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EXAMPLES OF THE MANNER IN WHICH CSSB 164(JUD) SERVES ALASKANS
AND PROMOTES BETTER LOCAL GOVERNMENT

CSSB 164(JUD) serves the needs of many communities throughout Alaska, It is also
promotes the interests of the State of Alaska. The following cites specific examples
of the manner in which the Hill serves these needs and interests.

Residents or officials of Dillingham, St. Mary's and Galena have expressed
interest in reclassifying their cities to cities of the second class. Under current
law, such can only occur by initially dissolving the first class city and incorpo-
rating a new second class city - a relatively lengthy and expensive process.
CSSB 164(JUD) allows direct reclassification of first class or home rule cities to
second class cities.

> Residents of Nikiski have expressed interest in incorporating a home rule city.
Current law does xiot allow such, although direct incorporation xhome rule
boroughs has been allowed since 1985. Under current law, Nikiski residents
would be required first to incorporate a general law city and then adopt a home
rule charter - a lengthy process. CSSB 164(JUD) allows direct incorporation of
home rule cities.

While not necessarily favoring borough formation at this time, residents of many
unorganized areas of the state, including those in the Delta Greely Region and
Copper River Basin have expressed support for the option of incorporating a
unified municipality. A unified local government would avoid having multiple
municipal governments within a single region. CSSB 1640UD) permits direct
incorporation of unified municipalities.

*> Residents or officials of tire Northwest Arctic Borough, Ketchikan Gateway
Borough and Fairbanks North Star Borough are exploring the consolidation of
certain cities in each of those areas with the region's borough government. CSSB
164(JLiD) removes any question that home rule municipal governments could be
formed through consolidation.

& Officials of the City of Ketchikan recognize that a complex municipal boundary
proposal (such as their prospective consolidation proposal) would likely require
amendment at some point in the proceedings. Thus, those officials have
stressed the need to ensure that the Local Boundary Commission has broad
authority to amend petitions that come before it. CSSB 164QUD) accommodates
that interest.

The bill confirms that the Local Boundary Commission has discretion when
acting upon petitions drat come before it. Currently, die statutes expressly pro-
vide such discretion only in the case of annexation and detachment. The lack of
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express discretion with respect to dissolution, incorporation, merger and consoli-
dation may result in approval of a petition that is not in the State's best interest.
For example, it is interpreted by some that the Commission would have no
choice under current law but to approve a proposal presently being contem-
plated to dissolve tire City of Seldovia. It is claimed that the Commission would
be compelled to approve the proposal even if Lhe Kenai Peninsula Borough chose
not to act as the dissolved city's successor. In that event, the State would be
burdened with the duty of being the successor.

The bill provides State oversight concerning municipal reclassification. The State
has legitimate interests in any city reclassification, particularly in the reclassifica-
tion of a second class city in the Unorganized Borough. Such automatically
creates a new municipal school district that will almost certainly have significant
regional and statewide effects. There are presently 27 second class cities in the
Unorganized Borough that could unilaterally reclassify as first class cities under
current law. The communities of Kwethluk and Fort Yukon are reportedly
examining the option.

The bill confirms that the Local Boundary Commission has legislative authority
to adopt regulations for incorporation and dissolution. A superior court judge
recently ruled that the Commission has such authority in the case of annexation,
detachment, merger and consolidation. However, he concluded that the Com-
mission has only interpretative authority to adopt regulations concerning mu-
nicipal incorporation. Lite ruling never addressed the Commission's authority to
adopt regulations concerning dissolution. In making his ruling, the judge noted
that courts need not give the same level of deference to interpretative regula-
tions as they must give to legislative regulations.

In addition to providing examples of what the bill will accomplish, it is important
to note what the bill will not do. Several members of the Legislature have raised
questions concerning how CSSB 1640UD) would affect pending petitions to detach
more than 5,000 square miles from the Fairbanks Noxlh Star Borough and to incor-
porate a North Pole Borough encompassing more than 9,000 square miles.

CSSB 164QUD) will have no effect whatsoever on decisions to be rendered by the
Local Boundary Commission regarding those petitions. Criteria upon which these
petitions will be judged are not affected in any way by CSSB 164(JUD). Tire detach-
ment petition will be reviewed using standards that include those in Article X,
Sections 1 and 3 of Alaska's Constitution; and 19 AAC 10.270. The North Pole
Borough incorporation petition wilU be reviewed using the previously noted Consti-
tutional provisions, plus the standards set out in AS 29.05.031 and 19 AAC 10.045 -
19 AAC 10.060.
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April 18, 1994

The Honorable Steve Rieger
Senator

State Capitol, Room 516
Juneau, Alaska 99801-1182

RE: CSSB 164(JUD)
Dear Senator Rieger:

Thank you for taking the time to meet with the Department of Community and
Regional Affairs staff and with me on Friday concerning SB 164. | offer the
following brief recap of that meeting.

Consolidation of Service Areas. We expressed to you that neither current law nor

SB 164 provide the Local Boundary Commission (LBC) with authority to consolidate
municipal service areas. In the context of the LBC, "consolidation™ is defined by AS
29.71.800(6) to mean "dissolution of two or more municipalities and their incorporation as
a new municipality.”

Charter Amendment. Department staff assured you that the LBC has no authority
under current law or SB 164 to amend the Charter of the Municipality of
Anchorage.

Amendment of Petitions. We indicated that it is inconceivable that the LBC would,
under the provisions of SB 164, amend a petition to alter its basic purpose (e.g., turn
a petition to detach one community into a petition to annex another.) After we met
with you, we consulted Assistant Attorney General Barbara Blasco on this issue.

She advised that it is not a reasonaJe construction of SB 164 to conclude that the
bill would permit the LBC to act in that fashion. The language on the amendment
of petitions must be read in context. SB 164 simply confirms and clarifies the
understanding of the LBC's present authority to amend petitions.

Detachment Issues. You expressed interest in a possible amendment of SB 164 to
facilitate detachment from a borough in cases where the detached area would be-
come part of another organized borough. Given the pending proposal to form the
North Pole Borough, we believe that any proposal to add such provisions to the bill
could generate intense opposition from Fairbanks Legislators and others. The bill is
neutral on this point and we urge you to keep it that way.
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However, we did advise you that we recognize that the establishment and alteration
of municipal boundaries is a legislative function which, in Alaska, has been del-
egated to the LBC by the constitution and statutes. It is fitting that the LBC solicit
and consider legislative preferences regarding such matters. Further, the LBC may
formally involve the legislature in the consideration of municipal boundary changes
under the provisions of Article X, 8§12 of the Constitution.

Bill Title. You indicated that you may wish to amend the title of the bill. In keep-
ing with our strong desire for timely action, we encourage you to alter the title of
the bill only if it can be accomplished in the next few hours, perhaps in the Senate
Rules Committee.

After consulting with the leadership of the House, we are concerned that unless SB
164 is passed by the Senate this week, the House will not have sufficient time to
consider the proposal. In light oi our assurances and the views of the Department
of Law, we urge you to pass the bill out of the Rules Committee in a timely manner
to allow consideration by the House.

If you wish to discuss any of these points, please contact me.

Cordially,

Darroll Hargraves
Chairman

cc. Rick Halford, President of the Senate
Ramona Barnes, Speaker of the House
Senator Robin Taylor
Senator Randy Phillips
Representative Gail Phillips
Representative Harley Olberg
Representative Carl Moses
Local Boundary Commission members
Edgar Blatchford, Commissioner, DCRA
Robert Walsh, Director, MRAD
Barbara Blasco, Assistant AG



Alaska State Legislature

S§g|w SENATE COMMUNITY AND REGIONAL AFFAIRS
COMMITTEE |

Senator Randy Phillips. Chair
Senator Robin Taylor, Vice Chair
Senator Loren Leman

Senator Al Adams

Senator Fred Zharoff

MEMORANDUM

TO Representative Harley Olberg, Chairman
House Community and Regional A ffairs Committee

FROM: Senator Randy Phillips, Chairman
Senate Community and Regional A ffairs Committee

DATE: April 26, 1994

SUBJECT: SB 164 - Municipal Incorporation/Reclassification/
Dissolution

This bill was introduced at the request of the Alaska Local
Boundary Commission. SB 164 cleans up some problem areas for
the commission and resolves some other issues.

Attached is a copy of a summary analysis and sectional

analysis provided by the Department of Community and Regional
A ffairs.

| urge your favorable consideration on Senate Bill 164.

Attachments
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BILL: SB 164 SHORT TITLE: HUN INCORP/RECLASSIFICATIQN/DISSOLUTION
BILL VERSION: CSSB 164(RLS)

SPC)NSOR(S) : COMMUNITY & REGIONAL AFFAIRS
CURRENT STATUS: (H> CRA STATUS DATE: ©4/22/94

HEARING; (H) CRA APR 26 01:00 PM

TITLE: “AN ACT PROVIDING THAT HOME RULE CITIES IN THE UNORGANIZED BOROUGH ARE
SCHOOL DISTRICTS; PERMITTING THE LOCAL BOUNDARY COMMISSION TO AMEND PETITIONS
FOR INCORPORATION OR PROPOSING MUNICIPAL BOUNDARY CHANGES; APPLYING EXISTING
STANDARDS OF INCORPORATION FOR BOROUGHS TO UNIFIED MUNICIPALITIES; APPLYING
EXISTING STANDARDS OF INCORPORATION FOR FIRST CLASS CITIES TO INCORPORATION OF
A HOME RULE CITY; AND RELATING TO RECLASSIFICATION OF FIRST CLASS OR HOME RULE
CITIES TO SECOND CLASS CITIES, TO MUNICIPAL RECLASSIFICATION AND TO PUBLIC
HEARINGS ON RECLASSIFICATION, TO FORMATION OF HOME RULE CITIES AND UNIFIED
MUNICIPALITIES THROUGH INCORPORATION, MERGER, OR CONSOLIDATION, TO ORGANIZATION
GRANTS AND TRANSITIONAL ASSISTANCE FOR UNIFIED MUNICIPALITIES, TO ADOPTION OF A
HOME RULE CHARTER BY A SECOND CLASS CITY, TO DISSOLUTION OF MUNICIPALITIES, TO
FILING COPIES OF AN AMENDED HOME RULE CHARTER, AND TO REGULATIONS OF THE LOCAL
BOUNDARY COMMISSION DEALING WITH STANDARDS AND PROCEDURES FOR MUNICIPAL,

INCORPORATION, ANNEXATION, DETACHMENT, MERGER, CONSOLIDATION, RECLASSIFICATION,
AND DISSOLUTION-*

03/16/93 825 <S) READ THE FIRST TIME - REFERRAL(S)
03/16/93 826 <S)  CRA, JUDICIARY

04/26/93 1758 (S) CRA RPT CS 2DP 2NR NEW TITLE
04/26/93 1758 (S) ZERO FISCAL NOTE TC SB & CS (DCRA)
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04/20/94 3807 <S) RLS RPT CS 4DP (, CALENDAR 4/20/94
04/20/94 3808 (s> PREVIOUS ZERO FN APPLIES TO CS
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SUMMARY OF PRINCIPAL

PROVISIONS OF CSSB 164(RLYS)

Prepared April 25, 1994 by Local Boundary Commission Staff
Department of Community and Regional Affairs

"An Act providing that home rule cities in the unorganized borough are school districts;
permitting the Local Boundary Commission to amend petitions for incorporation or
proposing municipal boundary changes; applying existing standards of incorporation for
boroughs to unified municipalities; applying existing standards of incorporation for
first class cities to incorporation of a home rule city; and relating to reclassification of
first class or home rule cities to second class cities, to municipal reclassification and to
public hearings on reclassification, to formation of home rule cities and unified
municipalities through incorporation, merger, or consolidation, to organization grants
and transitional assistance for unified municipalities, to adoption of a home rule
charter by a second class city, to dissolution of municipalities, to filing copies of an
amended home rule charter, and to regulations of the local boundary commission
dealing with standards and procedures for municipal incorporation, annexation,
detachment, merger, consolidation, reclassification and dissolution."

In general terms, the bill has the following effects:

Permits first class and home rule cities to reclassify as second class
c.ties; provides oversight of city reclassification, addresses standards
and procedures for city reclassification. (Sections 2, 3, 4, 5, 30 and 31)

*> Pen its incorporation of home rule cities and unified municipalities;
establishes standards for incorporation of home rule cities and unified
municipalities; anu affirms that home rule cities and home rule
boroughs may be created through merger and consolidation. (Sections
6,7,8,10,11,12,13,15,16,18,19,23,24, 25,26, 27 and 28)

Affirms the Local Boundary Commission's authority to approve or
amend petitions for municipal incorporation, annexation, detachment,
merger, consolidation, and dissolution and to adopt regulations for
such. (Sections 9,14,17, 21, and 30)

Makes certain amendments regarding city school districts, dissolution,
and home rule municipal governments. (Section 1 concerns city school
districts; Sections 20 and 22 deal with dissolution; Section 29 concerns
home rule charter amendments and Section 31 addresses home rule
cities)



SECTIONAL ANALYSIS
CSSB 164(RLS)

Prepared April 25, 1994 by Local Boundary Commission Staff
Department of Community and Regional Affairs

"An Act providing that home rule cities in the unorganized borough aie
school districts; permitting the Local Boundary Commission to amend
petitions for incorporation or proposing municipal boundary changes;
applying existing standards of incorporation for boroughs to unified
municipalities; applying existing standards of incorporation for first class
cities to incorporation of a home rule city; and relating to reclassification of
first class or home rule cities to second class cities, to municipal
reclassification and to public hearings on reclassification, to formation of
home rule cities and unified municipalities through incorporation, merger,
or consolidation, to organization grants and transitional assistance for unified
municipalities, to adoption of a home rule charter by a second class city, to
dissolution of municipalities, to filing copies of an amended home rule
charter, and to regulations of the local boundary commission dealing with
standards and procedures for municipal incorporation, annexation,
detachment, merger, consolidation, reclassification and dissolution.”

Section 1 recognizes that a home rule city in the Unorganized Borough is a
city school district. Such is already recognized under AS 29.35.260(b).
[Amends AS 14.12.010, entitled, "Districts of state public school system".]

Section 2 permits a first class or home rule city to reclassify as a second class
city. It also revises procedures and establishes standards for reclassification of
cities. Under the new procedures, the Department of Community & Regional
Affairs reviews the reclassification proposal and the Local Boundary
Commission conducts a hearing on the matter. If the Commission
determines that the city proposed for reclassification meets standards set out
in existing law for incorporation of the class of city proposed by the petition,
and that reclassification is in the best interests of the state, it wil approve the
petition. [Amends AS 29.04.040(a), a subsection of the section entitled,
"Reclassification of second class cities™]

Section 3 stipulates that voters or a city council may initiate a petition for
reclassification. [Amends AS 29.04.040(b), a subsection of the section entitled,
"Reclassification of second class cities".]
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Section 4 provides that the council of a city proposed for reclassification shall
order an election on the proposed reclassification within 30 days of the receipt
of notice from the Local Boundary Commission that it has approved a
reclassification petition for that city. [Amends AS 29.04.040(d), a subsection of
the section entitled, "Reclassification of second class cities".]

Section 5 deletes the reference concerning reclassification only "to first class
status," thereby acknowledging that home rule or first class cities may also
reclassify to second class status. It also states provisions concerning the
reclassification in clearer terms (i.e., "is reclassified" instead of "shall be
considered reclassified"). [Amends AS 29.04.040(e), a subsection of the section
entitled, "Reclassification of second class cities".]

Section 6 permits incorporation of a home rule city. It also applies existing
standards for incorporation of a first class city to incorporation of a home rule
city. [Amends AS 29.05.011(a), a subsection of the section entitled,
"Incorporation of a city".]

Section 7 allows incorporation of a unified municipality. It applies existing
standards for incorporation of a borough to the incorporation of a unified
municipality. [Amends AS 29.05.001(a), a subsection of the section entitled,
"Incorporation of a borough™.!

Section 8 requires that a petition to incorporate a unified municipality be
signed by the same number of voters required under existing law for
incorporation of a borough. Ic also requires that a petition to incorporate a
home rule city be signed by the same number of voters required under
existing law for incorporation of a first class city.

Further, this section of the bill requires that a petition to incorporate a unified
municipality designate areawide powers to be exercised. It also requires that a
petition to incorporate a home rule city designate the powers to be exercised.
Lastly, it requires that a petition to incorporate a home rule city or a unified
municipality mclude a proposed home rule charter. [Amends AS 29.05.060
entitled, "Petition" (for incorporation).]
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Section 9 affirms the Local Boundary Commission's authority to approve or
amend a petition for incorporation of a municipal government. [Amends .AS
29.05.100(a), a subsection of the section entitled, "Decision™ (of the Local
Boundary Commission regarding incorporation).]

Section 10 recognizes that the home rule charter included with a petition to
incorporate a home rule city or a unified municipality is adopted if the voters
approve incorporation. [Amends AS 29.05.110(d), a subsection of the section
entitled, "Incorporation election™.J

Section 11 adds a new subsection that provides that incorporation of a unified
municipality dissolves all other municipalities within the boundaries of the
unified municipality. [Amends AS 29.05.140 entitled, "Transition".]

Section 12 extends organization grants to newly incorporated unified
municipalities at the same level currently provided to newly incorporated
boroughs. Current law does not extend organization grants to boroughs
formed through merger or consolidation or to a unified municipality formed
by unifying an existing borough and cities within it. Section 12 of this bill
maintains that principle by not extending organization grants to r newly
incorporated unified municipality "that occupies the area formerly occupied
by a borough.” [Amends AS 29.05.190 entitled, "Organization grants to
boroughs™.] Note: the question has been raised whether the bill repeals
provisions for organizational grants to boroughs. It does not. This is clear
from lines 7-11, page 6, CSSB 164(RLS). The question apparently stems from
Lines 12 ? 16, page 6 in zvhich the word "municipality's™ is substituted for the
word "borough's" when stating the amount of the entitlement. In that
context, the word "municipality" is defined by AS 29.71.800 (13) to include
both boroughs and unified municipalities.

Section 13 extends transitional assistance to newly incorporated unified
municipalities at the same level currently provided to newly incorporated
boroughs. The assistance includes: determining the population; helping to
establish the initial sales and use tax assessment and collection department, if
the unified municipality has adopted such a tax; and helping to determine the
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initial property tax assessment roll if the unified municipality has adopted a
property tax. Current law does not extend transitional assistance to boroughs
formed through merger or consolidation or to a unified municipality formed
by unifying an existing borough and cities within it. Section 13 of this bill
maintains that principle by not extending transitional assistance to a unified
municipality "that occupies the area formerly occupied by a borough."
[Amends AS 29.05.210 entitled, "Transitional assistance to boroughs".]

Section 14 affirms the Local Boundary Commission's authority to amend a
petition for municipal annexation or detachment. lAmends AS 29.06.040(a), a
subsection of the section entitled, "Local Boundary Commission™ (review of
annexation and detachment petitions).]

Section 15 affirms that a home rule city or a home rule borough may be
formed through merger or consolidation. [Amends AS 29.06.090(a), a
subsection of the section entitled, "Merger and consolidation".]

Section 15 requires that a petition to form a home rule city or borough
through merger or consolidation include a proposed home rule charter.
[Amends AS 29.06.100(b), a subsection of the section entitled, "Petition" (for
merger and consolidation).]

Section 17 affirms the Local Boundary Commission's authority to approve or
amend a petition for municipal merger or consolidation. /Amends AS
29.06.130(a), a subsection of the section entitled, "Decision" (of the Local
Boundary Commission regarding merger or consolidation petitions).]

Section 18 provides that the home rule charter included with a petition to
merge or consolidate a home rule city or borough is adopted if the voters
approve merger or consolidation. [Amends AS 29.05.140(b), a subsection of
the section entitled, "Election™ (for merger or consolidation).]

Section 19 permits an area that has neither a city government nor an
organized borough; or an area that has one or more city governments but no
organized borough, to form a unified municipality. [Amends AS 29.06.190
entitled, "Unification of municipalities authorized".]
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Section 20 modifies the standard for dissolution of cities under AS
29.06.470(a)(3) to provide that the number of petition signatures required to
meet the standard be based upon the last regular election in that municipality,
as opposed to the last general election. The change makes the statutes
consistent in the use of the last regular election of a municipality. [Amends
AS 29.06.470(a), a subsection of the section entitled, "Standards" (for
dissolution).!

Section 21 affirms the Local Boundary Commission's authority to amend a
petition for municipal dissolution. It also affirms that the dissolution
standard in AS 29.06.470(a)(3) concerning the best interest of the state also
applies under AS 29.06.470(a)(1) and (2). [Amends AS 29.06.500(a), a
subsection of the section entitled, "Decision” (of the Local Boundary
Commission regarding dissolution petitions).]

Section 22 adds provisions concerning succession to a dissolved municipality
by another municipal government or the State. Current law provides that a
municipal successor or the State succeeds to all assets and liabilities of the
dissolved municipality. Section 22 provides that a municipal successor or the
State also succeeds to the rights, powers, and duties of the dissolved
municipality. That provision is identical to existing law concerning
succession to rights, powers, duties, assets and liabilities of municipalities as a
result of municipal merger or consolidation [respectively, AS 29.06.150 (a) and
(b)]. [Amends AS 29.06.520 entitled, "Succession to assets and liabilities".]

Section 23 affirms that a home rule charter may be adopted through merger
or consolidation, or as a result of the incorporation of a home rule city or
unified municipality. [Amends AS 29.10.010(c), a subsection of the section
entitled, "Municipal charter adoption".]

Section 24 provides that a proposed charter for a home rule municipal
government is prepared by the petitioners and is filed with the petition for
incorporation, merger or consolidation. [Amends AS 29.10.010(f), a
subsection of the section entitled, "Municipal charter adoption™.]
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Section 25 requires the Department of Community & Regional Affairs to
prepare a model charter for a home rule city and a unified municipality.
[Amends AS 29.10.020 entitled, "Model charters".]

Section 26 provides that the proposed charter for a home rule municipal
government that is to be formed by incorporation, merger of consolidation
must be submitted to the voters for approval at the election held to
incorporate, merge or consolidate. [Amends AS 29.10.070 entitled, "Charter
election™.]

Section 27 provides that upon certification of voter approval at an election for
the incorporation, merger or consolidation of a home rule municipal
government, the charter becomes the organic law of a home rule municipal
government. The municipality must file the charter with certain state and
municipal officials. [Amends AS 29.10.080(a), a subsection of the section
entitled, "Charter adoption".]

Section 28 provides that if the voters reject a proposal to incorporate, merge
or consolidate as a home rule municipal government, the charter is rejected.
[Amends AS 29.10.090(b), a subsection of the section e>Aitled, "Charter
rejection".]

Section 29 requires a home rule municipality to file a copy of amendments to
its charter in the same manner that it was required to file its initial charter.
[/ rends AS 29.10.100 entitled, "Charter amendment".]

Section 30 affirms the Local Boundary Commission's authority to adopt
regulations for municipal incorporation, annexation, detachment, merger
consolidation and dissolution. It also adds authority for the Commission to
adopt regulations concerning municipal reclassification. [Amends AS
44.47.567(a), a subsection of the section entitled, "Powers and duties" (of the
Local Boundary Commission).]
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Section 31 eliminates the requirement that a city council hold a public
hearing on a proposed reel tssification of the city. As noted previously,
Section 2 of CSSB 164(RLS) requires that the Local Boundary Commission
hold a hearing on reclassification. A city council would not be prohibited
from holding a hearing on the proposal in the course of preparing its petition
for reclassification. Section 31 also repeals the provision that allows a second
class city to adopt a home rule charter only if it has a population of at least
3,500 permanent residents and jurisdictional boundaries encompassing at
least 35 square miles. [Repeals AS 29.04.040(c), a subsection of the section
entitled, "Reclassification of second class cities™] and repeals AS 29.10.010(b), a
subsection of the section entitled, "Municipal charter adoption."]
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CS FOR SENATE BILL NO. 164(RLS)

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RULES COMMITTEE

Offered: 4/20/94
Referred: Today’s Calendar

Sponsons): SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act providing that home rule cities in the unorganized borough are school
districts; permitting the Local Boundary Commission to amend petitions for
incorporafi *n or proposing municipal boundary changes; applying existing standards
of incorporation for boroughs to unified municipalities; applying existing standards
of incorporation for First class cities to incorporation of a home rule city; and
relating to reclassification of first class or home rule cities to second class cities,
to municipal reclassification and to public hearings on reclassification, to formation
of home rule cities and unified municipalities through incorporation, merger, or
consolidation, to organization grants anil transitional assistance for unified
municipalities, to adoption of a home rule charter by a second class city, to
dissolution of municipalities, to filing copies of an amended home rule charter,

and to regulations of the local boundary commission dealing with standards and

SBO 164d J. CSSB 164(RLS)
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IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.12.010 is amended to read:

Sec. 14.12.010. DISTRICTS OF STATE PUBLIC SCHOOL SYSTEM. The

districts of the state public school system are as follows

(1) each home rule and first class city in the unorganized borough is
a city school district;

(2) each organized borough is a borough school district:

(3) the area outside organized boroughs and outside home rule and

first class cities is divided into regional educational attendance areas.

* Sec. 2. AS 29.04.040(a) is amended to read:

(a) A second class city may be reclassified as a first class citv. A first class
or home rule citv mav he reclassified as a second class citv. Reclassification is
proposed bv filing a petition with the department. The department shall
investigate the proposal and report its findings to the Local Boundary
Commission with its recommendations. The commission shall hold at least one
public hearing in the citv on the proposal. If the commission determines that the
citv meets the standards for incorporation under AS 29.05.011 for the class of citv
proposed in the reclassification petition and that reclassification is in the best
interests of the state, it mav accept or amend and accept the petition. If the
commission determines that the citv does not meet the standards or that
reclassification is not in the best interests of the state, it shall reject the petition.
The commission shall notify the citv of its decision. The decision mav he appealed
under AS 44.62 (Administrative Procedure Actl (BY HOLDING AN ELECTION
ON THE QUESTION. IF THE DEPARTMENT DETERMINES FROM THE BEST

FIGURES AVAILABLE THAT THE POPULATION OF THE CITY HAS REACHED
400 PERMANENT RESIDENTS].

* Sec. 3. AS 29.04.040(b) is amended to read:

(b) A petition proposing (AN ELECTION ON THE QUESTION OF]

SB0164d
New Text Underlined [DELETED TEXT BRACKETED/



R W N

© 00 N O O,

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

SBOl64d

reclassification may be filed bv [INITIATED IN TWO WAYS:]

(1) a number of voters equal to 15 percent of the number of votes cast
in the city at the preceding regular election [MAY FILE A PETITION WITH THE
COUNCIL]; or

(2) the council [MAY PROPOSE RECLASSIFICATION].

*Sec. 4. AS 29.04.040(d) is amended to read:

(d) The council shall, within 30 days after receiving notification from the
Local Boundary Commission that a petition has been accepted [ITS FINDINGS
HAVE BEEN MADE PUBLIC], order an election: on the question of reclassification.
The election shall be held at least 30 days after the order and not later than the next
regular election occurring after the 30-day period. If more than one question is to be
voted on at the election, each shall appear separately on the ballot.

*Sec. 5. AS 29.04.040(e) is amended to read:

(c) The council shall certify the election results to the department. If the
majority of votes cast is favorable, the city is [SHALL BE CONSIDERED] reclassified
[TO FIRST CLASS STATUS] 30 days after certification of the election results.

*Sec. 6. AS 29.05.011(a) is amended to read:

(a) A community that meets the following standards may incorporate as a first
class or home rule city:

(1) the community has 400 or more permanent residents;

(2) the boundaries of the proposed city include all areas necessary to
provide municipal services on an efficient scale;

(3) the economy of the community includes the human and financial
resources necessary to provide municipal services; in considering the economy of the
community, the Local Boundary Commission shall consider property values, economic
base, personal income, resource and commercial development, anticipated functions,
and the expenses and income of the proposed city, including the ability of the
community to generate local revenue;

(4) the population of the community is stable enough to supportcity

government;

(5) there is a demonstrated need for city government.

-3- CSSB 164(RLS)
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* Sec. 7. AS 29.05.031(a) is amended to read:

(a) An area that meets the following standards may incorporate as a home rule,
first class, or second class borough, nr as a unified municipality:

(1) the population of the area is interrelated and integrated as to its
sociil, cultural, and economic activities, and is large and stable enough to support
borough government;

(2) the boundaries of the proposed borough or unified municipality

conform generally to natural geography and include allareas tecessarv for full

development of municipal services;

(3) the economy of the area includes the human and financial resources
capable of providing municipal services; evaluation of an area’seconomy includes land
use, property values, total economic base, total personal income, resource and
c- /imercial development, anticipatedfunctions, expenses, andincome of the proposed
borough or unified municipality;

(4) land, water, and air transportation facilities allow the

communication and exchange necessary for the development of integrated borough

government.
* Sec. 8. AS 29.05.060 is amended to read:

Sec. 29.05.060. PETITION. Municipal incorporation is proposed by filing a
petition with the department. The petition must [SHALL] include the following
information about the proposed municipality:

(1) class;
(2) name;
(3) boundaries;
(4) maps, documents,and other information required by the department;
(5) composition and apportionment of the governing body;
(6) a proposed operating budget for the municipality projecting sources
of income and items of expenditure through the first full fiscal year of operation;

(7) for a borough or unified municipality, based on the number who
voted in the respective areas in the last general election, the signature and resident

address of 15 percent of the voters in

4- SB0164d
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(A) home rule and first class cities in the area of the proposed

borough or unified municipality: and

(B) the area of the proposed borough or unified municipality

outside home rule and first class cities;

(S, for a first class borough or unified municipality, a designation of

areawide powers to be exercised:

(9) for a second class borough, a designation of areawide and

nonareawide powers to be exercised;

(10) for a first class. [OR] second class, or home rule city, a

designation of the powers to be exercised:

(11) for a first class or home rule city, based on the number who voted
in the area in the last general election, the signatures and resident addresses of 50
voters in the proposed city or of 15 percent of the voters in the proposed city,
whichever is greater:

(12) for a second class city, based on the number who voted in the area
in the last general election, the signatures and resident addresses of 25 voters in the
proposed city or of 15 percent of the voters in the proposed city, whichever is greatc;

(13) lor a home rule citv, home rule borough, or unified municipality

a proposed home rule charter.
* Sec. 9. AS 29.05.100(a) is amended to read:

(a) If the Local Boundary Commission determines that a proposed municipality
fails to meet the standards for incorporation, it shall reject the petition. If the
commission determines that the proposed municipality meets the standards, it mav
[SHALL] accept the petition or amend [ IF THE COMMISSION DETERMINES
THAT THE PROPOSED MUNICIPAL BOUNDARIES CAN BE ALTERED TO
MEET THE STANDARDS. IT MAY ALTER THE BOUNDARIES] and accept the
petition.

* Sec. 10. AS 29.05.110(d) is amended to read:

(d) A home rule charter included in an incorporation petition

AS 29.05.060(13) is considered to be part of the incorporation question. The home

rule charter is adopted if the voters approve incorporation of the citv, borough, or

SB0164)J 5
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unified municipality.
* Sec. 11. AS 29.05.140 is amended by adding a new subsection to read:

() Upon incorporation, the home rule charter of a unified municipality

operates to dissolve all municipalities in the area unified in accordance with the
charter.

* Sec. 12. AS 29.05.190 is amended to read:
Sec. 29.05.190. ORGANIZATION GRANTS TO BOROUGHS AND
UNIFIED MUNICIPALITIES, (a) For the purpose of defraying the cost of
transition to borough government and to provide for interim governmental operations.
each borough or unified municipality incorporated after December 31. 1985, s
entitled to organization grants as follows:
(1) S30U.000 for the municipality's [BOROUGH’S] first full or partial

fiscal year;

(2) S200.000 for the municipality’s IBOROUGH'S] second fiscal year;
and
(3) S10Q.000 for the municipality’s [BOROUGH'S] third fiscal year.
(b) The department shall disburse the first organization grant to a borough or
unified municipality within 30 days after certification of the [INCORPORATION]
election favoring incorporation [OF A BOROUGH], or as soon after that as money is
appropriated and available for the purpose. The second gram shall be disbursed within
30 days after the beginning of the municipality’s [ BOROUGH’S] second fiscal year,
or as soon after that as money is appropriated and available for the purpose. The third
grant shall be disbursed within 30 days after the beginning of the municipality’s
[BOROUGH?’S] third fiscal year, or as soon after that as money is appropriated and
available for the purpose.
(c) This section does not apply to a borough incorporated by consolidation or
to a unified municipality that occupies the area formerly occupied hv a borough
* Sec. 13. AS 29.05.210 is amended to read:
Sec. 29.05.210. TRANSITIONAL ASSISTANCE TO BOROUGHS AND
UNIFIED MUNICIPALITIES, (a) Within 30 days after the date of incorporation

of a borough or nnified municipality incorporated after December 31, 1985, the
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department shall determine the population of the borough or unified municipality.
(b) The department shall provide assistance to each borough and unified
municipality incorporated after December 31, 1985, in
(1) establishing the initial sales and use tax assessment and collection
department if the borough or unified municipality has adopted a sales or use tax;
(2) determining the initial property tax assessment roll if the borough
or unified municipality has adopted a property tax, including contracting for
appraisals of property needed to complete the initial assessment.

(c) This section does not apply to a borough incorporated by consolidation or

to a unified municipality that occupies the area formerly occupied bv aborough.
* Sec. 14. AS 29.06.040(a) is amended to read:

(a) The Local Boundary Commission may consider any proposed municipal
boundary change. It may reject the proposed change, accept the proposed change, or
amend [ALTER THE BOUNDARIES] and accept tl e proposal [AS ALTERED], A
Local Boundary Commission decision under this subsection may be appealed under
AS 44.62 (Administrative Procedure Act).

* Sec. 15. AS 29.06.090(a) is amended to read:

(@) Two or more municipalities may merge or consolidate to form a single
general law or home rule municipality, except a third class borough may not be
formed through merger or consolidation.

* Sec. 16. As 29.06 100(b) is amended to read:
(b) The petition includes
(1) the name and class of each existing municipality;
(2) the name and class of the proposed municipality;
(3) the proposed composition and apportionment of the governing body;
(4) maps documents, and other information that shows that the
proposed municipality meets the standards for municipal incorporation”
(5) for a home rule municipality, a proposed home rule charter.
* Sec. 17. AS 29.06.130(a) is amended to read:
(a) If the Local Boundary Commission determines that the proposed

municipality fails to meet the standards for incorporation, it shall reject the merger or
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consolidation petition. If the commission determines that the proposed municipality
meets these standards, it mav [SHALL] accept the petition or amend [ IF THE
COMMISSION DETERMINES THAT THE PROPOSED BOUNDARIES OR THE
COMPOSITION AND APPORTIONMENT OF THE GOVERNING BODY CAN BE
ALTERED TO MEET THE STANDARDS. IT MAY ALTER THE PROPOSAL] and
accept the petition.

* Sec. 18. AS 29.06.140(b) is amended to read:

(b) A home rule charter in a merger nr consolidation petition submitted
under AS 29.06.100(h)(5) is part of the merger or consolidation question. The
charter is adopted if the voters approve the merger or consolidation. The director
of elections shall supervise the election in the general manner prescribed by AS 15
(Election Code). The stale shall pay all election costs.

* Sec. 19. AS 29.06.190 is amended by adding a new subsection to read:

(b) An area that is not incorporated as a borough, including any cities in the

area, may incorporate as a unified municipality under AS 29.05.031.
* Sec. 20. AS 29.06.470(a) is amended to read:

(a) Except as provided in (b) of this section, voters of a municipality may
petition for dissolution when the municipality is free of debt. or. if in debt, each of its
creditors is satisfied with a method of repayment and

(1) the municipality no longer meets the minimum standards prescribed
for incorporation by AS 29.05. or former AS 29.18.030 if it is a third class borough:
(2) the municipality ceases to use each of its mandatory powers; or
(3) the dissolution petition filed under AS 29.06.460 is signed by a
number of voters of the municipality proposed to be dissolved greater than 50 percent
of the number of votes cast in the last regular [GENERAL] election in that
municipality.
* Sec. 21. AS 29.06.500(a) is amended to read:

(a) If the Local Boundary Commission determines that a municipality tails to
meet the standa.ds for dissolution, it shall reject the petition. [IF THE COMMISSION
DETERMINES THAT THE MUNICIPALITY MEETS THE STANDARDS UNDER
AS 29.06.470(A)(1) OR (2), IT SHALL ACCEPT THE PETITION.] If the

SBOI64il
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commission determines that the petition meets the standards under AS 29.06.470(a)(1). -
(2). or (3) [AS 29.06.470(a)(3)] and that dissolution of the municipality is in the best

interest of the state, it shall accept the petition. The commission mav amend the

proposal and accept the petition.

* Sec. 22. AS 29.06.520 is amended to read:

Sec. 29.06.520. SUCCESSION [TO ASSETS AND LIABILITIES]. A
municipality succeeding to a dissolved municipality succeeds to all rights, powers.
duties, assets, and liabilities of the dissolved municipality. Otherwise, the state
succeeds to those rights, powers, duties, assets, and liabilities. If the state succeeds
to a dissolved municipality, the state may enter into a contract for the performance of
duties or powers in the area of the dissolved municipality. However, a contract with
an organization for the performance of duties or powers entered into under this section

does not constitute recognition by the state of governmental powers of fliat

organization.

* Sec. 23. AS 29.10.010(c) is amended to read:

(c) At an incorporation, merger, or consolidation election a municipality
[FOR BOROUGH INCORPORATION. AN AREA IN THE UNORGANIZED
BOROUGH] may adopt a charter for its own government and incorporate, merge, or

consolidate as a home rule citv. borough, or unified municipality.

* Sec. 24. AS 29.10.010(f) is amended to read:

() The proposed charter for a home rule municipality to be formed hv
incorporation, merger, or consolidation [AN AREA OF THE UNORGANIZED
BOROUGH] shall be prepared by the petitioners and filed [UNDER AS 29.05.060]

with the petition to incorporate, merge, or consolidate a home rule citv. borough, or

unified municipality.

Sec. 25. AS 29.10.020 is amended to read:

Sec. 29.10.020. MODEL CHARTERS. The department shall prepare at least
one model home rule charter for a citv. borough, and unified municipality. The
model charters [CHARTER] shall be made available to persons interested in filing a

petition to form [INCORPORATE] a home rule municipality [BOROUGH] under
AS 29.05.060 or AS 29.06.090.

SB01644 9 CSSB 164IRLS)
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* Sec. 26. AS 29.10.070 is amended to read:

Sec. 29.10.070. CHARTER ELECTION. The proposed home rule charter for
an existing municipality shall be submitted to the voters at an election held not less
than 30 days or more than 90 days after the proposed charter is published. The
proposed home rule charter for a home rule municipality to be formed bv
incorporation, merecr. or consolidation [AN AREA IN THE UNORGANIZED

BOROUGH] shall be submitted to the voters at an [INCORPORATION] election held
under AS 29.05.110 or AS 29.06.140.

* Sec. 27. AS 29.10.080(a) is amended to read:

(a) If a majority of those voting in an existing municipality favor the proposed
charter or if a majority of those voting to form a home rule municipality bv
incorporation, menzer. or consolidation [IN AN AREA IN THE UNORGANIZED
BOROUGH] favor incorporation, merger, or consolidation [OF A HOME RULE
BOROUGH], the proposed charter becomes the organic law of the municipality
effective on the date the election is certified. Thereafter, a court shall take judicial
notice of the charter. The new home rule municipality shall file the indicated number
of copies of the charter with

(1) the lieutenant governor - two copies;
(2) the department - two copies;
(3) the district recorder - one copy;

(4) the municipal clerk - one copy.

* Sec. 28. AS 29.10.090(b) is amended to read:

(b) If incorporation, merger, t  msolidation of a home rule municipality
[BOROUGH] is rejected by the voters [IN AN AREA IN THE UNORGANIZED
BOROUGH], the proposed charter is rejected.

* Sec. 29. AS 29.10.100 is amended by adding a new subsection to read:

(c) If a charter is amended, the municipality shall file the indicated number of
copies of the revised charter with
(1) the lieutenant governor - two copies;
(2) the department - two copies;

(3) the district recorder - one copy;

SB0164d
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(4) the municipal clerk - one copy.

* Sec. 30. AS 44.47.567(a) is amended to read:

(@) The local boundary commission shall

(1) make studies of local government boundary problems;

(2) adopt regulations providing [DEVELOP PROPOSED] standards
and procedures for municipal incorporation, annexation, detachment, merger.
consolidation, reclassification, and dissolution [CHANGING LOCAL BOUNDARY
LINES];

(3) consider a local government boundary change requested-of it by the
legislature, the commissioner of community and regional affairs, or a political
subdivision of the state: and

(4) develop standards and procedures for the extension of services and
ordinances of incorporated cities into contiguous areas for limited purposes upon
majority approval of the voters of the contiguous area to be annexed and prepare
transition schedules and prorated tax mill levies as v/ell as standards for participation

by voters of these contiguous areas in the affairs o* the incorporated cities furnishing

services.

* Sec. 31. AS 29.04.040(c) and AS 29.10.010(b) are repealed.

SB0164d -11. CSSB 164(RLS)
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COMPARISON BETWEEN SB 164 &

DCRA'S 3/25/93 W ORK DRAFT

CROSS REFERENCE TABLE

IA DRAFT SP164
Section 1 none
Section 2 Sections 1,2 & 3
Section 3 Section 4
Section 4 Section 5
Section 5 Section 6
Section 6 none
Section 7 Section 7
Section 8 Section 8
Section 9 Section 9
Section 10 Section 10
Section 11 none
Section 12 none
Section 13 none
Section 14 none
Section 15 none
Section 16 Section 11
Section 17 Section 12
Section 18 Section 13
Section 19 Sections 14,15 & 16
Section 20 Section 17
Section 21 Section 18
Section 22 Section 19
Section 23 Section 20
Section 24 none

Section 25

none



COMPARISON - SB 164/ DCRA'S 3/25/93 DRAFT
PAGE TWO

PROVISIONS WHICH ARE IDENTICAL
DCRA DRAFT 5B 164

Section 3 Section 4
Section 4 Section 5
Section 5 Section 6
Section 7 Section 7
Section 8 Section 8
Section 9 Section 9
Section 10 Section 10
Section 16 Section 11
Section 17 Section 12

PROVISIONS WHICH ARE IDENTICAL, EXCEPT THAT DCRA'S
DRAFT ALLOWS FOR MERGER OR CONSOLIDATION AS A
HOME RULE MUNICIPALITY

DCRA DRAFT .SB1IM

Section 20 Section 17
Section 21 Section 18
Section 22 Section 19
Section 23 Section 20

PROVISIONS OF DCRA'S DRAFT WHICH ARE NOT FOUND IN
SB 164

Section 1 of DCRA's draft is a housekeeping amendment to AS 14.12.010 to
formally acknowledge thata home rule city in the unorganized borough is a
city school district. This makes AS 14.12.010 consistent with AS

29.35.260(b).
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Section 6 of DCRA’ draft clarifies the discretion of the Commission in acting on
petitions for incorporation. The proposed amendment is similar to the
language used in the existing stofiitPs regarding annexation and detachment
(.see AS 29.06.040(a)]. The amendment is proposed because parties have
argued in the past that the Commission is obligated to accept an
incorporation petition irrespective of significant concerns over the
incorporation proposal which were raised at the local or state level.

The language in section 6 also clarifies the authority of the Commission to
make general amendments to a petition for incorporation. Presently, the
lav/ suggests that the Commission may amend only the boundaries of an
incorporation proposal. Typically, there are anumber of issues which
might be raised during an incorporation proceeding which could warrant
amendments to a petition. For example, it is often necessary to modify
provisions of an incorporation proposal concerning the composition and
apportionment of the governing body in order to bring it into compliance
with the equal representation provisions of the Alaska and U.S.
constitutions or to comply with the Federal Voting Rights Act.
Amendments to incorporation proposals relating to the levy of taxes to
insure the financial viability of the proposed municipality are also common.
Another example is the need for amendments to a "transition plan” detailing
how the proposed municipality will assume assets, liabilities, powers and
duties of an existing service provider.

Section 11 of DCRA’s draft clarifies the authority of the Commission to make
general amendments to a petition for annexation or detachment in the same
manner as discussed with respect to Section 6 of DCRA's draft.

Section 12 of DCIU Cs draft removes any question that a home rule municipality
uiety be formed by merger or consolidation.

Section 13 of DCRA's draft amends procedural requirements to allow for
proposals for merger or consolidation as a home rule city or a unified
municipality.

Section 14 of DCRA's draft clarifies the discretion of the Commission in acting on
petitions for merger and consolidation, and clarifies the authority of the
Commission to amend a petition for merger or consolidation in the same
manner as discussed with respect to Section 6 of DCRA's draft,
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Section 15 of DCRASs draft makes procedural amendments to allow merger and
consolidation of home rule municipalities.

Section 24 oi DCRA's draftrequires that a home rule municipality which amends
its charter must file a copy of the revised charter in the same manner as is
presently required for the adoption of a charter.

Section 25 of DCRA's draft provides that the Commission shall adopt regulations
governing standards and procedures for the reclassification of cities. The
language also clarifies the authority of the Commission to regulate municipal
incorporation. Further, it makes a statement at a single point in the law
concerning the Commission's authority to regulate all types of boundary
proposals.

PROVISIONS OF DCRA'S DRAFT WHICH DIFFER FROM SB
164.

Section 2 of DCRA's draft differs from Section 1 of SB 164 in that it would also
allow a first class city or home rule city to reclassify as a second class city.
Section 2 of DCRAV -?ait i’ ides language similar to Section 2 of SB 164,
except that it clam mcil means city council. Section 2 of DCRA's
draft deletes the lari.0 esenned in Section 3 of SB 164 on the grounds
that any such hearing should have been held prior to the filing of a petition
for reclassification and also that the Commission will conduct its own
hearing.

Section 18 of DCRA's draft is identical to Section 13 of SB 164, except that it
clarifies the fact that the Commission has discretion in accepting a petition for
dissolution and that it may amend a petition in the manner discussed with
respect to Section 6 of DCRA's draft.

Section 19 of DCRA's draft differs from Section 14 of SB 164 in that it eliminates
the provision authorizing a second class rify with a population of at least 3,500
and boundaries encompassing at least 35 square miles to adopt a home rule
charter. Only one of the 116 second class cities in Alaska meets those standards.
It should be stressed, however, that under the amendments proposed by Section
2 of DCRA's draft, a second class city could still reclassify as a first class city. A
first class city could, in turn, reclassify as a home rule city under AS 29.10.010.
Section 19 of DCRA draft also carries
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out the provisions allowing a home rule city and unified municipality to
incorporate as addressed in Sections 15and 16 of SB 164; it also makes
provisions for merger and consolidation as a home rule municipality.
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BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BYTHE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
Introduced:
Referred:

A BILL

FOR AN ACT ENTITLED
"An Act relating to municipal incorporation, reclassification, annexation,
detachment, merger, consolidation and dissolution.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
4Section. 1 AS 14.12.010 is amended to read:
Sec 14.12.010. DISTRICTS OF STATE PUBLIC SCHOOL SYSTEM. The
districts of the state public school system are as follows:
(1) each home rule and first class city in the unorganized borough is
a city school district;
(2) each organized borough is a borough school district;
(3) the area outside organized boroughs and outside home rule and
first class cities is divided into regional educational attendance areas.
* Sec. 2. AS 29.04.040 is amended to read:
Sec. 29.04.040. RECLASSIFICATION OF SECOND CLASS. FIRST
CLASS AND HOME RULE CITIES, (a) A second class city may be
reclassified as a first class city [BY HOLDING AN ELECTION ON THE
QUESTION,] if it meets the standards for incorporation of a first class city
under AS 29.05.011. A first class or home rule citv mav be reclassified as a
second class city. Reclassification is proposed bv filing a petition with the
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department. The department shall investigate the proposal and report its
findings to the Local Boundary Commission with its recommendations. The
commission shall hold at least one public hearing in the city on the proposal.
If the commission determines that the city meets the standards for
incorporation of the proposed classification of citv and that reclassification is
in the best interests of the state, it may accept or amend and accept the
petition and notify the city. If the commission determines that the city does
not meet the standards or that reclassification is not in the best interests of
the state, it shall reject the petition. The decision mav be appealed under the
Administrative Procedure Act (AS 44.62) [THE DEPARTMENT
DETERMINES FROM THE BEST FIGURES AVAILABLE THAT THE
POPULATION OF THE CITY HAS REACHED 400 PERMANENT
RESIDENTS].

(b) A petition proposing [AN ELECTION ON THE QUESTION OF]
reclassification may be filed by [INITIATED IN TWO WAYS]:

(1) anumber of voters equal to 15 percent of the number of votes
cast in the city at the preceding regular election [MAY FILE A PETITION
WITH THE COUNCIL]; or

(2) the citv council may propose reclassification.

[(c) THE COUNCIL SHALL HOLD AT LEAST ONE PUBLIC HEARING
IN THE CITY ON THE QUESTION OF RECLASSIFICATION. THE
COUNCIL SHALL THEN EVALUATE THE ABILITY OF THE CITY TO
ASSUME FIRST CLASS STATUS AND MAKE ITSFINDINGS PUBLIC.]

(cl [(a)] The council shall, within 30 days of notification by the Local
Boundary Commission, {, XFTER ITS FINDINGS HAVE BEEN MADE
PUBLIC,] order an election on the question of reclassification. The election
shall be held at least 30 days after the order and not later than the next

-2-
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regular election occurring after the 30-day period. If more than one question
is to be voted on at the election, each shall appear separately on the ballot.
(d) [e] The council shall certify the election results to the department. If
a majority of votes cast is favorable, the city shall be considered reclassified
[TO FIRST CLASS STATUS] 30 days after certification of the election results.
* Sec. 3. AS 29.05.011(a) isamended to read:
(@ A community that meets the following standards may incorporate as
a first class or home rule city:

(") the community has 400 or more permanent residents;

(2) the boundaries of the proposed city include all areas necessary
to provide municipal services on an efficient scale;

(3) the economy of the community includes the human and
financial resources necessary to provide municipal services; in considering
the economy of the community, the Local Boundary Commission shall
consider property values, economic base, personal income, resource and
commercial development, anticipated functions, and the expenses and
income of the proposed city, including the ability of the community to
generate local revenue;

(4) the population of the community is stable enough to support
city government;

(5) there is a demonstrated need for city government.

¢Sec. 4. AS 29.05.031(a) is amended to read:
(@) An area that meets the following standards may incorporate as a
home rule, first class, or second class borough, or as a united mm.icip_ality:

(1) the population of the area is interrelated ana mtegratea as to its
social, cultural, and economic activities, and is large and stable enough to
support borough government;

3.
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(2) the boundaries of the proposed borough or unified
municipality conform generally to natural geography and include all areas
necessary for lull development of municipal services:

(3) the economy of the area includes the human and financial
resources capable of providing municipal services; evaluation of an area’s
economy includes land use, property values, total economic base, total
personal income, resource and commercial development, anticipated
functions, expenses and income of the proposed borough or unified
municipality;

(4) land, water, and air transportation facilities allow the
communication and exchange necessary for the development of integrated
borough government.

* Sec. 5. AS 29.05.060 is amended to read:

Sec. 29.05.060. PETITION. Municipal incorporation is proposed by
tiling a petition with, the department, m e petition must LbJtiALLj include tne
following information about the proposed municipality:

fl) class.

(2) name;

(3) boundaries;

(4) maps, documents, and other information required by the

department;

(5) composition and apportionment of the governing body;

(6) a proposed operating budget for the municipality projecting

sources of income and items of expenditure through the first full fiscal year

of operation;

A

Mftw Tpvl IIndorlintxj (DELETED TEXT BRACKETED]



A WM

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

WORK DRAFT DCRA 3/25/93 WORK DRAFT

(7) for aborough or unified municipality, based on the number
who voted in the respective areas in the last general election, the signature
and resident address of 15 percent of the voters in
(A) home rule and first class cities in the area of the
proposed borough or unified municipality; and
(B) the area of the proposed borough or unified municipality
outside home rule and first class cities;

(8) for a first class borough or unified municipality, a designation
of areawide powers to be exercised;

(9) for a second class borough, a designation of areawide and
nonareawide powers to be exercised;

(10) for a first class, [OR] second class, or home rule city, a
designation of tire powers to be exercised;

(11) for a first class or home rule city, based on tire number who
voted in the area in the last general election, the signatures and resident
addresses of 50 voters in the proposed city or of 15 percent of the voters in
tire proposed city, whichever is greater;

(12) for a second class city, based on the number who voted in the
area in the last general election, the signatures and resident addresses of 25
voters in the proposed city or of 15 percent of the voters in the proposed city,
whichever is greater;

(13) for ahome rule city, home rule borough, or unified
municipality a proposed home rule charter.

* Sec. 6. AS 29.05.100(a) is amended to read:
(a) If the Local Boundary Commission determines that a proposed
municipality fails to meet the standards for incorporation, it shall reject the
petition. If the commission determines that the proposed municipality meets the

-5-
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standards, it may [SHALL] accept the petition. The commission may amend [IF
THE COMMISSION DETERMINES THAT THE PROPOSED MUNICIPAL
BOUNDARIES CAN BE ALTERED TO MEET THE STANDARDS, IT MAY
ALTER THE BOUNDARIES] and accept the petition.

* Sec. 7. AS 29.05.110(d) is amended to read:

(d) A home rule charter included in an incorporation petition under AS
29.05.060(13) is considered to be part of the incorporation question. The
home rule charter is adopted if the voters approve incorporation of the city,
borough, or unified municipality.

* Sec. 8. AS 29.05.140 is amended by adding a new subsection to read:
(e) Upon incorporation, the home rule charter of a unified municipality
operates to dissolve all municipalities in the area unified in accordance with
the charter.
* Sec. 9. AS 29.05.190 is amended to read:
Sec. 29.05.190. ORGANIZATION GRANTS TO BOROUGHS AND

UNIFIED MUNICIPALITIES, (a) For the purpose of defraying the cost of
transition to borough government and to provide for interim governmental
operations, each borough or unified municipality incorporated after
December 31,1985, is entitled to organization grants as follows:
(1) $300,000 for the municipality's [BOROUGH'S] first full or
partial fiscal year;
(2) $200,000 for the municipality's [BOROUGH'S] second fiscal
year; and
(3) $100,000 for the municipality's [BOROUGH'S] third fiscal year.
(b) The department shall disburse the first organization grant to a
borough or unified municipality within 30 days after certification of the
[INCORPORATION] election favoring incorporation [OF A BOROUGH], or

-6-
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as soon after that as money is appropriated and available for the purpose.
The second grant shall be disbursed within 30 days after the beginning of the
municipality's [BOROUGH'S] second fiscal year, or as soon after that as
money is appropriated and available for the purpose. The third grant shall
be disbursed within 30 days after the beginning of the municipality's
[BOROUGH] third fiscal year, or as soon after that as money is
appropriated and available for the purpose.

(c) This section does not apply to a borough incorporated by
consolidation or to a unified municipality that occupies the area formerly
occupied by an organized borough.

* Sec. 10. AS 29.05.210 is amended to read:

Sec. 29.05.210. TRANSITIONAL ASSISTANCE TO BOROUGHS AND
UNIFIED MUNICIPALITIES, (a) Within 30 days after the date of
incorporation of a borough or unified municipality incorporated after
December 31,1985, the department shall determine the population of the
borough or unified municipality.

(b) The department shall provide assistance to each borough and
unified municipality incorporated after December 31,1985, in

(1) establishing the initial sales and use tax assessment and
collection department if the borough or unified municipality has adopted as
sales or use tax;

(2) determining the initial property tax assessment roll if the
borough or unified municipality has adopted a property tax, including
contracting for appraisals of property needed to complete the initial

assessment.
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(c) This section does not apply to a borough incorporated by
consolidation or to a unified municipality that occupies the area formerly
occupied by an organized borough.

*Sec. 11. AS 29.06.040(a) is amended to read;

(a) The Local Boundary Commission may consider any proposed
municipal boundary change. It may reject the proposed change, accept the
proposed change, or alter [THE BOUNDARIES] and accept the proposal as
altered. A Local Boundary Commission decision under this subsection may be
appealed under AS 44.62 (Administrative Procedure Act).

*Sec. 12. AS 29.06.090(a) is amended to read:

(@) Two or more municipalities may merge or consolidate to form a
single general law or home rule municipality, except a third class borough
may not be formed through merger or consolidation.

*Sec. 13. AS 29.06.100(b) is amended to read:

(b) The petition includes

(1) the name and class of each existing municipality;

(2) the name and class of the proposed municipality;

(3) the proposed composition and apportionment of the governing

body;

(4) maps, documents, and other information that shows the

proposed municipality meets the standards for municipal incorporation;

(5) for a home rule municipality, a proposed home rule charter.

*Sec. 14. AS 29.06.130(a) is amended to read:

(a) If the Local Boundary Commission determines that the
proposed municipality fails to meet the standards for incorporation, it shall reject
the merger or consolidation petition. If the commission determines that the
proposed municipality meets these standards, it may [SHALL] accept the

-8-
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1 petition. The commission may amend [IF THE COMMISSION DETERMINES
THAT THE PROPOSED BOUNDARIES OR THE COMPOSITION AND

N

3 APPORTIONMENT OF THE GOVERNING BODY CAN BE ALTERED TO
4 MEET THE STANDARDS, IT MAY ALTER] the proposal and accept the petition.

5 * Sec. 15. AS 29.06.14Cis amended to read:

6 Sec. 29.06.140. ELECTION, (a) The Local Boundary Commission shall
7 immediately notify the director of elections of its acceptance of a merger or
8 consolidation petition. Within 30 days after notification, the director of
9 elections shall order an election in the area to be included in the new
10 municipality to determine whether the voters desire merger or consolidation.
11 The election must be held not less than 30 or more than 90 days after the
12 election order. A voter who is a resident of the area to be included in the
13 proposed municipality may vote.
14 (b) A home rule charter included in a merger or consolidation petition
15 under AS 29.06.100(b)(5) is considered to be part of the merger or
16 consolidation question. The home rule charter is adopted if the voters
17 approve merger or consolidation of the municipality.
18 icl [b] The director of elections shall supervise the election in the general
19 manner prescribed by the Alaska Election Code (AS 15). The state shall pay
20 all election costs.
21 (d) [c] The director of elections shall certify the election results. If
22 merger or consolidation is approved, the director of elections shall, within 10
23 days, set a date for election of officials of the new municipality. The election
24 date must be not less than 60 or more than 90 days after theelection order
25 and it is the effective date for the merger or consolidation.
26 * Sec. 16. AS 29.06.190 is amended by adding a new subsection to read:

-9-
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(b) An area that is not incorporated as a borough, including any cities in
the area, may incorporate as a unified municipality under AS 29.05.031
Sec. 17. AS 29.06.470(a) is amended to read:

(a) Except as provided in (b) of this section, voters of a municipality
may petition for dissolution when the municipality is free of debt, or, if in
debt, each of its creditors is satisfied with a method of repayment and

(1) the municipality no longer meets the minimum standards
prescribed for incorporation by AS 29.05, or former AS 29.18.030 if it is a
third class borough;

(2) the municipality ceases to use each of its mandatory powers;
or

(3) the dissolution petition filed under AS 29.06.460 is signed by a
number of voters of the municipality proposed to be dissolved greater than
50 percent of the number of votes cast in the last regular [GENERAL]
election in that municipality.

Sec. 18. AS 29.06.500(a) is amended to read:

(a) If the Local Boundary Commission determines that a municipality
fails to meet the standards for dissolution, it shall reject the petition. [IF THE
COMMISSION DETERMINES THAT THE MUNICIPALITY MEETS THE
STANDARDS UNDER AS 29.06.470(a)(1) OR (2), IT SHALL ACCEPT THE
PETITION.] If the commission determines that the petition meets the
standards under AS 29.06.470(a)(1), (2). or (3) [AS 29.06.470(a)(3)] and that
dissolution of the municipality is in the best interest of the state, it may

[SHALL] accept the petition. The commission mav amend the proposal and

accept the petition.

* Sec. 19. AS 29.10.010is amended to read:

.10-

New TextUnderlined [DELETED TEXT BRACKETED]



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

WORK DRAFT DCRA 3/25/93 WORK DRAFT

Sec. 29.10.010. MUNICIPAL CHARTER ADOPTION, (a) A general law
borough or first class city may adopt a charter for its own government.

[(b) A SECOND CLASS CITY THAT EXCEEDS 35 SQUARE MILES IN
AREA MAY ADOPT A CHARTER FOR ITSOWN GOVERNMENT IF THE
DEPARTMENT DETERMINES FROM THE BEST FIGURES AVAILABLE
THAT THE POPULATION OF THE CITY IS AT LEAST 3,500 PERMANENT
RESIDENTS|]

(b) [(c)] At a [AN] municipal incorporation, merger or consolidation

election [FOR BOROUGH INCORPORATION, AN AREA IN THE
UNORGANIZED BOROUGH] a municipality may adopt a charter for its
own government and incorporate, merge or consolidate as a home rule city.
borough, or unified municipality.

M [(d)] A home rule municipality may adopt a new charter.

£d] [(e)]A proposed charter for an existing municipality is prepared by a

charter commission of seven elected members. A charter commission
election is called by filing a petition with the governing body or by resolution
of the governing body. The petition shall be signed by a number of voters
equal to 15 percent of the votes cast in the last regular election in the
municipality. The petition shall be prepared by the municipal clerk upon
receipt of an application meeting the requirements of AS 29,26.110 except
that instead of containing an ordinance or resolution the application shall
request a charter commission election. The petition shall be prepared in
accordance with AS 29.26.120, except material required under AS
29.26.120(a)(1) and (2) shall be replaced with the question of whether a
charter commission shall be formed. The signature requirements of AS
29.26.130(a), (c) and (d) apply to the petition. The completed petition shall be
submitted to the clerk who shall deliver it to the governing body with a
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report of the number of valid signatures determined by the clerk to be on the
petition.

() The proposed charter for a home rule municipality to be formed by
incorporation, merger or consolidation [AN AREA OF THE
UNORGANIZED BOROUGH] shall be prepared by the petitioners and tiled
[UNDER AS 29.05.060] with the petition to incorporate, merge or consolidate
a home rule city, borough, or unified municipality.

*Sec. 20. AS 29.10.020 is amended to read:

Sec. 29.10.020. MODEL CHARTERS. The department shall prepare at
least one model home rule charter for a city, borough, and unified
municipality. The model charters [CHARTER] shall be made available to
persons interested in filing a petition to form [INCORPORATE]" a home rule
municipality [BOROUGH] under AS 29.05.060 or AS 29.06.090.

*Sec. 21. AS 29.10.070 i6 amended to read:

Sec. 29.10.070. CHARTER ELECTION. The proposed home rule charter
for an existing municipality shall be submitted to the voters at an election
held not less than 30 days or more that 90 days after the proposed charter is
published. The proposed [HOME RULE] charter for a home rule
municipality to be formed bv incorporation, merger or consolidation [AN
AREA IN THE UNORGANIZED BOROUGH] shall be submitted to the
voters at an incorporation election held under AS 29.05.110 or a merger or
consolidation election held under AS 29.06.140.

4Sec. 22. AS 29.10.080(a) is amended to read:

(a) Ifa majority of those voting in an existing municipality favor the
proposed charter or if a majority of those voting to form a home rule
municipality through incorporation, merger or consolidation. [IN AN AREA
IN THE UNORGANIZED BOROUGH] favor incorporation, merger or

-12-
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consolidation [OF A HOME RULE BOROUGH], the proposed charter
becomes the organic law of the municipality effective on the date the election
is certified. Thereafter, a court shall take judicial notice of the charter. The
new home rule municipality shall file the indicated number of copies of the
charter with

(1) the lieutenant governor - two copies;

(2) the department - two copies;

(3) the district recorder - one copy;

(4) the municipal clerk - one copy.

* Sec. 23. AS 29.10.090(b) is amended to read:

(b) Ifincorporation, merger or consolidation of a home rule
municipality [BOROUGH] is rejected by the voters [IN AN AREA IN THE
UNORGANIZED BOROUGH], the proposed charter is rejected.

* Sec. 24. AS 29.10.100 is amended to read:

Sec. 29.10.100. CHARTER AMENDMENT, (a) A home rule charter may
be amended as provided in the charter, except that no amendment is
effective unless ratified by the voters.

(b) Following amendment of the charter, the municipality shall file the
indicated number of copies of the revised charter with

(1) the lieutenant governor - two copies;
(2) the department - two copies;
(3) the districtrecorder - one copy:
(4) the municipal clerk - one copy.

(ci [b] This section applies to home rule municipalities.

* Sec. 25. AS 44.47.567(a) is amended to read:

(@) The local boundary commission shall

(1) make studies of local government boundary problems;

-13-
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(2) adopt regulations providing [DEVELOP PROPOSED)
standards and procedures for municipal incorporation, annexation,
detachment merger, consolidation, reclassification and dissolution
[CHANGING LOCAL BOUNDARY LINES];

(3) consider a local government boundary change requested of it
by the legislature, the commissioner of community and regional affairs, or a
political subdivision of the state; and

(4) develop standards and procedures for the extension of services
and ordinances of incorporated cities into contiguous areas for limited
purposes upon majority approval of the voters of the contiguous area to be
annexed and prepare transition schedules and prorated tax mill levies as
well as standards for participation by voters of these contiguous areas in the

affairs of the incorporated cities furnishing services.

-14-
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Department of Community & Regional Affairs
To: Shirley Armstrong VIA FAX 465*4979

Seriate C&RA Committee Staff

From: Dan Bockhorst
Local Boundary Commission Staff

Date: March 26,1993

Subject: Senate Bill 164

Three of the four currently appointed members of the Local Boundary
Commission have indicated that they will be present at the Senate C&RA

Committee's teleconference hearing on SB 164. Shelley Dugan, the Vice-
Chfiirpercon of the LBC, is unable to attend due to previous commitments.

The name and teleconference site or off-site telephone number for each of
those who will participate are listed below:

SENATB C&RA COMMITTEE
HEARING ON SB 164

9:00 AJvL - TUESDAY, MARCH 30,1993

TELECONFERENCE SITE OR
INDIVIDUAL OFF -SITE TELEPHONE NUMBER
Dairoli Hargraves Ketchikan Legislative Info. Office
Frances Hallgren off-site @747-5076
Myrtle Johnson off-site @443-5238

Dan Bockhorst off-site @ 269-4500



MEMORANDUM State of Alaska

Department of Community
and Regional Affairs

TO: Senator Randy Phillips DATE: Tuesday, March 2, 1993

FILE NO: S RPhillips/3-2

THRU: TELEPHONE :(907) 465-4700
FROM: Bruce R. Geraghtj. SUBJECT: Legislative Issues
Deputy Commissioner Important to DCRA

You have asked for "one liners" describing current legislative issues that
concern the department. The following is the short list. | have not
included all the bills, or issues, the department is tracking. This list
represents items the department supports.

1. Local Boundary Commission.
A. City of Cordova annexation of 68.23 square miles.
B. City of Haines annexations of 4.75 and 7 square miles.
C. City of Hoonah annexation of 7.25 square miles.
D. City of Pnlmei-_annexafion of 7.5 acres.
/™ JE. Suggested changes to Title 29.
1. Amend AS 29.05.011 to permit direct incorporation of Home
Rule Cities.
2. Amend AS 29.04 040 and AS 29.10.010 to require LBC
approval of reclassification of a Second Class City in the
Unorganized Borough.
3. Amend AS 29.06.190 to allow direct incorporation of Unified
Municipalities.
4. Amend AS 29.06.470 and AS 29.06.500 to clarify dissolution
—Standards.
2. SB 57 reauthorization of the State Training and Employment Program
(STEP).

3. SB 102/HB 66 creating an optional municipal property tax exemption for
senior citizens and disabled veterans, and repealing the renter's
rebate program.

Funding reductions to the municipal assistance and revenue sharing
programs, recommended by the economic summit, while at the same
time exempting small communities with little or no present means to
replace "across the board"” style reductions. Reduction proposed 25
percent and implementation of $25,000 base amount in municipal
assistance program.

5. SB 88 and SB 89, creation of Capital Matching Grant Program.

&
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Staff at the Department of Community and Regional A ffairs have

completed their review of the work draft (dated 2/18/92) of a
b ill entitled "An Act relating to municipal incorporation,
reclassification, and dissolution.' Generally, the draft does an

excellent job of addressing the changes to Title 29 of the Alaska
Statutes suggested by the Local Boundary Commission on pages
26-27 of its 1991 Annual Report.

The following comments are offered for consideration:

l. RECLASSIFICATION OF CITIES.

A= Include Provisions for Reclassification of ELixai Class and
Home Rule. On February 11, members of the Senate C&RA Committee
(particularly Senator Sturgulewski) expressed the need to provide
standardsand proceduresfor reclassification of home rule or

first class cities, Currently, the law makes no provision for
such reclassification. The Local Boundary Commission, a m ajority
of whom were present at the February 11 meeting of the Senate
C&RA Committee, informally agreed that provisions allowing such
reclassifications are needed. The Department of Community and
Regional A ffairs also feels that 3uch provisions are necessary.

It would appear that the work draft could be readily modified to

accommodate this desired change. This could be done by either
eliminating specific references to second class <cities in the
Section 1 - 3o0f the work draft, or alternatively adding

appropriate references to first <class and home rule <cities.
Other provisions of AS 29.04.040 which do not appear in the work
draft would also have to be modified (e.g. modification of the
section title "Reclassification of second class cities").

IL— Re.qula-tory Authoritv. The Department recommends that
consideration be given to adding language which explicitly grants
authority to the Local Boundary Commission to adopt regulations
concerning reclassifications. However, care should be taken to
ensure that the effect of doing so does not adversely impact the
Commission's authority in other areas.

The Commission has <clear authority to adopt regulations to
provide standards and procedures for "changing Jlocal boundary
lines" (AS 44.47.567). The term "changing local boundary lines"
has long been interpreted by the Commission, this agency and the
Attorney General's office to include municipal incorporations.

As was discussed with the Senate C&RA Committee on February 11,
questions have recently arisen concerning the Commission's
authority to adopt regulations concerning municipal
incorporation. This issue s included in the pending appeal
concerning the proposed incorporation of the Valleys Borough (see
pages 24-25 of 1991 Annual Report).
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The Department is concerned that by explicitly providing
authority to the commission to adopt regulations to reclassify
m unicipalities, it may somehow weaken the case that the
Commission has authority to regulate incorporations. Perhaps the
best manner to address this concern would be to also provide
explicit authority for the Commission to adopt regulations for
incorporation in the fashion which has been done for annexations,
detachments, mergers, consolidations and dissolutions (as
29.06.040(c), 29.06.090(b)(1), 29.06.450(a)(1)).

Provisions explicitly authorizing the Commission to adopt
municipal incorporation regulations would not seem at all out of
place in the draft bill (e.g. Section 4).

C. Modify Requirement for Council Hearings.. Section 3 of the
draft retains the requirement in existing law that the city
council hold a hearing on the proposed reclassification.
However, the draft amends AS 29.04.040(c) to require the city
council to conduct the hearing after the LBC has accepted the
petition. There is little point in the council holding a hearing
and "then evaluating] the ability of the city to assume first
class status” after the Commission ha3 already approved a

petition for reclassification.

The Department believes that there is merit in promoting public
deliberation on any proposed reclassification before a petition

is filed. Consequently, the Department recommends that AS
29.04.040(c) be repealed, but that Section 2 of the draft be
amended at line 8 to read to the effect of the following: " (2)

the council may propose reclassification if it determines, on the
basi3 of at least one public hearing, that the citv has _the human
and financial resources necessary assume thf__cias.iifti.on
proposed.”

Additionally, AS 29.04.040(d) should be modified to reflect any
change of the requirement for the hearing by the council.

1. INCORPORATION OF UHIEIBP MUNICIPALITIES,

A. Scope. It should be clear that a unified municipality could
form whether or not city government(s) or borough government(s)
exist prior to incorporation of the unified m unicipality.

Perhaps it would be best to explicitly state such in the b ill.

B. Effect. It should also be clear that incorporation of a
unified municipality dissolves all cities and boroughs within its
boundaries. Again, perhaps it would be best to make an explicit
statement to this effect in the bill. Lanquage sim ilar to that

in AS 29.06.370 would seem to bo suitable.
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C. Assistance. Sections 8 and 9 of the bill concerning
organizational grants and transitional assistance contain
language that exempts the application of these provisions to "a
unified municipality that occupies the area formerly occupied by
a borough.”™ The Department supports appropriate limitations to
avoid abuse of the o"pportunity for such assistance. However, it
would be 1ideal to craft language which does not preclude such
assistance where it may be truly warranted.

For example, an area within a borough might wish to join with a
large unincorporated region to form a single borough or unified
municipality (e.g. the 25,000 square mile Lake and Peninsula
Borough and the 22,000 square mile Dillingham Census Area),
since a substantial portion of such a new municipality would
include territory which was previously part of the unorganized
borough, 11t would seem appropriate to extend the organizational
grant and transitional assistance to the municipality.
Obviously, some standard would have to be developed to determine
the circumstances under which this provision would apply.

Further, a borough or wunified municipality which encompasses
previously unincorporated territory should be eligible to receive
a municipal land entitlement under AS 29.65 for that portion of
the municipality not previously within a borough.

CONCLUSION
We appreciate the opportunity to review and comment on the

working draft at this time. We look forward to the opportunity
to provide further comments as this matter progresses.
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SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

3Y THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Introduced:
Ktferred:

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to municipal incorporation, reclassification, and dissolution.”

2
3
4
5
6
7
8
9

10
11
12
13
14

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

* Section 1. AS 29.04.040(a) is amended to read:

(@ A second class city may be reclassified as a first class city [BY HOLDING AN
ELECTION ON THE QUESTION,] if it meets the standards for incorporation as a first class
city .under AS.29.05.011(a). Reclassification Is proposed by filing a petition with the
department. The department shall Investigate the proposal nnd report its findings to the
Local Boundary Commission with its recommendations. The commission shall hold at least
one public hearing in the citv on the proposal, If the commission determines that the citv
meets the standards for incorporation as a first class citv and that reclassification ie in the
best interests of the state, it shall accept the petition. Hthe commission determines that the
citv docs not meet the standards or that redassification.is not in the best Interests of the
state, it shall reject the petition. The decision mav be appealed under tfio Administrative

Procedure Act (AS 44.62) [THE DEPARTMENT DETERMINES FROM THE BEST FIGURES

o|*
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AVAILABLE THAT THE POPULATION o f THE CITY HAS REACHED 400 PERMANENT
RESIDENTS] .
*Sec. 2, AS 29.04.040(b) is amended 10 read:
(b) A petition proposing (AN ELECTION ON THE QUESTION OF] reclassification
may be filed hv [INITIATED IN TWO WAYS]
(1) anumber of voters equal to 15 percent of the number of votes cast in the city
at the preceding regular election (MAY FILE A PETITION WITH THE COUNCIL]; or
(2) the council may propose reclassification.
*See. 3. AS 29.04.040(c) is amended to read:

(c) If the Local Boundary Commission accepts a petition for reclassification, the
[THE] council shall hold at least one public hearing in the city on the question of reclassification.
The council shall then evaluate the ability of the city to assume first class status and make its
findings public.
*Sec. 4. AS 29.05.011(a) ij amended to read:
(@ A community that meets the following standards may incorporate as a first class or

home mlc city:
(1) the community has 400 or more permanent residents;

(2) the boundaries of the proposed city include all areas necessary to provide

municipal services on an efficient scale;
(3) the economy of the community includes the human and financial resources

necessary to provide municipal services; in considering the economy of the community, the Local
Boundary Commission shall consider propeny values, economic base, personal income, resource
and commercial development, andcipated functions, and the expenses and income of the proposed
city, including the ability of the community to generate local revenue;

(4) the population of die community is stable enough to support city government;

(5) there is a demonstrated need for city government.

* Sec. 5. AS 29.05.031(a) is amended to read:
(@ An area that meets the following standards may incorporate as a home rule, first

class, or second class borough, or as a unified municipality;
(1) the population of the area is interrelated and integrated as to its social,

cultural, and economic activities, and is large and stable enough to support borough government;

*2*
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(2) the boundaries of the proposed borough or unified municipality conform
generally to natural geography and include all areas necessary for full development of municipal

services;

(3) the economy of the area includes the human and financial resources capable
of providing municipal services; evaluation of an area's economy includes landuse, property
values, rotai economic base, total personal income, resource and comme-ialdevelopment,
anticipated functions, expenses, and income of the proposed borough or unified municipality;

(4) land, water, and air transportation facilities allow the communication and
exchange necessary for the development of integrated borough government.

*Sec. 6. AS 29.05.060 is amended to read:

See. 29.05.060. PETITION. Municipal incorporation is proposed by filing a petition with
the department. The petition must [SHALL] include the following information about the
proposed municipality:

(1) class;

(2) name;

(3) boundaries;

(4) maps, documents, and other information required by the department;

(5) composition and apportionment of the governing body;

(6) a proposed operating budget for the municipality projecting sources of income
and items of expenditure through the first full fiscal year of operation;

‘m (7) for a borough or unified municipality, based on the number who voted in
the respective areas in the last general election, the signature and resident address of 15 percent
of the voters in

(A) home rule and first class cities in the area of the proposed borough
or unified municipality; and

(B) the area of the proposed borough or unified municipality outside

home rule and first class cities;
(g) fgr a first class borough or unified municipality. a designation of areawidc

powers to be exercised;
(9) for a second class borough, a designation of areawidc and nonaitawidc powers

to be exercised;

<
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(10) for a first class, [OR) second class, or home rule city, a designation of the
powers to be exercised,;

(11) for a first class or home rule city, based en the number who voted in the
area in the last general election, the signatures and resident addresses of 50 voters in the proposed
city or of 15 percent of the voters in the proposed city, whichever is groater;

(12) for a second class city, based on the number who voted in the area in the last
general election, fhe signatures and resident addresses of 25 voters in the proposed city or of 15
percent of the vocer3 in the proposed city, whichever is greater;

(13) for a home rule dtv, home rule borough, or unified municipality a
proposed home rule chancr.

*Sec. 7. AS 29.05.110(d) is amended to read:

(d) A home rule charter included in an incorporation petition under AS 29,05.060(13)
is considered to be part of the incorporation question. The home rule charter is adopted :c the
voters approve incorporation cf the citv. borough, or unified municipality,

* Sec. 8. AS 29.05.190 Is amended to read™

Sec. 29.05.190. ORGANIZATION GRANTS TO BOROUGHS AND UNIFIED
MUNICIPALITIES, (a) For the purpose of defraying tho cost of transition to borough
government and to provide for interim govemmer-al operations, each borough or unified
municipality incorporated after December 31,1985, is entitled to organization giants as follows:

(1) $300,000 for the municipality's [BOROUGH’S] first full or partial fiscal
year;

(2) 5200,000 for the municipality's [BOROUGH’S] second fiscal year; and

(3) $100,000 for the municipality's [BOROUGH'S] third fiscal year.

(b) The department shall disburse the nist organization granc to a borough or unified
mun’dpallty within 30 days after certification of the [INCORPORATION] election favoring
incorporation (OF A BOROUGH], or ?s soon after that as money is appropriated and available
for the purpose. The second grant shall be disbursed within 30 days after the beginning of the
municipality's [ BOROUGH’S] second fiscal year, or as soon after chat as money is appropriated
and available for the purpose. The third grant shall be disbursed within 30 days after the
beginning of the municipality's [BOROUGH’S] third fiscal year, or as soon after that as money

is appropriated and available for the purpose.

i
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(c) This section does not apply to a borough incorporated by consolidation or to a unified
municipality that occupies the area formerly occupied bv a borough.

*Sec. 9. AS 29.05.210 is amended to read:
Sec. 29.05.210. TRANSITIONAL ASSISTANCE TO BOROUGHS AND UNIFIED

1

2

3

4

5 MUNICIPALITIES. (a) Within 30 days after the date of incorporation of a borough or unified
6 municipality incorporated after December 31, 1983, the department shall determine the
7

8
9

population of the borough or unified municipality,
(b) The department shall provide assistance to each borough and unified municipality

incorporated after December 31,1985, in

10 (1) establishing tee initial sales and use tax assessment and collection department
11 if the borough or unified municipality has adopted a sales or use tax;

*3 (2) determining the initial property ‘ax assessment roll if the borough or unified
13 municipality has adopted a property tax, including contracting for appraisals of property needed
14 to complete tee initial assessment.

15 (c) This section docs not apply to a borough Incorporated by consolidation or to a unified
16 municipality that occupies the area formerly occupied by a borough.

17 *Sec. 10. AS29.06.470(a) is amended to read:

18 (@) Except as provided in (b) of this section, voters of a municipality may petition for
19 dissolution when the municipality Is free of debt, or, if in debt, each of its creditors is satisfied

20 with a mcthrd of repayment and

21 (1) tee municipality no longer meets the minimum standards prescribed for
22 incorporation by AS 29.05, or former AS 29.18.030 if it is a third class borough;

23 (2) the municipality ceases to use each of its mandatory powers; or

24 (3) tee dissolution petitiOQ filed under A3 29.06.460 is signed by a num’jer of
25 voters of the municipality proposed to be dissolved greater than 5C percent of the number of

26 votes cast in the last reqular [GENERAL] election in that municipality.
27  *Sea 11. AS29.06.500(a) is amended to read;

28 (@) If tee Local Boundary Commission determines teat a municipality fails to meet tec

29 standards for dissolution, it shall reject tee petition. [IF THE COMMISSION DETERMINES

30 THAT THE MUNICIPAT TY MEETS THE STANDARDS UNDER AS 29.06.470(A)(1) OR

31 (2), IT SHALL ACCEPT THE PETITION.] If tee commission determines that the petition meets
b-

Mw T-rr />rlired (DELETED TEXT BRACKETED]
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the standards under AS 29.06.470(a)(T), (2), or (3) [AS 29.06.470(a)(3)] and tha: dissolution of
the municipality is in the best interest of the state, it shaU accept the petition.
* Sec.12. AS 29.10.010(b) is amended to read;
(b) A second class city that exceeds 35square miles in area may adopt a charter for its
own government and reclassify as a home rule city if the department determines from the best

figures available that the population of the city is at leas; 3,500 permanent residents.

Reclassification ISproposed DV filing @ petition with the department. The department Shall
investigate the proposal and report fts findings to the Local Boundary Commission with its
recommendations. The commission shall hold at least one public hearing in the city on the
proposal. If the commission determines that the citv meets the standards under this section
and that reclassification is In the best interests of the state, it shall accept the petition. If
the commission determines that the city does not meet the standards or that reclassification
is not in the best interests of the state, it shall reject the petition. The decision mav be
appealed under tha Administrative Procedure Act (AS 44.62).

* Sec. 13, AS 29.10.010(c) is amended to read:
(c) Atan incorporation eiection [FOR BOROUGH INCORPORATION], an area in the

unorganized borough may adopt a charter for its own government and incorporate as a home rule
citv, borough, or unified municipatitv.

* Sec. 14. AS 29.10.010(f) is amended to read:
(f) The proposed charier for an unincorporated area [OF THE UNORGANIZED

BOROUGHYJ shall be prepared by the petitioners and filed under AS 29.05.060 with the petition
to incorporate a home rule citv. borough, or unified 'municipality.
*Sw. 15, AS 29.10.020 is amended to read:

See. 29.10.020. MODEL CHARTERS. TT*department shall ~ prepare at least one model
home rule Charter for a dtv. borough, and unified municipality. The model charters
[CHARTER] shall be made available to persons interested in filing a petition to incorporate a
home rule municipality [BOROUGH] under AS 29.05.060.

* Sec. 16. AS 29.1..070 is amended to read:
Sec. 29.10.070. CHARTER ELECTION. The proposed home rule charter for an existing

municipality shall be submitted to the voters at an election held not less titan 30 days or more
than 90 days after the proposed charter is published. The proposed home rule charter for an

&
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unincorporated area [IN THE UNORGANIZED BOROUGH] shall be submitted to the yoicts
at an Incorporation election neid mder AS 29.05.110.
* Sec. 17. AS 29.10.080(a) is amended to read:

(@) If a majority of those voting in an existing municipality favor the proposed charter
or if a majority of those voting in an unincorporated area [IN THE UNORGANIZED
BOROUGH] favor incorporation of a home rulemunicipality [BOROUGH)], the proposed charter
becomes the organic law of the municipality effective on the date the election is certified.
Thereafter, a court shall take judicial notice of the charter. The new home rule municipality shall
flic the indicated number of copies of the Charter with

(1) the lieutenant governor - two copies;
(2) the department » two copies;
(3) the district recorder - one copy;
(4) the municipal clerk « one copy.
* Sec. 18. AS 29.10.090(b) is amended to road:

(b) If incorporation of a home rule municipality [BOROUGH] is rejected by the voters

in an unincorporated area [IN THE UNORGANIZED BOROUGH], the proposed charter is

rejected

7
Moy TEye rra (BRUTZD 7BXT BRACXSTSOI
(rra |



LOCAL BOUNDARY COMMISSION

IV. SPECIAL ISSUES

Suggested Changes to Title 29

The LB% and its DCRA staffwPrk ith many of the states unrcr Irtres rhyear Asa
result e ommrs n rou Ine rontsr urreme S an T
rac e fo avea ere esu tres ort estatet an e |s ature

en enacting the statut |n are ome. su estedc anges t0 i

OMMISSION DEIIEVES WOU ern as ans estrnt

Allow direct incorporation of home rule cities and unified
municipalities.

Provide state oversight in the reclassification of 2nd class cities in
the unorganized borough.

Technical, amendments to laws relating to municipal dissolution.

end AS 29.05.011 to Permit Incorporation f .Home Rule Citi

s - Currently. r esrdentf
0 anunrncor orate ommunr ma not?;trrect y incor oateasaﬁogre]rule crty. ah
fire com must strnco st Qrsecon ty thenqo t ro
roces 0 a tin ac rr rsatur ate W t0 affow rue
ﬂrou s to.form |rect he |twou esen mr)re cost-erficlent tr%
aIeast ermanent eS| ent I arn]nrmum number o

allQw an uninco go]rat dt WI
resrdents required for first Class dty status) to Incorporate drrect ome rule dty In a
one-Step process.
i"Amend AS 29.04.040 and AS 29.10. 010 to Require LBC A rov | of Reclgssifjcation
of a ond, Class, City in the U nrze Borou WC rrent “:0 S a
SECOH (if ZE)

flon | teunor nize orou event of

dty with a o pulatro £ Jeast asa rst ass Wt ?5
approval from the ate Secon dass dt resrd nts an area g
tiare Pr ma so hecome a mer t wrt out ar%grova romt s%r

of State Interest e se rst

hmusto atemuan sdroo |str|cts

Xgn W%{SI 3 or anrz atrona rova ormatign of an
rt; rictwi an] StI asrn |cated atrtandp he ttorne ?ﬂeneral%
|ce vfedou ts apout the enforce |I| thatrequrre en |tJtoutstat proval bein
re red for re s Ication. estat %Sfecto |ncrease |n enumbero
Wn%C 00 tsétrrcts resent er ae a Ies N erunor anrzI
orou IC co under the current ru sred sr to ftrst dass sta us here
SIX_ LN 5por %o(rnmunrtres Wit eno nto In rpora da e
fofirst ecommenas thatt re assrr |ons etreat ed simi aryto re

Incorporation of first dass cities, requiring a petition 1o t the LBC.

28



1992 ANNUAL REPORT

end AS 29.06.190 to Allow Direct Incor H%ratron of Unified Munjcipality ReSIgentS

_O d NUMOEr Q1 regions mﬁd SUHOF TiIIZG roug irave expresse an IN erest I ﬂ
ermifte BOIHCO orate unjre H]U Ities.  Curr ntY d orgted Cit |es"a
(ganizea noroy il € LOMMISSION DENEVES eneficial to ?]W'[

IFect | COI’ oration r%rfre munrcLPa]rtres mregrons WI'E}‘\ muq/trd e cammunities, whether
or not thos communrtres or a borough Were Incorporated prior to unification,

rYO er In the ast rPeﬂeeral ection peti ed or so utrona
eter |ne hat ution was 1 'the best |Haere] %
tion laws are re asawhoe |Ct g ears, t LBC, 1 ar Esso tes es

men rny | u n n |n 198
gﬁ% dur\es 78 ° 8e&ro’?§’ ﬁ?o% i 500 t&?tﬁgﬁ%ﬁﬁé di‘s’solsfi% : munrc rﬁ
1SS0

sma have no scre lon to ré olution petition' w nte unicipa |s ree
oqge% thrsfred ItS credlitor v\d amem rnr%)a me arasq erag atsle}/] o1r.ﬁe

ch of.Its man OWerS no longer or Incor
E% believes It's oqglh%/et scre 0N o% lBeet?restatesbestrnterests|n P ssolutrons
and recommends that t eIanguage e clarimied,

adctrlrt é)n AS290 él?r% referrés 9ro the Iasrto neral" reelgctrrdn mét;glrjntd(r)rrr]c Ipall vrdr ndjer? Qrb
8\6\%27 bé ? wev qlﬂs 9% es'l%sta-’u ar. aee asrs ddeter |n
atureso rsso i rﬁ

f etrtron er ItS ovrsrons
teﬁ W munrcr are ca ed re d?r

tIQ['I

fl0nS, |Ie grene eIecéron usua

refers 10 a S teegctron |s fure ended attenrimb TeQ |rr1 srgnatHr

re |rdun er AS 2 7 U nteturno In eas]tmunrcrpa ection, then,
ear e terms ouI ec ange rom genera 10 "requla



MEMORANDUM State of Alaska

Department of Community
and Regional Affairs

TO: Senator Randy Phillips DATE: Tuesday, March 2, 1993
FILE NO: S RPhillips/3-2
THRU: TELEPHONE:(907) 465-4700
FROM: Bruce R. GeraghtyT-7 SUBJECT: Legislative Issues
Deputy Commissioner Important to DCRA

You have asked for "one liners” describing current legislative issues that
concern the department. The following is the short list. | hav'e not
included all the bills, or issues, the department is tracking. This list
represents items the department supports.

1. Local Boundary Commission.
A. City of Cordova annexation of 68.23 square miles.

B. City of Haines annexations of 4.75 and 7 square miles.
1 tr» u » o n nr-

2. SB 57 reauthorization of the State Training and Employment Program
(STEP).

3. SB 102/HB 66 creating an optional municipal property tax exemption for
senior citizens and disabled veterans, and repealing the renter's
rebate program.

Funding reductions to the municipal assistance and revenue sharing
programs, recommended by the economic summit, while at the same
time exempting small communities with little or no present means to
replace "across the board" style reductions. Reduction proposed 25
percent and implementation of $25,000 base amount in municipal
assistance program.

. SB 88 and SB 89, creation of Capital Matching Grant Program.

B
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Staff at the Department of Community and Regional Affairs have
completed their rev..ew of the work draft (dated 2/13/92) of a
bill entitled "An Act relating to municipal incorporation,
reclassification, and dissolution.” Generally, the draft does an
excellent job of addressing the changes to Title 29 of the Alaska
Statutes suggested by the Local Boundary Commission on pages

26-27 of its 1991 Annual Report.

The following comments are offered for consideration:

| m RECLASSIFICATION OF CITIES

A. Include Provisions for Reclassification of Fibst Claa3 ..ad
Home Rule. On February 11, members of the Senate C&RA Committee
(particularly Senator Sturgulewski) expressed the need to provide
standards and procedures for reclassification of home rule or
first class cities. Currently, the law makes no provision for
such reclassification. The Local Boundary Commission., a majority
of whom were present at the February 11 meeting of the Senate
C&ra Committee, informally agreed that provisions allowing such
reclassifications are needed. The Department of Community and
Regional Affairs also feels that such provisions are necessary.

It would appear that the work draft could be readily modified to
accommodate this desired change. This could be done by either
eliminating specific references to second class cities iIn the
Section 1 - 3 of the work draft, or alternatively adding
appropriate references to first class and home rule cities.
Other provisions of AS 29.04.040 v/hich do not appear iIn the work
draft would also have to be modified (e.g. modification or the
section title "Reclassification of second class cities™).

IL Add Reaulatorv Authority. The Department recommends that
consideration be given to adding language which explicitly grants
authority to the Local Boundary Commission to adopt regulations
concerning reclassifications. However, care should be taken to
ensure that'the effect of doing so does not adversely iImpact the
Commission®s authority in other areas.

The Commission has clear authority to adept regulations to
provide standards and procedures for ‘'changing Qlocal boundary
lines” (AS 44.47.567). The term "'changing local boundary [lines"
has long been iInterpreted by the Commission, this agency and the
Attorney General®s office to include municipal incorporations.

As was discussed with the Senate C&RA Committee cn February 11,
concerning the Commission®s

questions have recently arisen

authority to adopt regulations concerning municipal

incorporation. This 1issue 1is included in the pending appeal
incorporation of the Valleys Borough (see

concerning the proposed
pages 24-25 of 1991 Annual Report).
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The Department is concerned that by explicitly providing
authority to the Commission to adopt regulations to reclassify
municipalities, it may somehow weaken the case that the
Commission has authority to regulate incorporations. Perhaps the
best manner to address this concern would be to also provide
explicit authority for the Commission to adopt regulations for
incorporation in the fashion which has been done for annexations,
detachments, mergers, consolidations and dissolutions (as

29.06.040(c), 29.06.090(b) (1), 29.06.450(a)(1))-

Provisions explicitly authorising the Commission to adopt
municipal #@ncorporation regulations would not seem at all out of

place in the draft bill (e.g. Section 4).

C. Modify Requirement for Council Hearings.. Section 3 of the
draft retains the requirement in existing law that the city
council hold a hearing on the proposed vreclassification.
However, the draft amends AS 29.04.040(c) to require the city
council to conduct the hearing after the L3C has accepted the
petition. There is little point in the council holding a hearing
and 'then evaluatfingj the ability of the city to assume Tirst
class status” after the Commission has already approved a

petition for reclassification.

The Department believes that there is merit iIn promoting public
deliberation on any proposed reclassification before a petition

is filed. Consequently, the Department recommends that AS
29 .04 .040(c) be repealed, but that Section 2 of the draft be
amended at line 8 to read to the effect of the following: "(2)

the council may propose reclassification if It determines, on the
hasi3 of at least one public hearing, that the citv has the human
and Tfinancial resources necessary _to assums fah i.cati™

proposed.”

Additionally, AS 29.04.040(d) should be modified to reflect any
change of the requirement for the hearing by the council.

. INCORPORATION OF UNIFIED MWNICIPALITIES.

A. Scope. It should be clear that a unified municipality could
form whether or not city government(s) or borough government(s)
exist prior to incorporation of. the unified municipality.
Perhaps i1t would be best to explicitly state such in the bill.

B. Effect. It should also be clear that iIncorporation of a
unified municipality dissolves all cities and boroughs within its
boundaries. Again, perhaps it would be best to make an explicit
stalement to this effect in the bill. Lanquage similar to that
in AS 29.06..370 would seem to b« suitable.
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C. Assistance. Sections 8 and 9 of the bill concerning
organizational~ grants and transitional assistance contain
language that exempts the application of these provisions to 'a
unified municipality that occupies the area formerly occupied by
a borough.”™ The Department supports appropriate limitations to
avoid abuse of the opportunity for such assistance. However, it
would be ideal to craft Ilanguage which does not preclude such

assistance where it may be truly warranted.

For example, an area within a borough might wish to join with a
large unincorporated region to form a single borough or unified
municipality (e.g- the 25,000 square mile Lake and Peninsula
Borough and the 22,000 square mile Dillingham Census Area),
since a substantial portion of such a new municipality wr id
include territory which was previously part of the unorgani.
borough, 1t would seem appropriate to extend the organizational
grant and transitional assistance to the municipality.
Obviously, some standard would have to be developed to determine
the circumstances under which this provision would apply.

Further, a borough or unified municipality which encompasses
previously unincorporated territory should be eligible to receive
a municipal land entitlement under AS 29.65 for that portion of
the municipality not previously within a borough.

CONCLUSION
We appreciate the opportunity to review and comment on the

working draft at this "time. We look forward to the opportunity
to provide further comments as this matter progresses.

£0d 25T o) teTBOS B0t cs. 22 S3J



. » Alaska State Legislature

SENATE COMMUNITY AND REGIONAL AFFAIRS

COMMITTEE

SESSION:
Senat R dy Phillips, Ch ?tatecaa\lﬁm%aw 82
gnator a I S a| uneau, !
Senator Ro ryT?P/ V|ceC air (907) 465-4989
enator Rjck Halrord NTERINL
enator Al Adams Sectional Analysis P O Box 142
Senator Fred Zharoff CSSB 164 (CRA) Eagle River. Ak 99577

(907) 694-4949
Section 1: Housekeeping change to formally acknowledge that a
home rule city in an unorgani2ed borough is a city school
district. This makes AS 14.12.010 consistent with 29.35.

Section 2: Provides a petition process TfTor home rule or first
class cities to be reclassified as a second class city.

Section 3: Changes the procedures for Ffiling a reclassification
petition.

Section 4: Reclassification elections must be held within 30
days after petition is accepted by the Local Boundary
Commission.

Section 5: Areas are reclassified 30 days after certification
of the vote.

Section 6: Adds the ability to for an area to incorporate as
a First class or home rule city.

Section 7: Adds the ability of an area to incorporate as a
unified municipality.

Section 8: Outlines the requirements for a petition seeking
to reclassify first or second cities, home rule cities,
boroughs and a unified municipalities.

Section 9: Gives the Local Boundary Commission the ability to
amend the incorporation petition.

Section 10: Adds cities and unified municipalities to the
section on home rule charters.

Section 11: Adds a section stating that upon incorporation
the home rule charter voted on dissolves all municipalities 1in
the area unified.

Section 12: Adds unified municipalities to the list of
approved organizations eligible to received organizational
government grants.

Section 13: Adds unified municipalities.



Section 14: Clarifies the authority of the Local Boundary
Commission to make general amendments to a petition for
annexation or detachment in the same manner as discussed with
respect to Section 9.

Section 15: Removes any question that a home rule
municipality my be formed by merger or consolidation.

Section 16: Amends procedural requirements to allow for
proposals for merger or consolidation as a home rule city or
unified municipality.

Section 17: Clarifies the discretion of the LBC in acting on
petitions for merger and consolidation, and clarifies the
authority of the LBC to amend a petition for merger or
consolidation iIn the same manner as discussed with respect to
Section 9 and 14.

Section 18: Clarifies that the home rule charter in a merger
and consolidation is part of the question voted on by the
voters.

Section 19: Allows areas not incorporated as a boroughs or
city to incorporate as a unified municipality.

Section 20: Changes che term general election to regular
election.

Section 21: Allows the LEC to amend a dissolution petition.

Section 22: Adds language clarifying what types of actions
that can be adopted at incorporation, merger or consolidation

election.
Section 23; States that the proposed charter for a home rule

municipality shall be filed with the petition ro merger or
consolidate as a home rule city or unified municipality.

Section 24: Adds unified municipality.

Section 25: Adds home rule municipality.
Section 26: Adds home rule municipality.
Section 27: Adds home rule municipality

Section 28: Lists the agencies that an amended charter should
be filed with.

Section 29: Directs the LBC to adopt regulations providing
standards and procedures for municipal 1incorporations,
annexations, detachments, mergers, consolidations,
reclassifications and dissolutions.

Section 30: Repeals AS 29.04.040(c) and AS 29.10.010(b).
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CS FOR SENATE BILL NO. 164( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s):  SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to municipal incorporation, reclassification, and dissolution, and

municipal school districts.”

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

* Section 1. AS 14.12.010 is amended to read:
Sec. 14.12.010. DISTRICTS OF STATE PUBLIC SCHOOL SYSTEM. The
districts of the state public school system are as follows:
1) each home rule and first class city in the unorganized borough is
a city school district;
(2) each organized borough is a borough school district;
(3) the area outside organized boroughs and outside home rule and
first class cities is divided into regional educational attendance areas.
* Sec. 2. AS 29.04.040(a) is amended to read:
€)) A second class city may be reclassified as a first class citv. A first class

or home rule citv mav be reclassified as a second class citv. Reclassification is

1- CSSB 164( )
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proposed bv filinu a petition with the department. The department shall
investigate the proposal and report its findings to the Locnl Boundary
Commission with its recommendations. The commission shall hold at least one
public hearing in the citv on the proposal. If the commission determines that the
citv meets the standards for incorporation under AS 29.05.011 for the class of citv
proposed in the reclassification petition and that reclassification is in the best
interests of the state, it mav accept or amend and accept the petition. If the
commission determines that the citv does not meet the standards or that
reclassification is not in the best interests of the state, it shall reject the petition.
The commission shall notify the citv of its decision. The decision mav be appealed
under AS 44.62 (Administrative Procedure Act) [BY HOLDING AN ELECTION
ON THE QUESTION, IF THE DEPARTMENT DETERMINES FROM THE BEST
FIGURES AVAILABLE THAT THE POPULATION OF THE CITY HAS REACHED
400 PERMANENT RESIDENTS].

* Sec. 3. AS 29.04.040(b) is amended to read:
(b) A petition proposing [AN ELECTION ON THE QUESTION OF]

reclassificauon may be filed bv [INITIATED IN TWO WAYS:]
(1) a number of voters equal to 15 percent of the number of votes cast
in the city at the preceding regular election [MAY FILE A PETITION WITH THE

COUNCIL]; or
(2) the council [MAY PROPOSE RECLASSIFICATION],

* Sec. 4. AS 29.04.040(d) is amended to read:

(d) The council shall, within 30 days after receiving notification from the
Local Boundary Commission that a petition has been accepted [ITS FINDINGS
HAVE BEEN MADE PUBLIC], order an election on the question of reclassification.
The election shall be held at least 30 days after the order and not later than the next
regular election occurring after the 30-day period. If more than one question is to be

voted on at the election, each shall appear separately on the ballot.

* Sec. 5. AS 29.04.040(e) is amended to read:

(e) The council shall certify the election results to the department. If the

majority of votes cast is favorable, the city js [SHALL BE CONSIDERED] reclassified

CSSB 164( ) - - :
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[TO FIRST CLASS STATUS] 30 days after certification of the election results.
* Sec. 6. AS 29.05.011(a) is amended to read:
(@ A community that meets the following standards may incorporate as a first
class or home rule city:

(1) the community has 400 or more permanent residents;

(2) the boundaries of the proposed city include all areas necessary to
provide municipal services on an efficient scale;

(3) the economy of the community includes the human and financial
resources necessary to provide municipal services; in considering the economy of the
community, the Local Boundary Commission shall consider property values, economic
base, personal income, resource and commercial development, anticipated functions,
and the expenses and income of the proposed city, including the ability of the
community to generate local revenue;

(4) the population of the community is stable enough to support city
government;

(5) there is a demonstrated need for city government.

* Sec. 7. AS 29.05.031(a) is amended to read:

@ An area that meet! the following standards may incorporate as a home rule,

first class, or second class borough, or r.s a unified municipality:

(1) the population of the area is interrelated and integrated as to its
social, cultural, and economic activities, and is large and stable enough to support
borough government;

(2) the boundaries of the proposed borough or unified municipality
conform generally to natural geography and include all areas necessary for full
development of municipal services;

(3) the economy of the area includes the human and financial resources
capable of providing municipal services; evaluation of an area’s economy includes land
use, property values, total economic base, total personal income, resource and
commercial development, anticipated functions, expenses, and income of the proposed
borough or unified municipality;

4) land, water, and air transportation facilities allow the

-3- CSSB 164( )
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communication and exchange necessary for the development of integrated borough
government.
* Sec. 8. AS 29.05.060 is amended to read:

Sec. 29.05.060. PETITION. Municipal incorporation is proposed by filing a
petition with the department. The petition must [SHALL] include the following
information about the proposed municipality:

(1) class;

(2) name;

(3) boundaries;

(4) maps, documents, and other information reqgjired by the department;

(5) composition and apportionment of the governing body;

(6) a proposed operating budget for the municipality projecting sources
of income and items of expenditure through the first full fiscal year of operation;

(7) for a borough or unified municipality, based on the number who
voted in the respective areas in the last general election, the signature and resident
address of 15 percent of the voters in

(A) home rule and first class cities in the area of the proposed
borough or unilied municipality; and

(B) the .jea of the pioposed borough or unified municipality
outside home rule and first class cities;

(8) for a first class borough or unified municipality, a designation of
areawide powers to be exercised;

(9) for a second class borough, a designation of areawide and
nonareawide powers to be exercised;

(10) for a first class, [OR] second class, or home rule city, a
designation of the powers to be exercised;

(11) for a first class or home rule city, based on the number who voted
in the area in the last general election, the signatures and resident addresses of 50
voters in the proposed city or of 15 percent of the voters in the proposed city,
whichever is greater;

(12) for a second class city, based on the number who voted in the area

CSSB If>4( ) -4-
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in the last general election, the signatures and resident addresses of 25 voters in the

proposed city or of 15 percent of the voters in the proposed city, whichever is greater;

(13) for a home rule citv, home rule borough, or unified municipality

a proposed home rule charter.

>* Sec. 9. AS 29.05.100(a) is amended to read:

@ If the Local Boundary Commission determines that a proposed municipality

fails to meet the standards for incorporation, it shall reject the petition. If the
commission determines that the proposed municipality meets the standards, it mav
[SHALL] accept the petition or amend [ IF THE COMMISSION DETERMINES
THAT THE PROPOSED MUNICIPAL BOUNDARIES CAN BE ALTERED TO
MEET THE STANDARDS, IT MAY ALTER THE BOUNDARIES] and accept the
petition.

* Sec. 10. AS 29.05.110(d) is amended to read:

(d A home rule charter included in an incorporation petition under
AS 29.05.060(13) is considered to be part of the incorporation question. The home
rule charter is adopted if the voters approve incorporation of the citv, borough, or
unified municipality.

* Sec. 11. AS 29.05.140 is amended by adding a new subsection to read:

() Upon incorporation, the home rule charter of a unified municipality
operates to dissolve all municipalities in the area unified in accordance with the
charter.

* Sec. 12. AS 29.05.190 is amended to read:

Sec. 29.05.190. ORGANIZATION GRANTS TO BOROUGHS AND
UNIFIED MUNICIPALITIES, (a) For the purpose of defraying the cost of
transition to borough government and to provide for interim governmental operations,
each borough or unified municipality incorporated after December 31, 1985, is
entitled to organization grants as follows:

(1) 5300,000 for the municipality’s [BOROUGH’S] first full or partial

fiscal year,
(2) $200.000 for the municipality’s [BOROUGLTSI second fiscal year,

and
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(3) 5100,000 for the municipality’s [BOROUGH’S] third fiscal year.

(b) The department shall disburse the first organization grant to a borough or
unified municipality within 30 days after certification of the [INCORPORATION]
election favoring incorporation [OF A BOROUGH], or as soon after that as money is
appropriated and available for the purpose. The second grant shall be disbursed within
30 days after the beginning of the municipality’s [ BOROUGH’S] second fiscal, year,
or as soon after that as money is appropriated and available for the purpose. The third
grant shall be disbursed within 30 days after the beginning of the municipality’s
[BOROUGH?’S] third fiscal year, or as soon after that as money is appropriated and
available for the purpose.

(c) This section does not apply to a borough incorporated by consolidation or
to a unified municipality that occupies the area formerly occupied bv a borough.

* Sec. 13. AS 29.05.210 is amended to read:

Sec. 29.05.210. TRANSITIONAL ASSISTANCE TO BOROUGHS AND
UNIFIED MUNICIPALITIES, (a) Within 30 days after the date of incorporation
of a borough or unified municipality incorporated after December 31, 1985, the
department shall determine the population of the borough or unified municipality.

(b) The deparunent shall provide assistance to each borough and unified
municipality incorporated after December 31, 1985, in

(1) establishing the initial sales and use tax assessment and collection
department if the borough or unified municipality has adopted a sales or use tax:

(2) determining the initial property tax assessment roll if the borough
or unified municipality has adopted a property tax, including contracting for
appraisals of property needed to complete the initial assessment.

(c) This section does not apply to a borough incorporated by consolidation or
to a unified municipality that occupies the area formerly occupied bv a borough.

* Sec. 14. AS 29.06.040(a) is amended to read:

(@) The Local Boundary Commission may consider any proposed municipal
boundary change. It may reject the proposed change, accept the proposed change, or
amend [ALTER THE BOUNDARIES] and accept the proposal [AS ALTERED]. A

Local Boundary Commission decision under this subsection may be appealed under

CSSB 164( ) 6
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AS 44.62 (Administrative Procedure Act).
* Sec. 15. AS 29.06.090(a) is amended to ead:

(@ Two ormore municipalities may merge or consolidate to form a single
general law or home rule municipality, except a third class borough may not be
formed through merger or consolidation.

* Sec. 16.  As 29.06.100(b) is amended to read:
(b) The petition includes

(1) the name and class of each existing municipality;

(2) the name and class of the proposed municipality;

(3) the proposed composition and apportionment of the governing body;

(4) maps, documents, and other informauon that shows that the

proposed municipality meets the standards for municipal incorporation”®

15) for a home rule municipality, a proposed home rule charter.
* Sec. 17. AS 29.06.130(a) is amended to read:

€)) If the Local Boundary Commission determines that the proposed
municipality fails to meet the standards for incorporation, it shall reject the merger or
consolidation petition. If the commission determines that the proposed municipality
meets these standards, it mav [SHALL] accept the petition or amend [ B THE
COMMISSION DETERMINES THAT THE PROPOSED BOUNDARIES OR THE
COMPOSITION AND APPORTIONMENT OF THE GOVERNING BODY CAN BE
ALTERED TO MEET THE STANDARDS, IT MAY ALTER THE PROPOSAL] and
accept the petition

* Sec. 18. AS 29. .t-tO(b) is amended to read:

(b) A homerule charter in a merger or consolidation petition submitted
under AS 29.06.100(b)(5) is part of the merger or consolidation question. The
charter is adopted if the voters approve the merger or consolidation. The director
of elections shall supervise the election in the general manner prescribed by AS 15
(Election Code). The state shall pay all election costs.

* Sec. 19. AS 29.06.190 is amended by adding a new subsection to read:
(b) An areathat is not incorporated as a borough, including any cities in the

area, may incorporate as a unified municipality under AS 29.05.031.

_ -7- CSSB 164( )
iy Texc Underlined (DELETED TEXT BRACKETED 1



WORK DRAFT WORK DRAFT WORK DRAFT

1 * Sec. 20. AS 29.06.470(a) is amended to read:

N

(@) Except as provided in (b) of this section, voters of a municipality may
petition for dissolution when the municipality is free of debt, or, if in debt, each of its
creditors is satisfied with a method of repayment and

(1) the municipality no longer meets the minimum standards prescribed
for incorporation by AS 29.05, or former AS 29.18.030 if it is a third class borough;
(2) the municipality ceases to use each of its mandatory powers; or

(3) the dissolution petition filed under AS 29.06.460 is signed by a

© o0 N oo U0 &~ w

number of voters of the municipality proposed to be dissolved greater than 50 percent
10 of the number of votes cast in thp last regular [GENERAL] election in that
11 municipality.

12 * Sec. 21. AS 29.06.500(a) is amended to read:

13 @ If the Local Boundary Commission determines that a municipality fails to
14 meet the standards for dissolution, it shall reject the petition. [EF THE COMMISSION

15 DETERMINES THAT THE MUNICIPALITY MEETS THE STANDARDS UNDER

16 AS 29.06.470(A)(1) OR (2), IT SHALL ACCEPT THE PETITION.] If the

17 commission determines that the petition meets the standards under AS 29.06.470(a)(1).

18 (2), or (3) [AS 29.06.470(;)(3)] and that dissolution of the municipality is in the best

19 interest of the state, it shall accept the petition. The commission mav amend the

20 proposal and accept the petition.

21 * Sec. 22. \S 29.10.010(c) is amended to read:

22 (© At an incorporation, merger, or consolidation election a municipality
23 [FOR BROUGH INCORPORATION, AN AREA IN TOE UNORGANIZED

24 BOROUGH | may adopt a charter for its own government and incorporate, merge, or

25 consolidate as a home rule citv. borough, or unified municipality.

26 * Sec. 23. AS 29.10.010(f) is amended to read:

27 )] The proposed charter for a home rule municipality to be formed bv
28 incorporation, merger, or consolidation [AN AREA OF THE UNORGANIZED
29 BOROUGH] shall be prepared by the petitioners and filed [UNDER AS 29.05.060]
30 with the petition to incorporate, merge, or consolidate a home rule citv. borough, or
31 unified municipality.
CSSB 164( )
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* Sec. 24. AS 29.10.020 is amended to read:

Sec. 29.10.020. MODEL CHARTERS. The department shall prepare at least
one model home rule charter for a citv, borough, and unified municipality. The
model charters [CHARTER] shall be made available to persons interested in filing a
petition to form [INCORPORATE] a home rule municipality [BOROUGH] under
AS 29.05.060 or AS 29.06.090.

* Sec. 25. AS 29.10.070 is amended to read:

Sec. 29.10.070. CHARTER ELECTION. The proposed home rule charter for
an existing municipality shall be submitted to the voters at an election held not less
than 30 days or more than 90 days after the proposed charter is published. The
proposed home rule charter for a home rule municipality to be formed bv
incorporation, merger, or consolidation [AN AREA IN THE UNORGANIZED
BOROUGH] shall be submitted to the voters at an [INCORPORATION] election held
under AS 29.05.110 or AS 29.06.140.

* Sec. 26. AS 29.10.080(a) is amended to read:

(@) If a majority of those voting in an existing municipality favor the proposed
charter or if a majority of those voting to form a home rule municipality bv
incorporation, merger, or consolidation [IN AN AREA IN THE UNORGANIZED
BOROUGH] favor incorporation, merger, or consolidation [OF A HOME RULE
BOROUGH], the proposed charter becomes the organic law of the municipality
effective on the date the election is certified. Thereafter, a court shall take judicial
notice of the charter. The new home rule municipality shall file the indicated number
of copies of the charter with

(1) the lieutenant governor - two copies;
(2) the department - two copies;
(3) the district recorder = one copy;

(4) the municipal clerk - one copy.

* Sec. 27. AS 29.10.090(b) is amended to read:

(b) If incorporation, merger, or consolidation of a home rule municipality
[BOROUGH] is rejected by the voters [IN AN AREA IN THE UNORGANIZED
BOROUGH], the proposed charter is rejected.

9 CSSB 164( )
New Ts<r. Underlined (DELETED TEXT BRACKETED)



© 0 N oo O B~ W N

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

a rrrmemorrkrna— 0 = A = I

WORK DRAFT WORK DRAFT WORK DRAFT

* Sec. 28. AS 29.10.100 is amended by adding a new subsection to read:
(c) If a charter is amended, the municipality shall file the indicated number of
copies of the revised charter with

(1) the lieutenant governor - two copies;

(2) the department - two copies;

(3) the district recorder - one copy;

(4) the municipal clerk - one copy.

* Sec. 29. AS 44.47.567(a) is amended to read:
(@ The local boundary commission shall

(1) make srudies of local government boundary problems;

(2) adopt regulations providing [DEVELOP PROPOSED] standards
and procedures for municipal incorporation, annexation, detachment, merger,
consolidation, reclassification, and dissolution [CHANGING LOCAL BOUNDARY
LINES];

(3) consider a local government boundary change requested of it by the
legislature, the commissioner of community and regional affairs, or a political
subdivision of the state; and

(4) develop standards and procedures for the extension of services and
ordinances of incorporated cities into contiguous areas for limited purposes upon
majority approval of the voters of the contiguous area to be annexed and prepare
transition schedules and prorated tax mill levies as well as standards for participation
by voters of these contiguous areas in the affairs of the incorporated cities furnishing
services.

* Sec. 30. AS 29.04.040(c) and AS 29.10.010(b) are repealed.
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DATE: APRIL 15, 1993

TO: Senator Randy Phillips, Chair, and

Members, Community and Regional Affairs Committee
FROM: Kent E. Swisher, Executive Director
SUBJ: SB 176, relating to exemption of inventories

intended for export.

The Alaska Municipal League®s 1993 Policy Statement, states
that "The League supports state policies and legislation to
provide maximum Qlocal authority for economic development
activities and methods to accomplish those activities." (Part
ViIl, ECONOMIC DEVELOPMENT AND RESOURCE MANAGEMENT).

SB 176 has the effect of allowing a municipality to choose to
partially or totally exempt some inventories from taxation.
This may be a useful economic development tool in some
circumstances. The League supports giving such options to
local government.
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