on the Pacific Ocean; thence due
South to a point at 56° 45' North Latitude, 156° 19 43" West Longitude;
thence southwesterly to 56° 16' 10" North Latitude, 157°07' 40" West Lon-
gitude; thence southeasterly to a point that is three geographical miles
seaward from the Pacific Coast of South Island in the Semidi Islands;
thence southeasterly to a point that is three geographical miles seaward
from the Pacific Coast of Chirikof Island; thence northeasterly to a point
that is three geographical miles seaward from the Pacific Coast of Cape
Sitkinak; thence continuing northerly along a line that is three geographi-
cal miles seaward from the Pacific Coast of Sitkinak, Geese, Two Headed,
Sitkalidak, Ugak, Woody, Kodiak, Spruce, Marmot, Afognak and Shuyak
Islands; thence north to the point of intersection with a point that is three
geographical miles east of the easternmost point of East Amatuli Island;
thence northeasterly to the SE Corner of protracted Section 31, Township
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I? South, Range 14 West, S.M., adjoining the southern boundary of the
Kenai Peninsula Borough; thence southwes. rly continuing along said
boundary to 59° 02' North Latitude, 153°West Longitude; thence south
alongsaid boundary to the NE Corner of protracted Section 27, Township
15 South, Range 25 West, S.M., at Cape Douglas, the point of beginning.

With respect to the water areas, the boundaries of the Kodiak Island
Borough extend to the limits of theState's jurisdiction under AS44.03.010.
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ANNEXATION TO THE FAIRBANKS NORTH STAR BOROUGH
SUMMARY OF PROPOSED ANNEXATION

On September 28,1988, the Fairbanks North Star Borough submitted a petition for the
annexation of approximately 216 square miles of territory (see Exhibit B). The Local
Boundary Commission conducted a hearing on this matter in Fairbanks on November
18,1988. Because of a conflict of interest, Commission Chair, C. B. Beu' *vvorth, abstained
from participating in any of the proceedings related to this matter. A decisional session
was held on December 2,1988. During that meeting the Commission voted 3 to 1to
approve the petition withoutamendment. The dissenting Commission member issued
a minority opinion which follows the body of this recommendation.

FINDINGS OF FACT AND CONCLUSIONS OF LAW

In arriving at its findings, the LBC has considered documents and evidence including
but not limited to, the petition for annexation, accompanying brief, and the reportand
recommendation of the Department of Community and Regional Affairs. For the sake
of expediency, only those standards satisfied by the petition are discussed. If the
standard is not mentioned, ii may be assumed that it was not met.

I. Based upon the following faces, the Commissionhas concluded that the annexation
IS necessary to accomplish a valid public purpose in satisfaction of the standard for
annexation set out in 19 AAC 10.190(a)(8).

a. Annexation Would Enhance the Tax Base of the Borough.

The Fairbanks North Star Borough's tax base is relatively weak. In January, 1988, the
Department of Community and Regional Affairs published a report showing that the
values of taxable property in the Borough (measured as value per student) were 14.9%
below the average of all of the existing boroughs in the state (excluding the North Slope
Borough whose value is disproportionally high).

Presently, the Fairbanks North Star Borough levies an areawide tax on rp?! property
(personal property is exempted) of 1L178mills and an additional 1.065 mills for services
outside cities (non-areawide). The areawide taxes are used to support education,
planning, taxassessment and collection, and general administration. Initscurrent fiscal
year, approximately 73% of the areawide taxes will be spent in direct support of
education within the Borough. The non-areawide taxes are used to supportemergency
services, economic development and solid waste disposal.

The efforts of the Borough to support its local services compares favorably with the
majority of other municipalities in Alaska as demonstrated by its mill rate equivalent.

V. J
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The mill rate equivalent of the Borough (combined areawide and non-areawide) is
greater than 58% of the citiesand boroughs which received State Revenue Sharing in the
most recent fiscal year. The greater tax effort of the Borough can be attributed in large
measure to its relatively weak tax base.

The taxable territory proposed for annexation is comprised of an estimated 16 miles of
the Tans-Alaska Oil Pipeline and Pump Station Number 7. Annexation of this area
would increase the value oftaxable property in the Borough by an estimated $162,600,000.
This would raise the total value of taxable property of the Borough by 5.2% to
$3,292,754,477.

While the annexation would provide financial benefits to the Borough, its tax base
would still remain below the average of other boroughs. Adjusting the figures in the
Department of Community and Regional Affairs' 1988 report to reflect the annexation
would still leave the Borough nearly 12% below hat of the average of all existing
boroughs (excluding the North Slope Borough).

b. Tne Annexation Represents Sound Public Policy.

In the debate regarding this proposal, attention was focussed on the policy questions
inherent in this annexation. The issues centered on the merits of an annexation which
would imt osa virtually no additional service requirements on the Borough but would
increase its annual revenues by as much as $2 million. These revenues would be gained
at the direct expense of the State since taxes levied by the Borough against the pipeline
facilities would be applied as a credit to the taxes currently levied by the State. In
response to these concerns, the Commission has concluded the following.

1 Financial Gain to the Borough is Not Excessive or Unwarranted.

With approval of the annexation, the Borough could begin taxing property in the
annexed area in 1990. At the present value and current rates of taxation the Borough
would collect $1,990,712 from the area each year. This increase in revenues, however,
would be offset substantially by a reduction in the level of funds received by the
Borough under the State Education Foundation Program beginning in 1992. Based on
the present value of the property in the area proposed for annexation, that reduction
would amount to $650,400 annually (the equivalent of a 4 mill tax on the property),
leaving a net increase of $1,340,312. While that figure remains substantial, its relative
impact to the Fairbanks North Star Borough is not. That is, the Borough is the second
most populous municipality in the state. Viewed in this light, the net revenues
(following the adjustment to the foundation formula) amount to only $17.85 per capita.

At the present value and the current rates of taxation, the total revenues which would
be collected by the Borough from taxes levied on the pipeline property facilities
(existing boundaries plus area proposed for annexation) would amount to $8,585,463.
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The value of the pipeline property within the Borough would, however, reduce its level
ofannual funding under the State Education Foundation Program by $2,805,019. Thus,
the net effectis an annual gain in revenues of $5,780,444 from taxes on the pipeline. This
amounts to $76.99 per capita.

The revenue characteristics of the proposed annexation are in no sense extreme. Many
municipalities receive per capita revenues from non-local sources unique to their area
which are equal to or greater than the net $76.99 per capita. Some examples include: the
North Slope Borough - $27,198 per capita (1987 taxes on oil and gas facilities under AS
43.56); the City of Valdez - $6,649 per capita ($6,604 from 1987 taxes on oil and gas
facilities under AS 43.56 and $45 from State shared raw fish taxes); City of Chignik $2,183
per capita (FY 88 State shared raw fish taxes); City of Akutan - $1,374 per capita (FY 88
State shared raw fish taxes); and the Bristol Bay Borough - $1,062 per capita (FY 88 State
shared raw fish taxes.) Infact, more than 30% of the municipalities which received State
shared raw fish taxes in FY 88 received per capita revenues of $77 or more.

2. Approval of this Annexation is Not Inconsistent with the Commission's Statement on
Borough Government in Alaska.

The Lo:al Boundary Commission advocates a reassessment of State financial aid to
municipalities in an effort to provide for greater equity to all municipalities. The
Commission's position on this matter is addressed in its Statement on Borough Govern-
ment in Alaska which was adopted on December 2,1988.

Approval of this annexation has been viewed as being inconsistent with the call forare-
examination of the currentstructure of financial aid to municipalities. Itis argued that
this annexation is tantamount to piecemeal assistance which exacerbates the inequities. It
has been further argued that the annexation will diminish the incentive on the part of
the Fairbanks area legislators to deal with the matter.

The Commission has rejected these arguments. This annexation isnotinconsistent with
its Statement on Borough Government in Alaska. In point of fact, the Commission adopted
this statement at the same meeting that it approved the annexation to the Fairbanks
North Star Borough.

The Fairbanks North Star Borough has a legitimate need to enhance its tax base.
Certainly this Commission would view differently an annexation proposal of this
nature by amunicipality whose tax base was greater than the average of other boroughs.
However, while the annexation enhances the tax base of the Borough, the Borough will
continue to have a relatively weak tax base even after the annexation. As stated
previously, the Borough's tax base is presently 14.9%below theaverage of otherexisting
boroughs. Itwill remain 12% below that average after the annexation. Thus, there will
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conti ue to be a strong incentive for the Borough and Fairbanks area legislators to
support the re-examination of financial aid to municipalities to provide greater equity.

3. The Proposed Annexation Would Not Diminish the Viability of a Potential Borough
in the Adjacent Region.

The territory proposed for annexation is presently located within the Yukon Flats
Regional Educational Attendance Area (REAA). At the beginning of this year, the
Department of Community and Regional Affairs reported that the Yukon Flats REAA
had the greatest level of taxable property ofany unincorporated region of the state. The
value of taxable property in that region (measured as value per student) was reported
to be in excess of 5 times that of the average of all of the existing boroughs in the state
(even excluding the North Slope Borough whose value is disproportionally high).

Adjusting the figures in that report to account for the value of the pipeline property,
approval of the area proposed for annexation would still leave the Yukon Flats REAA
with a level of taxable property per student second only to the North Slope Borough.
The value of taxable property would remain more than five times that of the average of
existing bo:.ughs (again, exclusive of the North Slope Borough).

Further, the value of property in the Yukon Flats region is so great that State law (AS
29.45.090) would preclude aborough in that region from taxing all of the property. The
law would limit the authority ofaborough there to tax no more than $311,047,897 of the
property (225% of thestatewide per capita assessed full and true value multiplied by the
population of the borough). Recent estimates place the value of property in that region
at $805,000,000. Even if the subject annexation were to occur, the area would have
$642,400,000. This is more than twice as much property as it could legally tax under the
law. Thus, itis concluded that the annexation would not adversely affect the viability
of a borough in the adjacent region.

4. There Is Precedent for the Expansion of Borough Boundaries to Enhance Revenues
of a Borough.

While attempts to expand the perimeter of boroughs in Alaska on any basis have been
rare, there is precedence for the type ofannexation being sought by the Fairbanks North
Star Borough. In 1974, the Commission approved an annexation of 221 square miles of
land and 96 square miles of water to the Haines Borough. The purpose of the annexation
appears to have been principally to enhance the revenues of that borough.

The Haines Borough was at the time, and remains today, disadvantaged by arelatively
low tax base. Tire present extent of this disadvan tage exceeds that even of the Fairbanks
North Star Borough. The Department of Community and Regional Affairs noted in its
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January,1988, study that the full and true value of taxable property in the Haines
Borough was found to be 35.7% below the average (again, excluding th? North Slope
Borough;.

In the report of the Local Boundary Commission submitted to the 1975 legislature, the
following was noted with recpect to the proposed annexation to the Haines Borough
(emphasis added):

WHEREAS, the territory sought to be annexed by the Haines Borough
meets the standards for annexation in that the territory will be subject to
future growth and development and annexation will enable the Borough
to assist in and receive benefits from that development; and

WHEREAS, annexation of the territory would allow the Haines Borough
to more fully meet standards for formation of aborough in that the new
boundaries established would more closely approximate natural geogra-
phy, altering the geographical southern boundary of the Haines Borough,
an arbitrary line extending eastand westbisecting the Chilkat Peninsula,
a natural geof raphic part of the Haines Borough; and

WHEREAS, the Haines Borough is being denied certain revenues (spe-
cifically, raw fish taxes and stumpage fees) to which it, as the regional
entity responsible for governmental services, is rightfully entitled ...

With respect to the first Whereas clause, it should be noted that the Haines Borough is
(and always has been) a third class borough. As such, it is not obligated by law to
provide planning, platting and zoning, nor does itdoso onavoluntary basis. Therefore,
itis concluded that the findings of the Commission concerning the possibility ofgrowth
and developmentin the area then proposed tobe annexed to the Haines Borough cannot
be construed as satisfying the standard presently setout in 19 AAC 10.190 (a)(4). This
standard provides that there isareasonable likelihood thatfuture growth and development will
occur within the territory and annexation of the territory will enable the organized borouvh to
plan for and control that development.

The need for services in the area proposed for annexation to the Haines Borough was
limited in 1974 and remains so today. The only services presently provided to the area
are tax assessment/collection and education. With respect to the latter, the Haines
Borough does not provide a school in the territory annexed in 1974/1975, but offers
education through correspondence. According to a Borough official, in thepast thcrehas
typically been one or more students in the area annexed in 1974/1975 who have enrolled in the
Borough's correspondence program. However, this year, all of the students in that area have
either elected touse the State correspondenceeducation program (bypassing the Borough) nrhave
made arrangements for private schooling.

V J
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Yet, for FY 87 the Haines Borough received $166,894.87 in State-shared raw fish taxes.
The vast majority of these revenues were generated in the area annexed in 1974/1975.
In fact, according to the Alaska Department o= Fish and Game, 99.6% of the ex-vessel
value of fisheries landed at shore-based processors in the Haines Borough in 1987 were
landed in the area annexed in 1974/1975 ($3,915,831 of $3,930,180). The FY 87 State
shared raw fish tax revenues paid to the Haines Borough amount to $83.82 per resident
(compared to $76.99 in net post annexation pipeline taxes for the Fairbanks North Star
Borough). Inaddition, the 1974/1975 annexation involved an estimated 141,440 acres
of the Tongass National Forest. Consequently, < eentitlement of the Haines Borough
to funds under the National Forest Receipts program was increased annually by an
estimated 50%. The average annual payment received by the Haines Borough under
the National Forest Receip tsprogram during Federal fiscal years 1982 -1986 amounted
t0$81,677, or $41.02 per capita. Together, the FY87State-shared fish taxes and the 1982-
1986 average annual National Forest Receipts program payment generated $124.84 per
capita for the Haines Borough. Most of those revenues were generated as a direct
consequence of the 1974/1975 annexation.

5. Without Other Supporting Circumstances, Revenue Enhancement Alone May Not
Justify the Expansion of the Boundaries of a Borough.

The action of the Commission in the Haines Borough annexation was further supported
by the fact that the proposed boundary change helped to perfect the boundaries of the
Haines Borough in terms of conformance to natural geography. Prior to the annexation,
the southern boundary of the Borough was an arbitrary east-west line. The annexation
extended the southern boundary to encompass the end of the Chilkat Peninsula.

This is not to say that the Haines Borough annexation provided optimum or perfect
boundaries for the Borough, but rather itimproved the prior boundaries. Indeed, three
years later the Commission authorized another annexation to the Haines Borough (a
former military reservation). Even today, the Commission recognizes the existence of
an apparent need to modify the boundaries of the Haines Borough due to the fact that
Klukwan exists as an enclave within the Borough.

In the case of the Fairbanks North Star Borough, the annexation is supported by social,
cultural and economic ties between the territory proposed for annexation and the rest
of the region. The majority of the workers at Pump Station #7 are believed to be
residents of the Borough. Th;1Pump Station is located approximately 10 miles north
of the present boundaries of the Borough. The area and the borough are connected by
a modern highway.

As in the case of Haines, the Commission does not believe that the proposed post-
annexation boundaries of the Fairbanks North Star Borough are necessarily optimum
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or perfect boundaries. However, the proposed annexation will help to perfect the
boundaries under two important considerations. The first (from a financial standpoint)
furthers the satisfaction of the borough incorporation standard that requires tre-
boundaries of the borough to include all areas necessaryfor full development of municipal
services and that the economy of the area includes the human andfinancial resources capable
of providing municipal services (AS 29.05.031(@)(2) and (3). The second furthers the
satisfaction of borough incorporation standards in terms of the social and economic ties
of the area to Fairbanks (AS 29.05.031(1)).

Il. Based upon the following facts, the Commission has concluded that the post-
annexation boundaries of the Fairbanks North Star Borough still conform to the
standards for formation of a borough as required by 19 AAC 10.220.

a. The population within the expanded boundaries ofthe borough remains interrelated
and integrated as to its social, cultural, and economic activities.

The area proposed for annexation is uninhabited. However, an estimated 36 workers
are employed at an industrial facility located in the area. The majority of these workers
are believed to reside within the boundaries of the Borough. As noted previously, there
are strong social, cultural and economic ties between the area proposed for annexation
and the population of the Borough.

b. The population within the expanded boundaries of the Borough remains large and
stable enough to support borough government.

Again, since the area considered for annexation is uninhabited, the size and stability of
the Borough's population would not be affected by the annexation.

c. The expanded boundaries of the Borough still conform generally to natural geogra-
phy and include all areas necessary for full development of municipal services.

The existing boundaries of the Borough in the area adjacent to the territory proposed for
annexation follow township and range lines. This annexation would simply extend
those lines twelve miles to the north and eighteen miles to the east.

Inpreparing the petition for the subject annexation, several alternative boundaries were
considered by the Assembly of the Fairbanks North Star Borough. These ranged from
the subject proposal approved by the Commission, toa much larger area encompassing
the historic interests of the Fairbanks region. The latter follows the Yukon River along
the north (from Tanana lying 100 miles west of the existing boundaries to the Canadian
border lying 85 miles east of the existing boundaries) and follows the Alaska Range
along the south.
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After careful consideration, the Fairbanks North Star Borough Assembly selected the
boundaries of the subject proposal. The petitioner's representative has indicated that
it was dear the members (ofthe Assembly) did not want to includeareas ofexisting concentrated
or organized populations such as Livengood or Delta.

The Commission did not conclude that the proposed annexation would necessarily
establish optimum boundaries for the Borough. However, given the presentstructure for
the delivery ofregional services throughout the state (as discussed in the Commission's
Statement on Borough Government in Alaska), the Assembly's position to avoid populated
areas is understandable. If the Borough had attempted to annex populated areas, op-
position to the proposal would likely have been much more formidable. In such an
event, the chances of success would likely have been diminished.

Thus, given the evidence before the Commission, it appears that the boundaries of the
annexation proposal are reasonable. If this region (the existing Borough and the area
proposed for annexation) were incorporating today for the first time, the Commission
would find the boundaries to be appropriate. With the annexation, the Commission has
found that the Borough's boundaries would generally follow the natural geography of
the region to the extent of other organized boroughs.

d. The economy of the expanded borough still includes the human and financial
resources capable of providing municipal services.

Again, because there is no population change, the annexation would have no effect on
the human resources of the Borough. With respect to financial resources, this annexa-
tion would obviously enhance the extent to which the Borough meets this standard.

e. The land, water and air transportation facilities of the expanded borough still allow
the communication and exchange necessary for the developmentofintegrated borough
government.

This annexation will not affect the ability of residents of the Fairbanks North Star
Borough to communicate and interrelate. Therefore, this standard is considered to be
satisfied.

I11. Based upon the following facts, the Commission has concluded that the territory
is inlimited need of municipal services which the Fairbanks North Star Borough can
provide more efficiently than another municipality or the Stale. This conclusion
satisfies the standard for annexation set out in 19 AAC 10.190(a)(3).

The Fairbanks North Star Borough exercises the following powers on an areawide or
non-areawide basis: education, planning, platting, zoning, elections, assessment and
collection of taxes, emergency medical services, parks and recreation, animal control,
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libraries, air quality control, solid waste disposal, flood control (Chena River only),
economic development, and transportation.

According to the Fairbanks North Star Borough, all six townships (216 square wiles) are
either State tentative approved orare conveyed to the State. Thereappear to beabout threedozen
40 acre witting claims (and) about three orfour U.S. Surveys which would indicate homesites,
homesteads or another private interest. Assuming there were four U.S. Surveys, each
comprised of 40 acres, these (along with the mining claims) would total approximately
1,600 acres or 1.2% of the total area proposed for annexation. Tire area also includes the
right-of-way tor the Trans-Alaska Oil Pipeline. Approximately 16 miles of the pipeline
and Pump Station Number 7 are located in this area. Together, these facilities are
estimated to have a taxable value of $162,600,000.

The Fairbanks North Star Borough testified that the area proposed for annexation is
uninhabited. However, there are an estimated 36 individuals employed at Pump
Station Number 7. Given the characteristics of the region, the demand for services is
limited. However, ifa fire or medical emergency were to occur at the pump station
which would be beyond the resources of the station personnel to control, the Fairbanks
North Star Borough would provide emergency assistance.

Even though the Commission has found that there is limited need for services in this
case, the Commission notes that inclusion of uninhabited areas which have little or no
need for services is not uncommon in other boroughs. Boroughs are regional govern-
ments which must rely on regional resources (often found in uninhabited areas) to help
support the delivery of services to populated areas.

IV. Based upon the following fact, the Commission has concluded that property
owners within the territory receive or can be reasonably expected to receive, directly
orindirectly, the benefit ofborough governmentwithout commensurateproperty tax
contributions, whether borough services are rendered or received inside or outside
the borough. This conclusion satisfies the standard for annexation set out in 199 AAC
10.190(a)(7).

Officials of the Fairbanks North Star Borough have testified that the Borough would
extend emergency services to the area proposed for annexation in the event of need.
However, the cost of such is insignificant when compared to the revenue generating
potential of the area.

V. Based upon the follwoing facts, the Commission has concluded that the Fair-
banks North Star Broough is capable of and willing to extend areawide and non-

areawdie services to the area proposed for annexation as required by 19 AAC
10.200.
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As indicated previously, the need for services in the area proposed for annexation is

limited. The extension of areawide and non-areawide services to this territory would
require little expenditure by the Borough. The Fairbanks North Star Borough appears

willing and capable of serving the territory proposed for annexation.

COMMISSION MINORITY
SUMMARY POSITION

The following summary of the minority position concerning the Local Boundary Com-

mission 1988 Fairbanks Annexation petition was prepared by Commissioner Cotten.

1.

4,

5.

There is no precedent for the decision. Despite the effort to claim some
type of parallel with an unrelated annexation by Haines in the early
1970's, this effort has no precedent. No municipality has claimed addi-
tional property to the tune of $162 million and not met one standard other
than the ill-defined open-ended valid public purpose standard.

The annexation allows additional control and financial benefit with no
additional responsibil ity or service. The Borough takes on no new service
or responsibility but receives, to the detriment of the rest of the state, $1.3
million annually. The staff position doesn't even pretend the annexation
Is anything but a money grab.

The annexation is illogical, piecemeal and counter-productive to encour-
aging regional government in the unorganized borough. Tire annexation
does not follow any natural boundary and serves notice to others that a
piecemeal approach to regional government may be acceptable. More-
over, it is politically self-defeating if the Commission wishes to convince
the Legislature of needed changes to state assistance programs if it allows
the second largest community to obtain the benefits of the needed
changes without any effort.

The borough argumentofahigher than average local contribution in Fair-

banks is specious and misleading. Nowhere is the issue of what services
cost in Fairbanks described or if there is a possibility that the borough
simply promised loo much and politically is not brave nor competent
enough to make cuts or increase revenues from users.

36 people employed in a pump station is not a rational basis for the an-
nexation. It was argued that since the 36 people employed at the pump
station lived in Fairbanks, it was logical to have it annexed. This simply
doesn't make an)' sense. The 36 people represent 0.04870 of the borough
population. To state that because such asmall percen tage of the borough
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population works in the unorganized borough but resides inside is
justification to annex the area is simply grasping for straws,

LBC DECISION AND RECOMMENDATION

Based upon the findings of fact and conclusions of law summarized herein, the
proposed annexation of approximately 216 square miles of territory to the Fairbanks
North Star Borough has been found to satisfy the applicable requirements of State
statute and regulation regarding annexation of contiguous territory to a borough,

THEREFORE, AND INACCORDANCE W1THTHE PROVISIONS OF ARTICLE X, SEC-
TION 120FTHE STATE CONSTITUTION, the Commission hereby recommends to the
First Session of the Sixteenth Legislature, the annexation of the described territory. The
resulting boundary description of the Fairbanks North Star Borough reads as follows:

Beginning at the NW Corner of Township 6 North, Range 5 West,
Fairbanks Meridian (F.M.); thence easterly along the north line of Town-
ship 6North tothe NE Corner of Township 6 North, Range 3West, (F.M.);
thence south along the range line to the NW corner of Township 4 North,
Range 3 West (F.M.); thence easterly along the north line of Township 4
North to the ridge between the headwaters of the Trail and Poker Creeks;
thence northeasterly following this ridge south of Ophir and Nome
Creeks and around the headwaters of Hope and Charity Creeks; thence
southeasterly following the ridge south ofthe headwaters of Bachelor and
McKinley Creeks across the Steese Highway at Twelvemile Summit;
thence following the divide around the headwaters of Harrington and
Crooked Creeks; thence around the headwaters of Boulder Creek and the
North Fork of the Chena River to the summit of Far Mountain; thence
easterly along the divide around the headwaters of Lawson Creek and
Cash Creek; thence following the ridge north of the headwaters of the East
Fork of the Chena River and around the headwaters of the Salcha River;
thence southerly around the headwaters of Lost Creek to the ridge north
of the Goodpaster River; thence southwesterly along this ridge, around
the headwaters of Indian Creek, Gillis Creek and Rosa Creek and continu-
ing along the ridge between Buckeye Creek and Tenderfoot Creek across
the Richardson Highway to a point in midstream of the Tanana River;
thence downstream in midstream of the Tanana River to its intersection
with the south line of Township / South; thence west on this township line
to a point mid-stream in the Wood River; thence downstream in the
midstream of the Wood River to a point midstream in the Tanana river;
thence north and east in midstream of the Tanana River to its point of
intersection with the west line of Range 5 West; and thence north on this
range line to the NW Corner of To./nship 6 North, Range 5 West, (F.M.),
the point of beginning.




EXHIBIT A
ANNEXATION TO THE KODIAK ISLAND BOROUGH
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EXHIBIT B
ANNEXATION TO THE FAIRBANKS NORTH STAR BOROUGH
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COMMISSION MINORITY
SUMMARY OF POSITION ON FAIRBANKS ANNEXATION

the

The following summary of the minority position concerning
Local Boundary Commission 1988 Fairbanks Annexation petition
was prepared by Commissioner Cotten.

1. There is no precedent for the decision. Despite the
effort to clainm some type of parallel with an
unrelated annexation by Haines in the early 1970°s,
this effort has no precedent. No municipality has
claimed additional property to the tune of $162
million and not met one standard other than the
ill-defined open-ended "valid public purpose"™ standard.

2. The annexation allows additional control and financial
benefit with no additional responsibility or service.
The Borough takes on no new service or vresponsibility
but receives, to the detriment of the rest of the
state, $1.3 million annually. The staff position
doesn"t even pretend the annexation 1is anything but a
money grab.

3. The annexation is illogical, piecemeal and
counter-productive to encouraging regional government
in the wunorganized borough. The annexation does not
follow any natural boundary and serves notice to
others that a piecemeal approach to regional
government may be acceptable. Moreover, it is
politically self-defeating 1f the Commission wishes to
convince the Legislature of needed changes to state
assistance programs if it allows the second largest
community to obtain the benefits of the needed changes
without any effort.

4. The borough argument of a higher than average local
contribution in Fairbanks is specious and misleading.
Nowhere is the issue of what services cost in
Fairbanks described or if there is a possibility that
the borough simply promised too much and politically
is not brave nor competent enough to make cuts or
increase revenues from users.

5. 36 people employed 1in a pump station 1is not a rational

basis for the annexation. It was argued that since
the 36 people employed at the pump station lived in
Fairbanks, it was logical to have it annexed. This
simply doesn"t make any sense. The 36 people
represent 0.048% of the borough population. To state
that because such a small percentage of the borough

population work in the wunorganized borough but reside
inside is jJustification to annex the area is simply

grasping for straws.
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January b, 1989
The Honorable Shelley Dugan
Acting Chairperson
Local Boundary Commission
P.0. Box 55109
North Pole, AK 99705
Dear Commissioner Dugan:
I am writing this letter in response to actions taken by the
Local Boundary Commission concerning the proposed annexation of
territory to the Fairbanks North Star Borough. Clearly, the
proposal is 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 tnat the Commission 1is 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, | find it disturbing that at this point, the
matter has been decided on the basis of parliamentary
procedure. To my knowledge, there has never been ai. instance
where the Commission has submitted a recommended boundary
change to the legislature which has not been supported by a
majority of its members.
I assure you that my comments are 1in no way precipitated by the
statements made by officials of the Tanana Chiefs Conference or
others. Rather, my concern stems from a desire to avoid the
establishment of what I view as an extremely poor precedent
concerning the procedures of the Commission.

Consequently, | respectfully urge the Commission to formally
reconsider its approval of +the petition for annexation by the
Fairbanks North Star Borough. Should the Commission desire,
the Department is 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. Becau-e such a
decision would be based on the full record and would vrequire a
majority of Commission members approval, it would dispel most,
if not all, criticism regarding procedures wused to arrive at a
final decision.
A copy of this letter is being provided to other me>. jers of the
Commission and interested parties. | 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 Cctten, Member, LBC

The Honorable Ben Nageak, Member, LBC

The Honorable Juanita Helms, Mayor, FMSB

Senator Johr.e Binkley, Alaska State Legislature

David G. Hoffman, Commissioner, DCRA

Rex Nutter, Petitioner®"s Representative, FNSB

Mitch Demientieff, President, TCC

Robert | Shoaf, Alyeska Pipeline Service Company

Mike Walleri, TCC



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) is the regional Native
non-profit for the Interior of Alaska serving 43 villages from
Holy Cross to Eagle. To date, TCC has not been 1involved 1in the
consideration of the proposal by the Fairbanks North Star Borough

(FNSB) to annex 216 square miles of land north of 1its present

borders. We apologize for our late entry into this issue,
however, the FNSB*"s proposal has only recently come to our
attention. The full impact 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 1is 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 hell on November 18,
1988. Based on that hearing, the petition was approved on
December 2. On December 28, the LBC voted <co reconsider the
issue, denied the request, 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 1issues. Last year, the legislature considered
S.B. 1, which proposed 1incorporation 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 1incorporation. 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 boiough was completed in 1979.

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

Our preliminary review of the studies leads wus to a conclusion
that the proposed areas of 1incorporation 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 1into consid—

eration the relatively high costs of service 1in the area.

Our preliminary 1investigations 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 1in 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)

Based upon the recent DCRA reports, we also estimate that the
pipeline constitutes 98%+ of taxable property 1in the region. A
tax rate equivalent to the FNSB mill, rate of 12.243 would yield
about $17 million in 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 information was not avail—
able at the November 18th 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
qguestions regarding constitutional, legislative, and administra—

tive standards not previously considered by the LBC.

This is based upon the assumption of educational services
for five REAA7s and three city operated school districts.
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PART 11

THE FNSB PROPOSAL IS 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 is requested to take into
full consideration the desire of residents of an area
in the wunorganized 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, in an area
where the formation of an organized borough is being
studied if 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 1i,he subject of the DCRA studies, the territory 1is 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 1in the Legislative Resolve. As tue Legislative Resolve
indicates, that full 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 1is to establish a legislative standard
to guide the LBC 1in considering borough annexations of territory
in the wunorganized borough before the residents of the wunorga-—

nized borough could give full 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 is only now that the residents of the unorga-—

nized borough have had a first opportunity to provide 1input 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 seek to annex a tax base which generates $2 million a
year, and withdraw the area from the new borough(s) is obviously

contrary to the language and iment of the legislative resolve.

There has been some attempt to suggest that the Legislative
Resolve was intended to apply to limited local controversies.

This is simply not the case, and 1is contrary to plain meaning of
the language used. The LBC was requested to postpone all annex—
ation procedures in areas where borough organization is being
studied when requested. It is fairly obvicus that TCC represents

che vast majority of residents of the region and that the FNSB s

seeking to annex an important part of the region. Considering
the Legislative Resolve, we believe that the LBC should postpone
consideration of the annexation wuntil December 1989 and that a

failure to do so would violate legislative standards.

A one year postponement to allow the TCC region to fully consider
borough formation will not significantly impact the FNSB with
respect to their stated need. As noted in the LBC findings, the
greatest 1inequity which the FNSB seeks to avoid relates to the
reduction in the State education foundation program which will

begin in 1992.2 The goal of the FNSB 1is 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

2

Decision 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 1is clearly warranted.
PART 111

THE DECISION IS INCONSISTENT WITH THE ADMINISTRATIVE STANDARDS

ARTICULATED 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 it provides to the &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 jJustify 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 in the Interior, the decision would seem

rationale given the stated goals.

However, the basic assumption about the course of borough forma-—
tion in the Int erior is inconsistent with governing <constitu-—
tional doctrines®™3 and prudent response 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:

Please see discussion of constitutional doctrines 1in infra.
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A. Annexation Would Not Equitably Enhance The Tax Base Of
The FNSB

There is 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 the taxable property in the FNSB 1is 14%
- 4 -

below the statewide average. Based wupon 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, if 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% below
the statewide average.6 The annexation would raise the value of
taxable property within the FNSB by 5.2% but lower the taxable
property within the proposed TCC borough by 12%. Thus, by trying
to correct a perceived 1inequity with respect to the tax base of
the FNSB, the LBC will create a greater inequity with respect to
the proposed TCC regional borough.

This effect can be demonstrated more <clearly in comparing
relative changes in mill rates for educational services. Cur —
rently, the FNSB mill rate for local contribution to education is
8.1 mills. ! The proposed TCC regional borough would require a
mill rate of 7.85 mills if the subject area were within the tax
base. (supra) However, if the area were excluded from 1its tax
base, the mill rate for education would rise to 9.166 mils, or an
increase of 1.69 mils. The revenue enhancement anticipated by
the FNSB would only be a reduction of the mill rate by .6 mills.

Thus, for local <contribution to educational services alone, the

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

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

7
See p. 11 of DCRA Report.
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relative benefit anticipated by the FNSB 1is 1less than half the

detriment to be inflicted upon the proposed TCC region borough.
There is no question that the proposed TCC borough will

suffer disproportionate harm relative to the benefit sought by

FNSB if the annexation 1is approved.

B. The Annexation |Is Contrary To Public Policy As Articu-—

lated Bv The Commission And Prior Judicial Decisions Respecting

The Alaska Constitution.

The LBC Decision contains a TFTinding that the annexation
represents sound public policy. That finding does not consider
the 1impacts upon formation 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. I of

Alaska Constitution.

The Local Government Article of the Alaska Constitution

provides that,

The purpose of this article 1is to provide for maximunm

local self-government with a minimum of Jlocal 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 policy of encouraging the creation of
borough governments. See Mobil oil Corp. \ 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 Yukon-Koyukuk and Yukon Flats organized separately, the other
areas of the Interior would lack a sufficient tax base to support

borough government. A single borough 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
single borough would meet the second constitutional 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 Cityv
of Anchorage. 368 P.2d 540 (Ak. 1962); Oesau v Citv of Dillinghanm.
439 P.2d 180 (Ak 1968); Citv of Douglas v Citv am. Borough of
Juneau. 484 P.2d 1040 (Ak. 1971). It is clear that the LBC
policy respecting tax base equity reflects a statewide perspec—
tive. However, the mandate to encourage maximum local sel f-
government with a minimum of Jlocal government units presents a
constitutional 1issue which takes precedence over the Commissions
efforts to deal with transitory inequities in tax bases. As
noted above, the viability of borough organization for a Jlarge
part of the state will be adversely impacted and possibly frus-—
trated. Moreover, theeffort to give equity to FNSB creates
greater inequity respecting the TCC region borough. The bal—
ancing of such considerations sharply tip against annexation when
the <constitutional imperative to encourage organization of the

unorganized borough 1is considered.

2) The Financial Gain To The TCC Borough Is Not

Excessive or Unwarranted.

In its policy considerations, the LBC found that the gain to

FNSB was not excessive or unwarranted. This was based wupon a
L]
comparison of the per capita revenues from "non-local sources™
g
The characterization of local property taxes on pipelines
as "non-local sources" is rather curious. Clearly, direct

(Footnote Continued)
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received by other boroughs. Examples offered by the LBC ranged

from $27,198 to 1,062 per capita. The FNSB would receive $116
per capita. The per capita receipts from pipeline revenues for
the proposed TCC region borough, would also not be excessive
amounting 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 is clear

11

that 1t the FNSB gam 1is excessive and unwarranted.

(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 locally
generated given the federal income tax system. For example,
property taxes on homes and business may be <credited against
federal income taxes. Consequently, it can be argued that all
such taxes result in an 1indirect transfer of federal revenues to
local government and are therefore "non-local™ revenue.
Similarly, local municipal bond revenues are tax exempt and
result in 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 vresults in a tax credit
under State or federal 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 its decision, the distinction <can only
considered to be arbitrary.

g

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

10This assumes a mil rate equal to FNSB.

11The use of per capita figures is not adjusted for <cost

(Footnote Continued)
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3N The Effect of The Annexation on the TCC Region

Borough Is Inconsistent With The Commissions Statement on

Borough Government.

The Commission®s Statement on Borough Government advocates
for reassessment of State financial aid to municipalities to
provide greater equity to all 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 inequity then
currently experienced by the FNSB (i.e., 17% below average). See
supra. Consequently, the means selected by the LBC to provide
equity to the FNSB is not vrationally related to its goal of
achieving statewide equity since it will result in imposing

greater relative 1inequity upon the proposed TCC regional borough.

4) The Annexation Will Diminish The Viabi

Potential Borough 1in 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.

While the relative per capita net loss to the TCC 1is greater in

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.

1288-206.11
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12
cap on pipeline property. 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 is no surplus assessed valuation in a regional
borough proposal, and any diminishment of the vregions tax base

would diminish the viability of the potential borough in the

adjacent region.

5) The Haines Annexation Is Not A Precedence For This

Annexation

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 intend to provide any areawide services. The only
service planned is non-areawide, 1.e., fire service. There 1s no
evidence that the FNSB plans to 1include the Pump Station 1in a
fire service area. In fact, Alyeska Pipeline Service Company

provides 1its 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 fire 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 1in this region. The vast majority of
private land in the TCC region is 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 in 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 is 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 1into 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.

6) Revenue Enhancement Is Not A Justification Fo

Expansion Of Borough Boundaries.

It is agreed 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 1is wuninhabited,
and as noted above, the FNSB does not intend to realistically
provide any services. In fact, the proposed area immediately

abuts the private property of the closest inhabitants, the Hooper
family, which receives educational services from the Yukon Flats
REAA. The proposal 1is 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 1in those

standards are very questionable, for the above stated reasons.

1288-206.13



PART VI

THE COMMISSION FAILED TO APPLY THE STANDARDS AS PROVIDED 1IN 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 is capable of extending and
willing to extend services to the annexed area in

accordance with this subsection. If possible, areawide
and non-areawide borough services shall be extended to
the annexed area immediately. If the 1immediate 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 for the extension of services.
The decision of the LBC failed to apply the service standards as
provided in 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, it was 1implicitly 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.

1288-206.14
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The failure to comply with an administrative requirement renders
the decision defective. See Port Valdez Co. v citv of Valdez.
522 P.2d 1147 (Ak. 1974). The petition should therefore returned

to the FNSB for resubmission.

CONCLUSION

In summary, we would request that the decision be delayed to
allow the Interior to consider borough incorporation. We again
apologize for our lateness 1in responding to the issue. Given the

gravity of the proposal, and the ongoing borough study 1in the

Interior, we believe the Commission should not proceed further at

this time.

1288-206.15
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“t1im p station
annexation

ruling stands

By SAM BISHOP
Staff Writer

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

The decision fol lowed 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 Mike
Walleri, an attorney for the Tanana
Chiefs Conference, showed up at
themeeting toobject totheannexa—
tion. However, the initial public
comment period had already been
closed so the commission did not
permit him to speak, according to
Shelley Dugan, a commission
member and North Pole 3 city

clerk.
Walleri said today he believes the

commission violated its own pro—

cedural ruleswhen itapproved the

The decision, which takes effect
unless the Legislature killsitwithin
45 days after it convenes Jan. 9,
would permit the borough to annex

216 square miles northwest of Fair—

banks.

The land surrounds pipeline
Pump Station 7. Property taxes on
the station and’\fa S)(ellne could add

E

(See AN Page §)

ANNEX.

(Continued from page 1)
$2 million to the borough § annual
income. Borough officialsadvocate
the annexation.

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

At present, the state levies a
property tax of20 mills on the pipe—
line and facilities in areas that are
not within boroughs. When a
borough annexes an area, the state
reduces its property tax on the
pipeline by the equivalent of the
borough 3 property tax. Walleri
questioned whether organized
boroughs should be taking that
money from the state, because itis
essentially the rural areas ~local
contribution to education, Walleri
said.

Commission member Dugan
agreed thatarguments over educa—
tionfunding are behind the annexa—
tion proposal, but she supports the
idea.

“We think there 3 a lot of inequ-
ites in the state funding programs
inschool fundingand revenue shar—

ing,” Dugan said. “Approving the
annexation isone way to flag this
problem."

Dugan said that if there were a
competing borough proposal, the
commission might be more hesi—
tant, but there is not.

Walleri said other boroughs are
being considered.

“9last year, the Legislature
adopted a resolution directing the
Local Boundary Commission not to
proceed with annexations in areas
that were subject to borough stu—
dies,” Walleri said. “The area that
is proposing to be annexed is sur—
rounded by two areas that are
under study- the Denali area and
Yukon-Koyukuk area.””

The reports on those areas were
just released by the state Depart—
ment of Community and Regional
Affairs, Walleri said. He isnothap—
py with their recommendations
and believes theboroughs proposed
by the departments would be too
small to support a viable govern—
ment.

The Fairbanks borough3
annexationofPump Station7 could
make boroughs in the area even
less feasible, Walleri said.

Lamar Cotjgo-, a boundary com —

mission member and administra-i
tor of the Aleutians East Borough,
said he opposes the Fairbanks ~
borough annexation proposal.

He called the proposal a “1and
grab.””He said it is an obvious
attempt to get more money from
the state by preempting state taxes

ewithout providing any more ser—

vices.

The Community and Regional
Affairs Department said the state
should approve the annexation be—
cause Fairbanks taxbase is15per—
cent lower, per-student, than the
average Alaska borough.

Cotten said it3 not the boundary
commission®s responsibility to
solve"such problems. He suggested
that Fairbanks ~taxes are higher
than other areas because the gov—
ernment provides more services.

The boundary commission took

several votes on Wednesday while
trying todecide whether to letWal —

leri testify.
But commission member Ben

Nageak of Barrow, after realizing
he had voted to kill the petition,
made a motion to rescind the deci—
sion, Dugan said. Nageak 3 res—
cinding motion was successful, she
said.
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Farrbanks grabs
for a sugarplum

i  Civic leaders in the Fairbanks North Star Borough
lare resourceful people. They've found a way to ease
itheir borough’s fiscal troubles and stick Alaskans
elsewhere with the bill.
I  How can Fairbanks do it? With a modern-day land
egrab. The borough has won preliminary permission to
eannex 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
etaxes 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 !} deducted from the amount due the
state.

Fairbanks’ long-term gain from the move will be
ssomewhat less than $2 million a year. Under the state’s
wevenue sharing formula for schools, Fairbanks will lose
mabout $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
edeal. c.7
i 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 howled and eventually repealed a proposed 2
‘pbrcent sales tax last year. The commission’s decision
Tailed to explain why Fairbanks needs the money more
Than other Alaskans, who will pay the bill through
. lower state revenues. . W

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






FLOOR SESSION
MARCH 17, 1989
FRIDAY

SJR 34: RELATING TO COMMUNITY ACTION AGENICES
SPONSOR: YOU AND OTHERS
FISCAL: NONE

MR PRESIDENT:

SH
SENATE JOINT RESOLUTIONS A RESOLUTION THAT | SPONSORED AND

HAVE BEEN JOINED IN BY OTHER SENATORS, THAT SHOWS OUR SUPPORT
FOR THE CONTINUING WORK OF RURAL CAP AND ASKS FOR THE GOVERNOR
TO ARRANGE TO HAVE COPIES OF THIS RESOLUTION PRESENTED WITH
OTHER DEMONSTRATIONS OF SUPPORT OF COMMUNITY ACTION AGENCIES
AT TPIE NATIONAL ASSOCIATION OF COMMUNITY ACTION AGENCIES
REDEDICATION CEREMONY IN WASHINGTON D.C. IN SEPTEMBER.

THIS IS A GOOD WILL GESTURE FOR AN ORGANIZATION THAT PROVIDES
MANY SERVICES IN THE STATE FOR THE DISADVANTAGED. IT COSTS US
NOTHING EXCEPT OUR GIFT OF TIME AND EFFORT TO PASS THIS
RESOLUTION SO THAT WE MAY JOIN OTHER STATES IN
ACKNOWLEDGEMENT OF THE RESPECTIVE COUNTERPARTS OF RURAL CAP

ACROSS THE NATION.

| ASK FOR UNANIMOUS SUPPORT OF MY COLLEAGUES IN PASSING THIS
RESOLUTION.

THANK YOU.
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WHAT HAS RURAL CAP DONE?;

1) TRAINING ~ CITIZENS PARTICIPATION

* Enabled human resources to be developed which trained
the target population in the skills needed to participate and be
involved in the decisions affecting their lives:

started the Regional Non-Profits

* AFH - original funds to support AFN came from RurAL CAP

* CEDC - today a multi-million dollar organization
providing valuable services to promote the
economic development of rural Alaska - started

with funds provided by RurAL CAP;
* Regional non-profits (Kawerak, Maniilag, AVCP, KANA,

CRNA,) were all started by RurAL CAP - RurAL CAP
provided training and development to these
regional non-profits - who then were supported to
be spun-off and self-responsible.

* Alaska Village Electric Cooperative - electricity

generatrion to rural Alaska

- RurAL CAP trained village people from around the State
gave them practical experience 1in dealing with government,

boards, and a complex western system. RurAL CAP was the first
to divide the state into "quasi-governftental” regionals and the
organizations started by RurAL CAP developed into nine of the
regional non-profits 1in existence today: Kawerak, Maniilagq,
KANA, AVCP, Copper River Native Association, etc. RurAL CAP
provided funding and training so that decisions could be made at
the local level. The non-profits became effective providers of
service. These corporations spun off and became strong regional

non-profits.

- RurAL CAP provided funds to establish CEDC, AFN, and
Alaska Legal Services. RurAL CAP also started the Alaska
Village Electric Cooperative which through a string of tiny
generators stretched across the bush and brought electricity to
homes and villages where there had never been any before.

- RurAL CAP provided funds and support for AFN which
assisted AFN to launch its drive toward the settlement of the
Alaska Native land claims. At that time there were no rich
Native organizations and poverty money was used for poor people
in one of the most important ethnic political group movements in

the history of our state.

-2) - Leadership Development
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* Trained leaders

* Village Particiption Conference

* Hired as staff to gain experience

* Project Grass Roots

* Board - volunteers from villages - gain experience

- Native people received training through RurAL CAP

programs which gave them the skills needed to begin work with
the legal and governmental establishment of Alaska/us. Project
Grass Roots - an innovative program of leadership training

- Others trained through RurAL CAP were John Sackett,
Frank Ferguson, Al Adams, Mike Harper, Nels Anderson, John
Shively, Willie Hensley, Jonathon Solomon, Bill Barr, Al
Ketzler, Tony Vaska, Charlie Edwardsen, Sheldon Katchatag, Andy
Ebona, Anna Phillip, Charlie Kairaiuk, Willie Kasayulie, Byron
Mallott, Phil Smith _... all either have been actively 1involved
in some of 1its programs or a staff member of RurAL CAP.

Rural Alaskans most of whom are below poverty income
guidelines are provided the opportunity to meet in forums like

the village Participation Conference. This annual event
sponsored by RurAL CAP enables villagers to access resources,
gain information, and share successes. It is a training ground
for village leaders.
3) Innovative, Cost-Effective Programs

* RurA.L CAP started national Weatherization Progranm

* Bulk Fuel Buying - for villages

* Fuel Loan Progranm

* Project Grass loots - leadership training

* Head Start - RurAL CAP brought Head Start to the

villages

WEATHER!ZATIONAND ENERGY CONSERVATION

* RurAL CAP was the originator of the national
weatnerization programs now administered by states as a
cost effective and innovative approach to cold and
drafty homes in rural Alaska and for other states as

well;
* Continues to be the top weatherizing agency 1in the
state - hiring locally to insure total participation

and involvement by those whom it serves;
* Last year did a needs assessment on rural housing
which resulted in the HUD allocating another $3 million

to Alaska to rural Alaskans;
# P i Y aom Y'aTnc*
4 Dv.\ilc Onyi*
- these were innovative programs started by RurAL
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enabled villages to obtain money necessary to

purchase fuel and later to pay the 1loan back. In
the end, it cost the government nothing.

Emergency funds were provided to pay for fuel to
be flown into villages 1in crisis situations.

- Bulk Fuel Buying obviated emergency situations
regarding fuel - storage tanks 1large enough
provided savings to villagers who had to pay
exorbitant amounts for fuel - bulk buying saved
money

HEAD START

* RurAL CAP was the first to bring Head Start to rural
Alaska a preschool program intended to give three- and
four-year olds from disadvanted families a boost before
entering elementary school. National statistics prove
that every dollar spent on Head Start results in §$7
saved from costs for social and judicial costs later in

life.

* Otitis Media - through RurAL CAP Head Start programs
attention was brough to devastating epidemics of tooth
decay and ear 1infection (otitis media). Hundreds of
rural children have been brought to Anchorage for
corrective ear surgery, and parents taught about the
dangers of excessive sweets.

* Today - RurAL CAP is acknowledged as the foremost
trainer in Head Start - Head Start programs are
administered in 35 villages - over half of the rural

children attend Head Starts administered by RurAL CAP.
RurAL CAP Head Start continues to bring issues affecting
rural families and children to the forefront of
attention - most recently the lack and gaps in
preventive health care for rural Alaskans

Funds channeled into villages through RurAL CAPe exceed
$1 million dollars 1in teacher, aide, cook salaries - a
significant sum of money into rural economies;

ALCOHOL/DRUG ABUSE PREVENTION

* RurAL CAP was first to start counselor training
program in villages - later formed a training institute
to provide alcohol counselor training;

* Today 1in the forefront of the "Sobriety Movement" -
first to bring outside resources/information - about
Alkali Lake 1into Alaska;

* Promotes one of the most effective approaches to
alcohol abuse in villages: the Community Development -
which assists the local community to take responsibility



through stages of Personal Development - Family -
Village Development - based on values of the Native
community - has proven to be mere successful than any

other approach thus far;

*e Continues to provide youth leadership training -
through the Rural Providers Conference - supports young
people to take positive responsibility for leading”
healthy lives - provides hope and support- by
building community with other young people

SUBSISTENCE & NATURAL RESOURCE PROTECTION

Subsistence and Natural Resource Protection are of vital concern
to rural Alaskans who depend on the subsistence resources for

life. RurAL CAP has continued to enable rural Alaskans to meet
in such citi2en advisory committees as: the Rural Alaska
Resource Association, the sea otter Commission, plus RurAL CAP
provides support to the Eskimo walrus Commission as well as
Indigenous Survival International.

Through the years RurAL CAP has joined with villagers to protect
the subsistence use of wildlife over other forms of hunting and
fishing. In the bush, subsistence 1is not merely a lifestyle.

It was and 1is life; cultural and spiritual Ilife as well as

physical 1life.

Native Allotment Act - spearheaded efforts to enable more
Native allotments which ensured more land would be under Naive
control in addition to lands allowed for selection once ANCSA

was reached.

RurAL CAP has brought 1issues to the forefront 1in Alaska which
have needed to be addressed:

* Land Claims
* Native Allotments
* Bulk Fuel Loans
* Weatherizing homes 1in rural Alaska
* Head Start for Village Children
* Leadership training for villagers
* Project Grass Roots
Subsistence and Natural Resource Protection

assisted rural Alaskans and the Native community to become land

owners and as participants in the economic systen
Workshops, trainings, and conferences - to enable villagers to
take control at the local 1level in decision making - to become

effective providers of services
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ability to be one step ahead of the curve, to see 1issues

developing which affect bush Alaska before anyone else does and
then to take action.
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[ do pass
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COMMUNITY AN» REGIONAL AFFAIRS
THURSDAY
APRIL 27, 1989

G AN AMENDMENT TO THE CONSTITUTION OF THE STATE
RELATING TO THE LOCAL BOUNDARY COMMISSION
SPONSOR: ADAMS
FISCAL: ELECTIONS $2.2K IN FY91

THE NEXT BELL BEFORE THE COMMITTEE IS SENATE JOINT RESOLUTION 45
WHICH | HAVE SPONSORED. THIS RESOLUTION WOULD MAKE TWO
CHANGES TO SECTION 12 OF THE CONSTITUTION. IT ADDS LANGUAGE TO
THE CONSTITUTION SAYING THAT THE LBC CAN CONSIDER PROPOSALS FOR
LOCAL GOVERNMENT BOUNDARY CHANGES SUBJECT TO STANDARDS
ESTABLISHED BY LAW. THE RESOLUTION ALSO EXTENDS THE AMOUNT OF
TIME THE LEGISLATURE HAS TO CONSIDER PROPOSED CHANGES FROM 45
TO 60 DAYS.

SJR 45 PROPOSIN
OF ALASKA

| HAVE TWO PEOPLE IN DILLINGHAM TO TESTIFY FURTHER ON THIS. ONE
IS SUE FLEMSBURG AND THE OTHER IS BRUCE BALTPIAR.

AS THIS RESOLUTION IS TIED TO SENATE BILL 281, TESTIMONY HERE MAY
OVERLAP THE TWO PIECES OF LEGISLATION.

CHARLES BETTISWORTH
PLASMAN



iHlatffea ibtate legislature WHILE IN SESSION
PO Box V

State Capitol

Al Adams
Juneau, Alaska 99811

District L (907)465-3707
OUT OF SESSION
PO. Box 333
Kotzebue, Alaska 99752

Official Business (907)442-3245
3111 C Street

Anchorage, Alaska 99503
TO: COMMUNITY AND REGIONAL AFFAIRS COMMITTEE (907) 561 7622

FROM: SENATOR AL ADAMS, CHAIR'
COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

RE: SJR 45, "PROPOSING AN AMENDMENT TO THE CONSTITUTION OF
Eg%ﬂ%@&%ﬁﬁALASKA RELATING TO THE LOCAL BOUNDARY

DATE: APRIL 24, 1989

THE AFOREMENTIONED LEGISLATION WOULD MAKE TWO CHANGES TO
SECTION 12 OF ALASKA'S CONSTITUTION.

IT WOULD REQUIRE THAT THE COMMISSION ONLY CONSIDER PROPOSALS
FORBOUNDARY CHANGES UNDER STANDARDS ESTABLISHED BY LAW. IT
WOULD ALSO LENGTHEN THE AMOUNT OF TIME THAT THE LEGISLATURE
HAD TO CONSIDER PROPOSALS FROM 45 DAYS TO 60.

| APPRECIATE YOUR CONSIDERATION OF THIS LEGISLATION.



STATE OF ALASKA BELL VERSION: SJR 45

1989 LEGISLATIVE SESSION PUBLISHDATE: _ 4/17/89
FISCAL NOTE
REQUEST:
Revision Dale: 4/20/89 . Office of the Governor
Tiiie: Relating to the Local g%elr}c_ylsﬁffveicgeiddh_of Elections
Boundary Commission
Sponsor: Adams Components : n-Elections-——---mmmmmr

Requestor: Adams Primary & General Elections

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL

CONTRACTUAL -0- -0- 2.2*
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- 2.2* -0- -0- -0-
CAPITAL

C REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND -0- -0- 2.2%
FEDERAL FUNDS

OTHER

TOTAL -U- -u- : :

POSITIONS:

FULL-TTME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
* Costs included cover 2 to 3 pages in each Official Election Pamphlet

for printing and typesetting, and costs estimated to cover computer
programming requirements for vote (Continued)

Prepnrcdby: Linda Edgeworth 465-1611
Division: Elections

Approved by Commissioner: :

Agency: Division of Election# /

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget j
Impacted Agency(ies) page



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resoluti/ No . SJR 45
counting purposes. However, these costs are based on the
assumption that all candidates and issues will fit on three
ballot cards, which 1is the norm. It should be noted,
however that should the inclusion of this 1issue require a
4th ballot to be printed, the cost 1increase would have to
calculated at 16 cents per ballot x approximately 320,000
voters. The total cost of printing the additional ballot
card would be $51.2.
Under these circumstances the fiscal note would be:

53.4

be






Alaska State Legislature

SENATE

Official Business P.O. Box V
State Capitol
Juneau, Alaska 99811

SENATE JOINT RESOLUTION 71

SPONSOR STATEMENT

SJR 71 would encourage Savoonga, Alaska and Sereniki,
USSR to become sister cities.

The residents of Savoonga on St. Lawrence Island have
very close cultural, ethnic, and social ties to the Yupik
residents of Sereniki. The residents of Savoonga are totally
in support of seeking sister city status with Sereniki, and 1
believe that they deserve legislative support for their
efforts.

I urge support for SJR 71.
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A JOINT SAVOONGA RESOLUTION
IN SUPPORT OF SENATE ."0UT RESOLUTION NO.

WHEREAS; tne City of Suene.<i , USSR .-.a requested mat the
cities of Savoonga, Alaska, VGA and tne >."-ty of Sirenski, USSR
become officially Sister Cities; and

WHEREAS: this recueet 1is to the benefit of promoting good
relations between the Soviet Union and r.hs United States; and

WHEREAS; the residents of botr. cities speak the sane
language, which 1is Siberian Yuipik, anc live a subsistence way
of life; and

WHEREAS; both cities place great emphasis on traditional

Native values, including honoring and Jlearning from their elders,
and passing then on to the younger generations; and
WHEREAS; Senator Kertuiia has introduced a resolution to

the Alaska State Legislature to encourage one two cities to
become officel! sister cities in order to help them reestablish
their communication and trace;

NOW THEREFORE 3E IT RESOLVED by the City ol Savoonga, the
Savoonga Native Corporation, and the Native Village of Savoonca

that support is hereby given -c Senate Joint Resolution No. 71.

IN WITNESS THERETO:

ol
Truman Kaya, President
Mayor of-ySavocnga Native Village of Savoonga

/1 t

TPaul RookOk", Sr. ]|*res”/dent
Savoonk.qalNative Ccrooratior

Resolution passed tr.is 7NN day of In_CU~c/-y , 1990.



NATIVE CORPORATION
P.0O. 30K 150
SAVOONGA, ALASKA

SAVOONGA

9&769

RESOLUTION $S0-0(5

A COKPORATI RESOLUTION IN SUPPORT OF SENATE JOINT R

71 SPONSORED BY SENATOR KERTTULA.

ESOLUTION NO.

WHEREAS, the Savoonga Native Corporation is charged with economic,
physical s social well-being of its shareholders? and
WHEREAS, Senate Joint Resolution fcncoursgee Savcor.ga, Alaska
and Sereniki, U.3.S.R to be sister cities; and
WHEREAS, becoming sister cities would help the two cities
reestablish communication and trade;
MOW THEREFORE EE IT RESOLVED by the shareholders at their 199C
Annual Keeting fully supports the passage of Senate Joint
Resolution No. 71 by the state Legislature,
PASSED AND APPROVED by the Board of Directors S the shareholders
of the Savoonga Native Corporation on day of ,
1990.

Paul Fee.;ok

President
ATTEST;

fl 4

fiA*Samuel MoKiyuk‘d G

Secretary
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SAVOONGA, ALASKA

CITY OF SAVOONGA

BOX 14t
SAVOONGA, ALASKA 997SB
PHONE BfiA-eeiA

Representative Rich«fdP5«afcOr

Senator- A1l Adams
Juneau, Alaska 99801

Dear Richard and Al:

The City of Savoonga would like to ask for the passage of the
resolution by Senator Kerttula encouraging the Cities of USA
Savoonga, Alaska and USSR Sereniki to be sister cities.

The people of Savoonga feel it 1ie if great cultural 1importance
that we reestablish- and maintain communication with our Siberian
Yupik relatives 1in Sereneki, It is especially important to the
elders as they are the ones who have the knowledge 1in determining
who 1is related to who and .other matters of cultural and historical
significance to both cities which they can pass on to the younger

generations.

Please convey our request for passage of this resolution to
Senator Kertutula and the- Senate.

Thank you.

Sincerely,

it & L

Jerry~Wongittiiin, sr,

Mayor of Savoonga

P.S. We wish to extend our gratitude and appreciation to
Senator Kerttula for introducing this resolution.






Alaska State Legislature

Senator Paul Fischer WhileinJuneau
Senate District D P.O. Box V
Box 784 Juneau, Alaska 99811
Soldotna, Alaska 99669 (907)465-3791
(907) 262-9420 W of f
262-9269 OldLC OCllaLC

MEMORANDUWM

TO: SENATOR MIKE SZYMANSKI, CHAIRMAN, SENATE COMMUNITY
AND REGIONAL AFFAIRS COMMITTEE.

FROM: SENATOR PAUL A. FISCHER.""-'
RE; SR 17 RELATING TO EXPANSION OF CHAIRTABLE GAMING.
DATE: MARCH 14, 1990

THANK YOU FOR CONSIDERING THIS LEGISLATION IN SUCH A TIMELY
MANNER.

THIS LEGISLATION IS INTENDED TO ADDRESS CONCERNS OVER THE
TYPES OF GAMES THAT MAY BE OFFERED BY CHAIRTABLE ORGANIZATIONS
UNDER 35 AAC 105.120. CURRENTLY, THROUGH ADMINISTRATIVE
OVERSIGHT, THE DEPARTMENT OF COMMERCE AMENDED THEIR
ADMINISTRATIVE CODES, AND DID NOT INCLUDE THE LIST OF GAMES
NORMALLY ALLOWED UNDER 15 AAC 105.120. A TOTAL OF 11 GAMES
WERE NORMALLY PERMITTED BY THE DEPARTMENT AS BEING PERMISSIBLE
GAMES OF SKILL AND CHANCE.

AT THE PRESENT TIME, THE DEPARTMENT IS STILL USING THE OLD
LIST OF GAMES AS A GUIDELINE FOR GAMES AT VARIOUS EVENTS.
THIS LIST WAS DEVELOPED IN 1959, AND HAS NOT BEEN
SIGNIFICANTLY ADDED TO SINCE THAT TIME. MANY FAIR OPERATORS
IN THE STATE WOULD LIKE TO OFFER GAMES OTHER THAN THOSE

ON THE LIST. FOR EXAMPLE, SINCE THE BASKET BALL TOSS IS NOT
ON THE LIST, IT IS TECHNICALLY NOT ALLOWED.

I WILL NOT GO INTO THE LEGALITY OF THE DEPARTMENT ENFORCING
REGULATIONS THAT THEY HAVE DELETED FROM THE ADMINISTRATIVE
CODES. IT IS THE INTENT OF THIS LEGISLATION THAT THE
DEPARTMENT EXAMINE THE OLD LIST OF GAMES, AND LOOK AT
AUTHORIZING NEW GAMES SUCH AS THE BASKET BALL TOSS.



SENATOR PAUL FISCHER
SENATE RESOLUTION 17

HOPEFULLY, IN THE PROCESS OF EXAMINING THE LIST OF GAMES, THE
DEPARTMENT WILL BE ABLE TO CLARIFY ITS ENFORCEMENT PRACTICES,
AND DETERMINE WHAT GAMES WILL BE LEGALLY OFFERED.

THANK YOU.
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15 AAC 105.120 Administrative Code Supplement 15 AAC 105.120

series of cards that has not already been selected by a player. Cards
may not be reserved for players.

<4) When a caller has started vocally to announce a call, he shall
complete the call of that number. After the caller has started vo-
cally to announce a call, if any person shall have gone bingo based
upon the previous number called, such person shall share the desig-
nated prize with any other person or persons who may have gone
bingo on the completed call.

(5) No organization may hold, operate or conduct bingo sessions
more olten than nine occasions in any calendar month.

(6) A single prize awarded in bingo may not exceed $1,000 and
the total prizes awarded during any one bingo session may not ex-
ceed $5,000. Prize amounts shall be stated before the beginning of
each game and prizes shall be awarded as stated. Game tickets may
not be considered as, nor included in, a cash prize. For example, ifa
person wins a $45 jackpot, that person must receive and sign for $45
in cash. The prize may not be divided into $30 cash and $15 in game
tickets.

(7) No merchandise prize awarded in any bingo game may be
converted into cash by the permittee organization.

(8) Repealed 10/1/88.

(9) When any merchandise is awarded in a bingo game, its value,
for the purpose of the law governing bingo, shall be its current value
or retail price.

(10) Equipment, prizes and supplies for bingo shall not be pur-
chased or sold at prices in excess of the current value or retail price.

(11) Rental and/or lease fees of bingo equipment and premises
shall be reasonable.

(12) Alcoholic beverages: No game of bingo shall be held, oper-
ated or conducted under any permit, in any room, enclosure or out-
door area where alcoholic beverages are sold, served or consumed
during the progress of the bingo game. (Eff. 9/7/60, Register 2; am
11/6/76. Register 60; am 10/1/88, Register 107: em am 12/23/88 —
2/15/89, Register 109)

Authority: AS 05.15.061)

15 AAC 105.120. RAFFLES AND LOTTERIES, ia> In a apt-
cial-draw raltle, the winner is determined by means other than draw-
ing from a container. A charge for a single opportunity to participate
in a special-draw rattle may not exceed 50 cents.

ib) All raffle or lottery tickets and stubs shall be serially numbered
consecutively, and the permit number as shown on the permit issued
by the commissioner of revenue shall be imprinted on each ticket and
stub. All raffle and lottery tickets sold on behalfofa qualified organi-
zation by a licensed operator must be imprinted with both the license

38
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15 AAC 105.125 Revenue 15 AAC 105.125

number issued to the operator or the permit number issued to the
qualified organization.

tc> Any and all tickets issued in any raffle or lottery must be ac-
counted for to the permittee organization at the conclusion of each
raffle or lottery. (Eff. 9/6/60, Register 2; am 11/6/76, Register 60; am
12/31/82, Register 84; am 2/25/84, Register 89; am 10/1/88. Register
107; am 1/21/89, Register 109)

Authority: AS 05.1.3.060
AS 05.15.130
AS 05.15.210

15 AAu 105.125. PULL-TAB GAMES, (al A "pull-tab” is a paper
device or card that
(1) is purchased by the participant in a "pull-tab game” as de-
fined in AS 05.15.210(27); or
(2) confers an additional right to the purchaser to participate in a
lottery for additional prizes.

(b) The charge for a pull-tab may not exceed $2.

(c) No permittee may sell a pull-tab that was in any manner
marked, defaced, tampered with, or otherwise placed in a condition
that would deceive the public or that affects the chances ofwinning or
losing.

(d) Pull-tab prizes equal to or in excess of $50 shall be paid in cash
or check only, not with additional pull-tabs, raffle or lottery tickets,
bingo cards, or with any similar gaming material. All pull-tab prizes
equal to or in excess of $50 and the names of the corresponding
winners shall be recorded on a form approved by the department at
the time they are paid. Notwithstanding 15 AAC 105.240, the award-
ing of pull-tab prizes of less than $50 need not be contingent upon the
recipient executing a receipt for the prize if pull-tabs are accounted for
as provided in (i) of this section.

(e) A player must be at least 19 years of age to participate in pull-
tab games.

(f) A pull-tab game conducted under a particular permit may not be
switched to or mixed with a pull-tab game conducted under another
permit.

(g) Mechanical or electronic devices may nut be used to dispense or
sell pull-tabs or select the symbols or numbers used to determine the
winners of a pull-tab game.

(h) Except as provided in (d) of this section, a winning pull-tab may
he traded for other pull-tabs, but must be accounted for in the same
manner as a cash sale when preparing financial reports requ.rcd by
the department.

ti) Instead of accounting for individual pull-tab sales and payment
of winnings, permittees or operators may account for pull-tab activi-
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15 AAC 105.120 Alaska Administrative Code 15 AAC 105.120 15 AA

<6) A single prize awarded in bingo may not exceed $1,000 and
the total prizes awarded during any one bingo session may not ex-
ceed $5,000. Prize amounts shall be stated before the beginning of
each game and prizes shall be awarded as stated. Game tickets may Wi
not be considered as. nor included in, a cash prize. For example, ifa

th
person wins a $45 jackpot, that person must receive and sign for $45
in cash. The prize may not be divided into $30 cash and $15 in game ai
tickets. is
(7) No merchandise prize awarded in any bingo game may be
converted into cash by the permittee organization. th
(8) No person under the age of 19 years shall be permitted to bo
participate as a player in any game of bingo.
(9) When any merchandise is awarded in a bingo game, its value, st
lor the purpose of the law governing bingo, shall be its current value
or retail price. in
(10) Equipment, prizes and supplies for bingo shall not be pur-
chased or sold at prices in excess of the current value or retail price. )
(11) Rental and/or lease fees of bingo equipment and premises P_'
shall he reasonable. tl
(12) Alcoholic beverages: No game of bingo shall be held, oper- Pi
ated or conducted under any permit, in any room, enclosure or out- .
door area where alcoholic beverages are sold, served or consumed n
during the progress of the bingo game. (Eff. 9/7/60, Register 2; am la
11/6/76, Register 60) de
Authority: AS 05.15.060 bt
a
15 AAC 105.120. RAFFLES AND LOTTERIES. Raffles and lot-
teries are the specified kinds of games of chance restricted to the th
selling of rights to participate, in the awarding of prizes, and deter-
mined by a drawing for prizes by chance. er
(1) "On-premises raffle or lottery"™ means winners must be bj
present at the place of drawing.
(2) "OfF-premises raffle or lottery” means winners do not have to W
be present at the place of the drawing. qi
(3) Draw-raffle winners are determined by drawing from a con- th
tainer. v
(4) In holding, operating, and conducting raffles or lotteries, a $i
permittee may not award prizes, including cash or negotiable in- or
struments, the aggregate total, of which is in excess of the sum or se
value of $2U0,UUU in any one calendar year. (6
(5) A special-draw winner is determined by means other than bert
drawing from a container. A charge for a single opportunity to par- issu
ticipate in a special-draw raffle may not exceed 50 cents, except that tick
a charge for a pull-tab may not exceed $2. The following special- (7
draw games are permitted: acco
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15 AAC 105.120 Revenue 15 AAC 105.120

(A) Game No. 1 — Ring-toss game: player tosses rings over
Coca-Cola bottle, or similar object:

(B) Game No. 2 — Penny pitch: player tosses pennies in glass-
ware or similar object; if penny remains in dish, player receives
the dish as a prize;

(C) Game No. 3 — Fish pond: player hooks a weighted fish with
a number on it; the prize w.th a corresponding number, on shelf,
is the prize he receives;

(D) Game No. 4 — Duck pond: player selects a floating duck:
the numbered prize on shelf that corresponds with number on the
bottom of the duck is the prize he receives;

(El Game No. 5 — String game: all prizes on shelfattached to a
string; player selects string and receives article attached to it;

(F) Game No. 6 — Baseball game: player must toss baseball
into a numbered pie pan to receive prize;

(G) Game No. 7A — Dart game: numbered slips of paper are
placed on nails holding the various targets ard the numbers
turned away from the player; the total score made determines the
prizes;

(H) Game No. 7B — Dart game: a wheel divided and numbered
in eight sections is employed; each player places money on a
laydown board; the wheel is spun and one person throws a dart, to
determine the winning number;

(I) Game No. 8 — Grab bag: all packages are wrapped or in
bags; each player pays a fee and makes his own selection; there is
a prize in each package;

(J) Game No. 9 — Bean guess: in this game, a person guesses
the number of beans in a container;

(K) Game No. 10 — Hamster game; hamster is placed in an
enclosure with several numbered exit holes; winner is determined
by hole hamster enters;

(L) Game No. 11 — Pull-tab game: a pull-tab game is a game in
which a paper device that contains concealed pre-printed se-
guences of symbols or numbers is purchased by the participant;
the symbols or numbers are revealed by pulling a paper tab or by
rubbing an inked surface; the price of each chance may not exceed
$2; a pre-posted prize is won for certain combinations of symbols
or numbers; mechanical or electronic devices may not be used to
select symbols or numbers.

(6) All raffle or lottery tickets and stubs shall be serially num-
bered consecutively, and the permit number as shown on the permit
issued by the Commissioner of Revenue shall he imprinted on each
ticket and stub.

(7) Any and all tickets issued in any raffle or lottery must be
accounted for to the permittee organization at the conclusion of each
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Register 42, July 1972 REVENLE 15 AAC OS.ilO
15 AXC 05.410

(a) On-premise raffle or lotterv aeans winners ausc be present at the
place of drawing.

(b) Off-premise raffle cr lottery means winners do not have to be
present at the place of the drawing.

(c) Draw-raffle winners are dcterained by drawing froo a container.

(d) In holding, operating 3nd conducting raffles or lotteries, no
permittee shall raffle prizes of personal property in excess of the sum or
value of Fifteen Thousand Dollars (115,000.00) in anv one calendar year and
real property in excess of the sun or value of Thirtv Thousand Dollars
($30,000.00) in any one calendar year.

(e) Special-draw winners are determined by means other tnhan drawing
from a container, with the following games permitted. No charge for a
single opportunity to participate in special draw raffles shall exceed 50
cents.

(1) Gare im - Ring Toss Came. Player tosses rings over coca cola
bottles, or similar object.

(2) Gane l12 - Penny Pitch. Plaver tosses pennies in glassware or
similar object. If penny remains in the dish, player receives the dish as
aprize.

(3) Came 13 - Fish Pond, Player hooks a weighted fish with a
Qumber on it, A corresponding number on prize on shelf Is the prize he
raws,

(4) Gare lib - Duck Pond. Plaver seleccs a floating duck. The
number on the bottom of the duck that corresponds with numbered prize cn
shelf receives that prize,

(5) Gare 5 - String Game. All prizes on shelf attached to a
string. Player selects string and receives article attached to it.

(6) Gare 06 - Saseball Game. Plaver must toss baseball into a
numbered pie pan to receive prize.

(7) Gare 07 A- Dart Game. Numbered slips of paper are placed on
nails holJIng the various targets and the numbers turned away from the
player. The total score cade determines the prizes.

(Pl Gare 07 3 - Dart Came. A wheel divided and numbered lu eight
sections is employed. Hash player places menuv on a lavdown board, (he
wheel Is spun and one person throws a dart to determine the winning number.

(9) Care "8 - Grab Dag. All packages are wrapped or in bags.
Each plaver pays j fee and makes his own selection. There Is a prize In
each package.

(10) Care 09 - Bean Guess. In this game .l person guesses the
nuizber of beans in a container.



Register 2, Jly 197 RRVENE IS AC (5.420
IS M (5440

(1) Care J10 - Hamster Cane. Hanster ts placed In an enc
«eich several numbered exit holes. Winner is doccramea by hole hanster
enters.

(f) All raffle or letter." tickets and stubs shall be seriallv number
consecutively, and the permit number as shown on the permit issued bv the
Commissioner of Revenue shall be imprinted on each ticket and stub.

() Any and all tickets issued in anv raffle or lotterv must be
accounted for to the permittee organization at the conclusion of eacn raffia
or lottery.

(Eft. 9/7/60, Register 2)
Authorttv:  AS 0S.15.0b0

15 AAC 05.420. ICE CLASSICS. "lce cijssics™ are defined as games of
chance wherein a prize of money is awarded for the closest guess ol the time
the lee moves in a body of water or water course Within the state jnd being
limited to the Nenana and Chena Ire Fmols in the same manner as thev were
conducted in 1959 and previous years. Permits to conduct these activities
shall only be issued to the Senane Ice Classic Association, Nenana, Alas
to conduct the Nenana Ice Classic, andto the Fairbanks Firemen'slienefit
Association, Inc., Fairbanks, Alaska, to conduct the Chena Ice Pooi Classic.

No permic shall be issued for any other activity based on the two autlioritec
Ice Classics.

(Eff. 9/7/60, Register 2
Authority: . j5.15.0p0

15 AAC 05.430. DOC MUSHERS CONTESTS.  "Dog mushcrs* contests' are
defined as games of chance wherein prices are awarded for the correct guess
of the racing time of a dog team or ct toan position in the race,includin
prices to the race contestants.

(@) Dog nushers* contest shall be limited to the participation of dog
team drawn sleds over a specified course laid out bv officials of a
qualified dog mushers' organization, as defined under chis Act.

(b) Prizes will be awarded as provided by rules aid regulations estab-
lished by the permittee organization for the conduct of the event.

(c) Junior dog mushing contests and contests of strength nmav include
sleds drawn by one or more dogs.

(Eff. 9/7/60, Register 2)
Authority: AS 05.15.0n0

15 AXC 05.440. FISI DERBYS. “Fish derbys" are defined as contests in
which prizes are awarded iar catching iisli.

(@) Contestants in the fish detov must purchase a ticket and abide bv
the rules and regulations established bv the permittee organization lor the
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March 20, ISSO

TESTIMONY O SEHATE BILL 484
BEFORE TEE SENATE CCSKTPTEE OK
COMMUNITY AND REGIONAL AFFAIRS
OH BEHALF OF
3HK ATASKA NATIVE HEALTH BOARD, BEE
AIEDTIAH\HRXBIIOF ISLANDS ASSOCIATION, THE
ALEUTIAN HOUSING AUTHORITY, AND IBB
KODIAK AREA NATIVE ASSOCIATION

Good afternoon. My name is Jill De La Hunt. I am an attorney
w ith Sonosky, Chambers, Sachse &M iller and am here today on behalf
of our <clients the A laska N ative H ealth Board, the A leutian/

Pribilof Islands -A ssociation, the A leutian Housing A uthority, and
the Kodiak Area N ative A ssociation to testify in smupport of Senate
B ill <184. We believe this bill is very im portant because it w ill
clarify the intent of the Gaming Reform Act to allow perm ittees to

coordinate together without having to contract with an operator.

Our clients are four non-profit organizations delivering
health and social services to A laskans across the state. Each of

the four holds a charitable gaming perm it.

I'n 1986 the four non-profits decided to work together to
conduct games of chance under the name nLucky Strike Bingo.n Each
of the four committed substantial amounts of time and financial
resources to the Lucky Strike program. Today, after four years of
hard work and significant financial outlay, the non-profits run a

very successful hall without an operator. The four jointly own



the gaming equipment, and jointly pay their employees and all other

expenses. O ther perm ittees in the state sim ilarly coordinate

together.

By coordinating together, the non-profits have been able to

make the choice to not contract with an operator. This direct
approach to gaming has enabled them to share expenses, cut
unnecessary costs, and maintain control over their perm its. The

perm ittees them selves decide when and how their permits are played;
the perm ittees them selves control the funds expended and the funds
received. M ost im portantly, the non-profits* independence from the
operator structure has resulted in what we understand are among the

highest net profit returns for perm ittees in the entire state.

Gaming funds are crucial to the <continued delivery of the
health and social services to which the non-profits are dedicated.

By elim inating operators (which are essentially profit making

businesses) , the non-profits have been able to return a much higher
percentage cf every dollar to their charitable programs. There is
no “middle-man.?” Their permit coordination thus embodies the
primary intent of the Gaming .Reform A ct; perm ittees realizing

substantial sums for their non-profit programs w ithout the needless
loss of proceeds to for-profit operators. S.B. 484 would ensure
that this intent Is metby clearly stating that perm ittees may work
in conjunction without operators and w ill retain their individual

prize Ilim its in doing so.



S.B. 484 would not be a change to the Gaming Reform Act, it

would be a clarification. The Legislature intended, to promote
gaming without the use of operators, and endorsed the concept of
coordinating permittees. Among other things, the Act sets a

monthly session limit which allows four permittees coordinating
together to offer 56 sessions (14 per month times 4 permits), a
number deliberately chosen to ensure such permittees could compete
with operators playing a dozen or more permits per month. In
addition, the Act specifically allows the category of "permittees
working in conjunction"” to offer door prize limits competitive with
but not greater than those offered by operators. Also, the Act

sets a prize limit for permittees that 1is twice as high as than

allowed operators.

S.B. 484 would ensure that permittees have the "hoice the
legislature 1intended. The bill would not require permittees to
coordinate together, but it would clarify once and for all that

permittees have the option of offering games in this most efficient
manner. Equally important, the bill would ensure that the
Department receives from the <coordinating permittees the same
information required of operators in order to monitor gaming

activities.

As the Committee probably knows, the Depa.~traent has been

working to develop regulations implementing the Gaming Reform Act.



We have worked with the Department for many months to draft
regulations reflecting the statutory intent to allow perm ittee

coordination. The process has been long and uncertain; it remains

uncertain today.

As we understand it, the current draft regulations would allow
a maximum of four perm  ittees to coordinate together, provided the
perm ittees meet specified requirem ents. In general, this approach

is acceptable, but it does not eliminate the need for S.B. 484.

L egislation w ill provide the certainty m issing from the
regulatory process. The draft regulations have wundergone much
change and there is some question as to whether they w ill be
adopted. Perm ittees have been without certainty for over a year
and the end is not in sight. The non-profits cannot cannot- plan

ahead or make decisions when the structure w ithin which they must

work is unknown.

As drafted, S.B. 484 meets the concerns both of perm ittees and

the Department. Indeed, the com missioner urged the development of
this b ill and the proposed language is based in great part on
suggestions offered by the Department. We urge the Committee to
report favorably on S.B. 4814, a b ill w hich woill only help
perm ittees in realizing much needed funds for their <charitable

organizations.



Thank you for your consideration of our views; I would be

happy to answer any questions.

c:\c dents\Isb\testim



