


performance, and manage the reimbursement process. These awards can be for a variety
of projects such as health, fire and safety, water and sewer, construction of community
facilities, economic development initiatives, cemetery restoration, and program operations.
This Division also ensures grantees obtain site control, State Fire Marshal approval,

and other regulatory agency permits, as required.The Division currently administers
approximately 1,060 active legislative grants for a total value of $375 million.

Denali Commissien

The Grants Section administers
several Denali Commission
grants, including the Mini-

Grant Assistance Program and
the Multi-Use Facilities Grant
Program. Since 2001, the Division
has administered over 150 Denali
Commission grants totaling
approximately $ 17 million. Over
50 grants are currently open and
active, totaling about $ 15 million.
The Division also supports a
position to liaison with Denali
Commission full-time on
development issues, as do several
other State and federal agencies.

M ini-Grant As sistance Program

The Mini-Grant Assistance Program is federally funded by the Denali Commission and
formerly the U.S. Forest Service.The program provides grants on an annual competitive
basis to rural Alaska communities for a wide range of development projects and

development strategies. Grants are
awarded to the most viable projects that
promote development by diversifying the
economic base to provide jobs, income
and long-lasting economic benefits to
the communities served. One application
per community is accepted annually for
a maximum of $30,000.The funding level
in FY 07 was approximately $400,000.
Currently there are 30 active grants
totaling $860,000.
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The Mini-Grant Assistance Program is one of the most popular grant programs the Division
administers. DCA generally receives between 75 and 100 applications requesting in excess
of $ 15 million. The program provides a source of fundirg for many activities that are not
funded through other means. Planning activities (including feasibility studies, business plans,
and community development plans) are very popular as are projects that provide seed
money for economic development activities. Without the Mini-Grant Assistance Program,
many innovative and exciting projects would likely never get off the ground. Although a
small investment, the Mini-GrantAssistance Program provides significant benefits to a large

number of communities across the state annually.

Saiccess Story: Hlitf-frant PrtfrM i Awtsiw ww,
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In 2006, the Research &Analysis section conducted an assessment of the Mini-Grant
Program and published it’ findings in a report titled, Mini-Grant Program: Community
Impact and Progmm Evaluation. Program feedback affirmed Mini-Grant recipients
consider the Mini-Grant Program to be “community friendly" citing various reasons
including: 1) straightforward and simple application process; 2) minimal reporting
requirements; 3) friendly and helpful DCA staff; 4) speedy Mini-Grant fund disburse-
ments; and 5) short time frame between grant application and award determination.
Although less frequent, some communities did provide criticisms of the Mini-Grant
Program including: 1) short application time period and 2) inconvenient application
deadlines. Communities were asked to rate the Mini-Grant Program on a scale of
one to five with one as very poor and five as very good. On average (16 communi-
ties reporting), the Mini-Grant Program rated a 4.75 on the five point scale, further
illustrating the popularity and utility of the Mini-Grant Program as administered by

the Division.The full report can be found at:

v

http;//commerce,state.ak.us/dca/grt/pub/MmiGrantProgramRepprt,p-df

Multi-Use Facility Grants

The Multi-Use Facility Grant Program

is federally funded by the Denali
Commission.The purpose of the
program is to encourage consolidation
of compatible essential community
services while eliminating duplication

of services and increasing the efficiency
with which services are provided. Multi-
Use Facilities can meet a variety of
needs in Alaska and enhance the delivery
of vital community services.
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Over the past several years, the Commission
has been made aware of many additional
needs throughout Alaska through its
Multi-Use Facility Program. Recognizing
the challenge of getting projects to the
construction stage, the Commission has
expanded the program to assist with the
planning and design of surh facilities. The
Commission wants to assi cin bringing
projects to completion and, where
appropriate, move projects to their next level.
Applicants can apply for one of the four types
of available funding: conceptual planning, design, construction, or repair and renovation.
Priority for funding goes to projects associated with life, health, and safety. Projects funded
with Multi-Use Facility funds are generally limited to serving communities with populations
estimated of no greater than 2,500 people. In FY 07, there are 23 active projects totaling
approximately $6 Million that the Division is administering.

Division staff have worked with the Denali Commission since early 2005 to make the
changes necessary and expand the program to include conceptual planning and design
projects. This work entailed rewriting the application/proposal templates and providing a
Multi-Use Business Plan template for applicants to use.

Flood M itigation Assistance (FNA) Program

The Flood Mitigation Assistance Program is a federal grant program that provides assistance
to National Flood Insurance participating communities for flood mitigation planning and
project activities. Project grants are to elevate, relocate, or buy out flood-prone, flood-
insured structures.The Division administers these Federal Emergency Management Agency
pass-through grants. For detailed information on these grants please see the Floodplain

Management section of this report.

N ational Petroleum Reserve - Alaska (NPR-A) Impact
Program

The State receives 50 percent of the revenues from federal oil
and gas lease sales in the NPR-A under 42 U.S.C. §6508. OQil
and Gas development in the NPR-A region places economic
and environmental stress on municipalities in the area. In
order to minimize the impact of oil and gas development to
these communities, Impact Program funds are allocated to M
municipalities, with priority given to those most heavily impacted  Ajjicd Health cai
for planning; construction, maintenance, and operation of essential  Tyaining Program
public facilities; and, other necessary provision of public service.



In September 2006, Division s”aff traveled

to Barrow to conduct a workshop for

communities within the NrR-A.This is the

fourth year that the Grants Section offered

an NPR-A workshop. Staff reviewed the

overall program objectives, eligible activities,

completion of application forms, the level

of funds anticipated to be available, and

answered specific questions from community

representatives. Staff also reviewed general No  Slope Borough Workforce
grant management expectations. Feedback was  Development Center
positive and the Division plans to continue

offering similar workshops in coming years.

InJanuary 2006, the Division recommended funding awards in the amount of $4,278,502 for
15 NPR-A projects. In FY 07, there were 90 active NPR-A grants totaling approximately $80
Million. For FY 08 it is anticipated that approximately $12 Million will be available for NPR-

A grant awards inJanuary or February 2007.

Community Project Capital Hatching
Grant Program for Incorporated and

Unincorporated Communities

As of FY 2004, the Capital Project Matching
Grant Program has not received new funds
and is not expected to receive funding in the
future. However, there are approximately 350
active Capital Project Matching Grants totaling
approximately $ 17,000,000 that the Division
continues to administer.

Department of Defense Ground Based Missile Defense Impact Grants

The Division administered two missile defense impact grants for the community of Delta
Junction totaling over $24 Million during FY 07. One for the City of Delta Junction and one
for the Delta Greely School District. Currently one grant remains open with a balance of

over $2.5 Million.

Alaska Coast. Management Grants

The Grants Section assisted other Division staff in the administration of 55 Alaska Coastal
Management Grants totaling approximately $840,000 in FY 07.

Coastal Impact Assistance Program
The Grants Section assisted other Division staff in the administration of 56 Coastal Impact
Assistance Program Grants totaling $3 Million during FY 07.



(olsi
BAMR¥R sfCWAWA H A B A iUmnml Rcptrt

Local Boundary Com mission)

Of approximately 120 State boards and commissions, the Local Boundary Commission
(LBC) is one of only two executive b anch hoards named in Alaska’s Constitution, the
University Board of Regents being the other. The framers of Alaskas Constitution
established the LBC to adjudicate municipal boundary matters.The framers recognized

that city and borough governments were the
fundamental political subdivisions of State
government for the delivery of vita! public services
at the local level.The LBC has the duty to judge

proposals for:

incorporation of cities and boroughs;
reclassification of cities;

annexation to cities and boroughs;
detachment from cities and boroughs;
dissolution of cities and boroughs:
merger of cities and boroughs; ano
consolidation of cities and boroughs.

The Division of Community Advocacy
carries out the Department’ statutory duty Members |
[AS 44.33.020(a)(4)] to provide staff for the (LBC).

Those duties are further defined in AS 29.04

- 29.06. The LBC has other duties set out in AS 44.33.812, including the responsibility to

“make studies of local government bound: ry problems.”

Local Boundary Commission
Al

DCA staff provides technical support to the LBC, petitioners, respondents, and other
interested individuals and organizations.

The LBC files a report with the State Legislature each year detailing its activities and
decisions. That report will be presented to the Legislature in January 2007, and will be

available on the following Website:

http://www.commerce.state.ak.us/dca/lbc/L BCreport.htm

Pig
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LBC 1006 Activity HipN iffits

During 2006, the LBC worked diligently on a wide range of activities encompassing
incorporations, annexations, detachments and much more. Here are some of the year’

highlights.

CKy Incorporation LBC Members and DCA Staff at a Public

City incorporation activities and Hearing
inquiries occurred to various degrees

with respect to six communities. The

six communities are Big Lake, Healy,

Horseshoe Lake, lgiugig, Levelock;

and Naukati. In Naukati, the LBC

approved a city incorporation

proposal; however, voters rejected

the proposal.

* .« *

City Annexation

In 2006, city annexation was explored or pursued to various degrees with respect to the
10 city governments listed below. At the time of this report, however, no city annexation

petitions are pending before the LBC.

City of Homer (conclusion of City of Petershurg
litigation) City of North Pole
City of King Cove City of Seldovia
City of Klawock City of Soldotna
City of Kodiak City ofWasilla

City of Palmer

City Dissolution

During 2006, interest was expressed in dissolving the City of Tanana, a first-class city in
unorganized borough. However, no petition for dissolution was filed.

City Reclassification
There was interest in 2006 in reclassifying Houston, currently a second-class city to a
first-class city.
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Bereugh Innrpinitiffl

In 2006, activities regarding borough incorporation occurred to varying degrees in 15 areas
of the state. Three formal proposals to the Commission were pending during 2006 (Delta-
Greely, Skagway and Wrangell). Four other areas were subject of formal studies: Eagle

River-Chugiak; Glacier Bay-Chatham; Middle Kuskokwim;and Yukon Flats. The 15 areas are:

Copper River Basin Middle Kuskokwim region
Delta-Greelp region Petershurg

Ekwok Prince William Sound
Eagle River-Chugiak territory Skagway

Greater Nenana territory Yukon Flats

Glacier Bay-Chatham region Yukon-Koyukuk

(Angoon, Elfin Cove, Kake, Yukon-Kuskokwim Delta
Hoonah, Pelican, Gustavus, and Wrangell

Tenakee Springs)

Kake

Borough Annexation

In 2006, Haines Borough (Klukwan), Ketchikan Gateway Borough, and the City and
Borough of Juneau expressed interest in annexation activity. A petition for annexation to
the Ketchikan Gatewzy Borough was filed.

Borough Detachment

Interest in borough detachment occurred in the following boroughs during 2006.
However, no petitions were filed.

Kenai Peninsula Borough (Hope)

Haines Borough (Swanson Harbor/Excursion Inlet)

Matanuska-Susitna Borough (Ahtna, Inc. lands)

Matanuska-Susitna Borough (Little Nelchina area)

Municipality of Anchorage (Eagle River-Chugiak area)

City and Borough ofJuneau (Greens Creek Mine)

M erger
Interest in merger occurred with respect to the City of Kachemak and the City of Homer

in 2006, although no petition was filed.

Pap 1



Consolidation

A petition for consolidation of the City of Ketchikan and the Ketchikan Gateway Borough
was considered and approved by the LBC during 2006. In a subsequent by-mail election,
voters rejected the consolidation proposal.

Sh clil Projects

In addition to the activity listed above, the LBC initiated a comprehensive review of its
regulations. That effort is continuing at the time of this report.

Additional LBC Inform ation
Further information on the Local Boundary Commission is available at:

[LBC friembers'and Staff

LBC,Staff at Public Information Meeting
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Community Technical A ssistance/R ural UtiSity
Business Adviser

A significant portion of Division’s personnel resources are dedicated to providing
technical advice and assistance direcdy to communities. This assistance is provided
under two main sections, Local Government Assistance and the more focused Rural

Utility Business Advisor (RUBA) program.

Legal Gm m meirt Assistance

Alaskas Constitution, statutes, and regulations define the powers and responsibilities of
local governments. Examples of assistance and training frequentlv reauested of DCA include:

ordinance development and codification;
elections training;

personnel practices;

tax assessment and collection;

Title 4 (Alcohol) local option laws;

council powers and procedures;
interpretation of State and local laws;
development of land disposal ordinances; and
Newly Elected Officials (NEQ) training.

With a demanding work load and limited

resources, the Division prioritizes not only
what services are provided but how to most effectively provide the services. The Local

Government Assistance section provides assistance through the following methods:

Training in Regional Centers

W one-on-one assistance either on-site or through remote methods;

m development of training materials and presentation in regional workshops;

m development of the Local Government Online (LOGON) web based information

system.

One-on-One Assistance: Local Government
Specialists (LGS%) are assigned to specific communities
throughout the state. They are charged with
answering the technical assist ice questions asked
by communities, and as necessary and given available
resources, travel to communities to provide one-on-
one training. With the large increase in the cost of fuel
and insurance; sound budgeting, accounting systems,
and financial reporting systems received renewed
attention in many communities. DCA staff spent a

significant amount of time working with communities to address specific problems/issues,

especially the financing/purchase of fuel oil.



Development of Training Materials and Presentation in Regional Workshops:
One way the Division has provided a larger distribution of technical assistance is through
the development of training materials and presentations. Presentations include statewide
meetings such as Alaska Municipal League Conference, or the Alaska Conference on the
Environment; regional meetings such as Yukon-Kuskokwim Housing Conference or Norton
Sound Regional Economic Conference; specific sub-regional workshops on topics such

as payroll tax reporting, financial accounting systems. The Division also provides training
for newly elected officials, this training is an effective way to reach a larger number of
constituents. DCA, has over the years, produced a large number of technical assistance
publications which are used for many of these trainings. A complete list of publications

available is on our website at:

www.commerce.state.ak.us/dca/StaffDir/GetPubl.cfm

Success Story: City of Chignik

The City of Chignik has been very proactive over the last year in seeking assistance with local government
issues and working to improve its capacity for utility services. In response to administrative staff and
council member turnover, as well as an earlier RUBA management assessment noting deficiencies, a city
resolution requesting DCA/RUBA assistance was received and a RUBA agreement with work plan was
signed November 2005.The most serious issue facing the community was reconciling declining levels of
revenue with increasing costs and debt left

from an earlier administration. Previous budgets

were not realistic and Council members were

not receiving timely and meaningful financial

information with which to manage the entity.

RUBA staffassisted the City in drafting and

adopting a realistic and balanced budget.

Recommendations were made concerning

problems on how the accounting systems

were set up in QuickBooks.These changes

were necessary to facilitate the creation of

more meaningful financial reports for the

Council. Assistance was also offered on how to

complete personnel evaluations with a sample

form provided; utility hiring practices and suggested changes to the utility personnel policies; and utility rate
setting. Local government issues addressed included assistance with the Open Meetings Act; local election
procedures, including Department ofjustice pre-clearance for special elections; council seat terms; and

ordinance adoption procedures.

With RUBA assistance, the City of Chignik was able to correct deficient management indicators that were
required to be eligible for funding of a community sanitation project. RUBA helped the community secure
a fuel loan to provide winter fuel. The community has realized the seriousness of its situation and is taking
steps to become a viable entity.To provide for necessary services and local government while working to
complete several utility improvement projects, close attention will be paid to budgeting, rate setting and
collections. RUBA will continue to offer assistance so that City staff, in addition to Council members now
lave the necessary technical, financial, and managerial capacity to provide for their community.
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For several years, the Alaska Association of Municipal Clerk* (AAMC) Institute has relied
on internal staffor contractors to present
important information on Alaska Statute Tide 29
at its annual meeting. This year. AAMC requested
that DCA staff present information on Tide 29
at the Alaska Municipal League Conference in
Juneau. AAMC also requested a presentation
regarding the legal basis of municipal
governments and role of the clerk in each type
ofgovernment structure. DCA staff updated
Tide 29 with applicable changes from the 2006

Legislative Session and provide' . hard copy or
CD-Rom with the information to each clerk. Additional Tide 29 copies were produced and

pub\li/shed for disbursement at Alaska Municipd League following the AAMC institute.
ny-V-

Local Government Online (LOGON): LOGON isa web-based local government
information system created by the Division of Community Advocacy to provide

information to municipal and tribal a —— On-M
governments, non-pro... corporations miocal Government Online
providing public services, and residents.
Its web-based availability makes ita mor® |1.| e - MW My e K@M
accessible source of information on local 1 . i
government procedures and issues. . . 1.

. .

LOGON provides easily accessible

information on local government topics

such as: duties and responsibilities of o, — TV —y
elected officials, the Open Meetings Act,

financial and personnel management issues,

and election procedures. 1

pPrN'eco»

Each LOGON chapter contains an overview of the respective topic, a frequently asked
questions (FAQs) section, and web links to applicable Alaska Statutes, regulations, and
sample documents. As an ever-evolving resource, LOGON is continually updated and
includes a newsletter, calendar of events, annual Title 29 updates, and links to other
resources, agencies, and programs. In addition to the online website and attendant
resources, the Division is currently developing training macerials that builds on the
information contained in LOGON. Explore LOGON at:

www.commerce.state.ak.us/dca/LOGON/home.cfm
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Rural Utility Business ftdrtser (IMBA)

The goal of the Rural Utility Business Advisor (RUBA) Program isto prepare
rural communities for,and help them meet, the challenge of managing and
operating sanitation utilities. RUBA is achieving this goal by providing assistance
in the areas of business, finance, personnel, and general management to
go/ernments and organizations responsible for operating water and sewer

utilities in rural Alaska.

Visit RUBA at:

http://www.commerce.state.ak.us/dca7ruba/ruba.htm

FY 06 RUBA staff activities include:

« Completed 188 trips to 167 different communities for a total of 497 days on-site to

provide RUBA assistance on a
wide range of topics including

utility management, personnel,

ordinances, elections, and much
more.

m Presented ten 32-hour Utility
Management Classes in six
different regional centers
throughout the State. One
hundred utility managers
completed the classes.

m RUBA worked with the Regulatory Commission of Alaska (RCA) to develop a
simplified application process for rate changes, including allowances for a sinking fund
in rate structure. Staff attended public hearings and a follow-up workshop to identify
best practices and mechanisms no protect the fund collected for future development of

sanitation infrastructure.

m Worked with the RCA to develop potential regulatory changes for water and
wastewater utilities.These changes include (1) a request to allow utilities to increase
rates to include charges to create a reserve fund to amortize (or replace) contributed
capital, and (2) to identify a standardized rate setting methodology for use by rural
utilities. RUBA staff also provided assistance to rural utility staff in meeting RCA

Provisional Certification Requirements.

Rp 2


http://www.commerce.state.ak.us/dca7ruba/ruba.htm

SwHMsfftrr maMHkKkfite- Hw wrttelH iitw rt

RUBA staff completed a utility
management assessment for the
Ninilchik Village Townsite Association.
The Association requested the
assessment in preparation for a
sanitation project The RUBA
assessment identified several
management deficiencies. In response
to the findings in the assessment the
Ninilchik Village Townsite Association
Administrator met with RUBA
program staffand requested that

the series of six utility management
workshops be presented in Ninilchik.

Since the Association does not
currently provide any utility services and needed to obtain skill: necessary to set up the utility

service, the series of management courses was a good fit RUBA staff has provided four of the six
series in Ninilchik since November 2005 with a commitment from both parties to complete the

final two course in the spring of 2007.

Staff from communities surrounding Ninilchik have also attended these workshops. Anchor Point
Nikolaevsk, and Voznesenka have committed to attending the remaining two courses in the series.
A year ago the communities of Anchor Point and Voznesenka did not comply with the RUBA
assessment of management indicators. After the RUBA utility management series presentations
and on-site RUBA assistance, both communities have met the essential indicators and a majority
of the sustainable indicators for their utility. Nikolaevsk has also met all essential management
indicators and a majority of the sustainable ones. Meeting all essential indicators is a requirement
prior to Village Safe W ater funding construction of a water/wastewater project Meeting essential
indicators also ensures successful day to day operations of public utilities.

Ninilchik Village Townsite staff has continued to work closely with the RUBA program in
cosponsoring the course and providing classroom space plus arranging participant registrations.

m Presented information sessions at the following conferences: Alaska Municipal League
(AML),Alaska W ater and Wastewater Managers Association (AWWMA), Alaska Rural
W ater Association (ARWA), Southeast conference of the AWWMA, Kodiak Rural
Regional Leadership Forum, Alaska Village Council Presidents Region Housing Summit
Southeast Alaska Regional Health Corporation, Office of Environmental Health, Alaska
Native Tribal Health Consortium, Department of Environmental Conservation, Kawerak

Regional Conference, and theTanana Chiefs Conference.
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Attended and participated in the Alaska Sanitation Facilities Organization Joint
Meeting.This inter-agency meeting was well attended by staff from Village Safe W ater,
Alaska Native Tribal Health Consortium, Environmental Protection Agency, Remote
Maintenance W orkers, health corporation representatives and all regional RUBA staff.
The event provided management and leadership of all the entities an opportunity

to present an overview of current issues and field questions from participants.

Small working groups were also formed to learn firsthand about the roles of their

counterparts at other agencies.

Served on the evaluation committee for DEC Village Safe W ater Grants.

Wrriter Utifiry in Lime Village
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O ffice of the State A ssessor (OSA)

Inaccordance with state law, the Office of State Assessor (OSA) conducted the
annual full value determination (FVD) for taxable property in the 16 organized

boroughs and 76 home rule, first class, and second class (with a population over
750) cities, for a total of 92 municipalities. The results are published in a report

titled, “Alaska Taxable.™

To review the report, contact the OSA or visit the Division's website at

http://www.commerce.state.ak.us/dca/osa/assessor.cfm

In 2006, the OSA worked with the Alaska Association of Assessing Officers (AAAQ)
to complete a standard on Community Purpose Exemption in accordance with Alaska
Statute 29.45.050(b)(1)(A). The

standard provides relevant issues

and guidance for administrative -I I I

analysis regarding the “Community

Purpose” property tax exemption as

an optional exemption authorized by

AS 29.45(b)(1)(A). In addition, the

OSA worked with the AAAO and

the Alaska Municipal League (AML)

to support legislation that narrows

the definition of property which is O Training

used for “charitable” purposes. The

current definition of “charitable” is so

relatively broad that it may include a large variety of uses which may not, in the ordinary

sense of things, be considered “charitable."

In 2006, the OSA completed restructuring and calibrating various models used in valuing
personal property, including vessels and privately owned aircraft throughout the state. The
OSA also began work on revaluing the Lake & Peninsula Borough. The revaluation process
fulfills a cyclical economic requirement to determine true and fair value of properties
approximately every four years, with a desired on-site inspection every two years. A
preliminary survey was completed which will be used to estimate che scope of work
necessary to complete the revaluation on the Borough. The OSA conducted three week-
long educational courses within the state.The courses included Fundamentals of Property
Appraisal and Fundamentals of Mass Appraisal. In addition, the OSA also prepared and
presented workshops at the annual Alaska Municipal League meeting in November 2006
inJuneau. The OSA is preparing a new workshop on tax policy for the Newly Elected
Officials (NEO) at the AML conference in 2007.
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Planning/Land M anagement &
M unicipal Lands  Trastee

The Land Management and Community Planning programs provide assistance to
communities on regional and local land issues.The main areas of assistance are

technical advice and training on local planning and land management efforts, the
Alaska Coastal Management Program, the Municipal Lands Trustee Program, and
the National Flood Insurant Program.Thc* section performs an integral role in
the Denali Commission’s PlanningW orkgroup.

Alaska Coastal M anagementProgram (ACMP)

Through balanced stewardship, the Alaska Coastal Management Program (ACMP) strives
to sustain the long-term economic and environmental productivity of the Alaska coast.
The ACMP provides a balance of decision making that addresses all interests, coastal
resources, and coastal uses. Twenty-eight coastal districts participate in the program

by developing local coastal management plans, implementing local plans through the
consistency review process, and informing and educating the public about the ACMP. The
Divisions -ole in the program, established in AS 44.47.095, supports the coastal districts
through research, training, and technical assistance. DCA also manages the ACMP grant
program, which awards approximately $ I million annually in grant funds to the coastal

districts.

In Fiscal Year 2006, ACMP coastal districts were engaged in amending district coastal
management plans to bring the local plans into compliance with revised ACMP statutes
and regulations. Staff provided technical assistance and administered the grants through
which the plan amendment and required tasks process was funded. In addition to
overseeing and providing assistance with the development and implementation tasks of
ACMP coastal districts, DCA staff provided assistance in the following areas:

B Technical Assistance Visits to Coastal Communities: Staff visited the cities of
Nome, Gustavus, Betl.c' Hoonah,Thorne Bay, Pelican, W hittier, and Bering Straits
CRSA (Norton Sound) in order to provide technical assistance on district coastal
management plan amendments and district plan implementation.

B Training and Technical Assistance to Coastal District Coordinators: Staff provided
training and technical assistance to the new district coordinators of Bethel, Cordova,
Whittier, Bristol Bay Bore ugh Kodiak Island Borough, Northwest Arctic Borough, and
Thorne Bay on the required tasks of coastal districts in theACMR

B Coastal ImpactAssistance Program (CIAP) grants: Staff completed the
administration of this program of fifty-six grant projects located in communities
throughout the state, from Barrow to Ketchikan.The grants included projects related

to:
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« Conservation, restoration, enhancement or protection of Alaska coastal and
marine areas, including wetlands and watersheds.

« Education, particularly of young people, to develop an understanding and
appreciation for Alaska coastal environments and watersheds.

Yafcfeg ttie Lead: Nevtik Planntai Croup

The Division of Community Advocacy has served as the lead coordinator for the Newtok
Planning Group, a mufti-agency group assisting the Native VrSage of Newtok iT,its
relocation efforts. The Village of Newtok has been threatened for years by high rates of
erosion and more recently a dramatic increase in seasonal ficKxfing. Federal and State
studies have concluded that there

isno permanent and cost-effective

way for Newtok to remain at the

current village site and in 2003, the

village was able to acquire land to

relocate to on Nelson Island after

Congress passed S.924. Division

staff has facilitated Newtok Planning

Group meetings on a monthly basis

to coordinate agency efforts in the

village relocation. In addition to

coordinating the Newtok Planning

Group, the Division has provided

critical technical assistance to the

Newtok community in its relocation

efforts:

m The Division prepared, on behalf of the Newtok Traditional Council, a grant application
for Investment Assistance to the Economic Development Administration (EDA) for the
design and construction of a Multi-Use Marine Support Facility at the village relocation
site on Nelson isiand.The Division, in co-application with che Newtok Traditional
Council, was awarded an EDA grant of $800,000 for the project This facility, which
includes a harge ramp, floating dock and upland staging area, will provide critical support
to the delivery of equipment and materials for construction of the new village site.

»  The Division also provided technical assistance to the Newtek Traditional Council in
its application for a Mini-Grant for the development of a community layout plan for the
new village site. The Traditional Council was awarded a Mini-Grant of $26,682 for this
project, which will guide the efficient and orderly development of the new village site.



| Participation in Federal Initiatives funded through the Coastal Zc
ManagementAct (CZMA): Staff participated in federally-funded initiatives led by
the Department of Natural Resources, Office of Project Management and Permitting

including:
« Coastal and Estuarine Land Conservation Program (CELCP).

 Staff participated on the review panel for project proposals to NOAA for federal
funding under the States CELCP program.

® CZMA Section 6217Coasta| Nonpoint Pollution Control Program. Staff
participated in efforts to meet the remaining conditions to achieve federal approval
of Alaska’s Coastal Nonpoint Program. The focus of this federally-funded program is
to more effectively manage polluted runoff in Alaskas coastal areas.

® CZMA Section 309 Enhancement Grants Program: Staff participated in efforts to
update the 2005 Alaska Enhancement Grants Assessment and Strategy.This program
provides grant funding to ACMP coastal districts and State agencies to update
district coastal management plans and to complete projects that improve local
implementation of district programs. DCA administers Section 309 Enhancement
Grants to ACMP coastal districts. Staff also participated in the review of Fiscal Year
2006 Section 309 Enhancement Grants submittals, and in the development of grant

agreements for the selected projects.

Land M anagementand Mappdng

Unresolved land claims and inadequate
information about land sometimes
hinder development for both the
private and public sectors.The

land management section provides
information, maps, and assistance

to agencies, contractors, and rural
communities so they may overcome
land problems that currently impede
development. Some of the services
provided include the following:

M site Control. This includes
preparing title opinions and providing maps, sample documents, and technical assistance

to assure a proper ownership interest for publicly funded projects. Site control helps
protect State and local government investment in buildings and facilities. To assist local
governments in obtaining site control, land management staff has recently developed
course work for Statewide and Anchorage area classes that will be presented in 2007.
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Community Profile Mapping. By assisting groups that are contracting for the
preparation of community mapping, the Division ensures that community maps

are prepared to a standard that is compatible with other users, that existing digital
mapping is used whenever possible, and that the project s coordinated with other
agency mapping efforts that may be taking place.The maps are an important planning
tool to expedite infrastructure development and reduce property loss due to site
control problems and natural hazards. In exchange for DC A assistance, mapping
partners permit the maps to bhe added to a community-mapping library and shared
with the public in paper and digital form. DCA's current mapping partnerships are
developing new aerial photo based community maps in 31 rural communities.

Land Management. Section 14(c) of the Alaska Native Claims Settlement Act
(ANCSA) provides that certain land in ANCSA communoes be made available

to residents, businesses, non-profits, communities, and airport operators. DCA
provides community mapping and land management assistance to municipalities,
unincorporated communities, and Native village corporations so they may carry
out the process of identifying and conveying 14(c) land ci:a>ms.This year DCA’s
assistance was instrumental in the settlement of land claims and the submission of
maps of boundaries for the communities of Ninilchik and Shaktoolik.The Surveying
of land claims was completed inTanacross, Hoonah, Nakriek®Twin Hills and Angoon.
The settlement of the ANCSA 14(c) land claims is an essential step in clearing

land title in the community and providing a base of land for private and public land
development. In unincorporated communities DCA carries out the 'mommunity
planning and negotiation of the 14(c)(3) community land on behalf of a future
municipal corporation, in accordance with AS 44.33.755. -eases, deeds, and easements
of Municipal Trust Land were issued this year for housing, sanitation facilities, clinics,
consolidated bulk fuel storage, roads, and other community facilities.

Cemmunities with 14(c, Settlements. Statewide*

No Activity/Resist

Change
15%

Not Ready to
Select Land/Less

Urgent 31 Completed

Would Benefit
from Assistance

18%

* Adjusted for vacant villages and completed communities that have rot submitted
Maps of Boundaries.

P 29
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Lind Planning

The Section is involved with communities on a day to day basis involving land planning and
site control and land disposal. Staff is involved in planning commission training, planning for
utilities management and developing proposals for community plan development through

partnering agencies.

Floodplain M anagement

The mission of the Division’
Floodplain Management Program is to
reduce public and private sector losses
and damage from flooding and erosion A g
by providing coordination, funding,

and technical assistance to cities - -0
and boroughs statewide, particularly Y *_
National Flood Insurance Program \
(NFIP) participating communities.

Seward Ffood. 2006 - Dairy Hill Y

N ational Flood Insurance Program (NFIP)

The Division serves as the State coordinating agency for the National Flood Insurance
Program (NFIP).The program provides an opportunity for 86 percent of the population to
purchase flood insurance coverage for individuals, businesses, and renters in 32 cities and

boroughs, and regulate land use in flood prone areas.

Floodplain M anagement Programs

Floodplain Management/National Flood Insurance Program (NFIP)

In 2006, Division staff provided technical assistance following three major disasters and
flood events from riverine and coastal storms. Staff assistance included, but was not limited

to, the following:

m Provided training on the new elevation certificate required to be used effective January
2007.The four workshops, held across the State, focused on Professional Engineers and

Land Surveyors.

m Community Assistance visits were preformed in the cities of Seward, Togiak,
Dillingham, Nenana, Delta Junction, and Valdez, to assist with compliance, training, and
implementation of their Flood Damage Prevention ordinances.The City of Aniak had
additional follow-up completed from a previous community assistance visit.



m Coordinated a Coastal Flooding and Erosion Workshop in Dillingham to provide Bristol
Bay area policy makers training in Floodplain Management and Mitigation Techniques to
include planned retreat from eroding shorelines.

m Assisted Homer in
implementing No Adverse
Impact (NAI) policy of
their Flood Damage
Prevention Ordinances.
This is a higher regulatory
standard and is encouraged
in best management
practices of enhanced
floodplain management.
Assisted communities
in the education to fully
understand assistance
programs available to
mitigate future flood
damages, such as buy-out,
elevation, and relocation.

m Continue to organize community relocation and erosion/flood control meetings for the
most-threatened communities of Shishmaref, Kivalina, and Newtok.

m Partnering with the Army Corps of Engineers on the development of a $2 million
baseline erosion assessment.The assessment currently is on hold until Federal funding is

restored.

Flood Mitigation Assistance (FMA) program is managed by the Floodplain
Management Staff.

m Staff acquired grant funding to elevate or buyout a home that has experienced repetitive
flooding in Seward that was subsequently damaged again by the October 2006 flood.

« Staff oversaw completion of the Flood and All-Hazards Mitigation Plan for the City of
Aniak. The City of McGrath and the Seward Bear Creek Floe ' Service Area plans are

currently under development.

Map Modernization. With increasing requests for technical assistance and additional
deliverables required of the Floodplain Management staff and anticipated retirement of the
Senior Planner Il in December 2006, the Floodplain Management staff wiil be challenged
with required tasking, to integrate new staff, and develop contracts to manage the Multi-

Hazard Map Modernization program.



m Division staff completed the first Map Modernization project for the City of Aniak. The
Municipality of Anchorage maps are under review.

m Alaskas Map Modernization Plan updated and prioritized FEMA funding allocation for
communities. Staff is r sponsible for the scoping, development, and coordination of
the flood map production. Staff is currently coordinating and managing eleven small
communities under the Suite’s Cooperating Technical Partnership agreement with FEMA.

m Staff coordinated initial pre-scoping meetings with the Municipality of Anchorage and

the Fairbanks, Kenai Peninsula,
Matanuska-Susitna Boroughs,
as well as the cities of Sitka,
Valdez, Cordova, and Seward
for FY 06 - 09 flood map
update efforts.

m Staff is coordinating ongoing
discussions on levee
certification requirements in
Fairbanks and Sev/ard. Should
the levees not be certified as
providing flood protection
the resulting effects could be
considerable.

Legislative Grants: Shishmaref— $2 Million for Erosion Control

Division staff continues to coordinate and manage the $2 million legislative grant for
Erosion Control. Emphasis includes coordinated effort to partner with the Army Corps

of Engineers, and Housing and Urban Development (HUD) to utilize the funding in a
cooperative manner for the greatest amount of erosion protection for the community.
DCA staff continues to advise the community on the best utilization c* the remaining grant

funds.
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Research & Analysis

The Division is a leader in providing information resources to the public.The Division’
mission is to collect and publish accurate and timely information on local communities, local
government, and economic development in Alaska, and to make this information readily
accessible to the public.The Research and Analysis (R&A) section of DCA is responsible for
the online resources and research services provided to the public, state and federal agencies

and Alaskan communities.

The R&A section supports the Division by assisting in the development and implementation
of research projects, publications, and web-based applications. The section responds

to inquiries from the public and other State and federal agencies, collaborates with the

U.S. Census, and regularly provides information and analyses to the Commissioner’s and
Governor’ offices regarding communities' demographics and ongoing issues. In 2006, the
R&A section made a concerted effort to further relations with other departments and
organizations such as the Alaska Department of Labor, Alaska Energy Authority and the
Denali Commission in order to foster a collaborative environment and increase data sharing

activities and information outreach.
1066 Key Research Products

C Tent Community Conditions: Fuel Prices Across Alaska. Fall-Winter 2006 Update

Community Fuel Report Supplemental, September 2006
Current Community Conditions: Fuel Prices Across Alaska. Fall-Winter 2005

Elfin Cove, Alaska: Community Survey Report, August 2006

Alaska Economic Performance Report, 2005
Mini-Grant Program: Community Impact and Program Evaluation Report

Online Inferm ation Resources

Internet users can access a wealth of information about Alaska's communities, local
government, and economic development by visiting the Division’s web site at:

http.y/www.commerce.state.ak.us/dca
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Alaska Community Database/Community Profiles

The Alaska Community Database is an interactive database on the Division’s web site that
provides a wide range of community-based information

and data for planning, policy-making, and technical
assistance decisions. Some of the users who access

this online database include State and federal agencies,
private non-profit organizations, legislators and their

staff, and the general public. Users can obtain community
information summaries or in-depth community profiles

for each Alaska community. Users also have the option of
creating customized queries that can be viewed online or
downloaded into a Microsoft Excel file, which will then be
automatically transmitted via e-mail to their personalized e-

mail accounts.

http://www.commerce.5tate.ak.us/dca/commdb/CF_COMDB.htm

Capital Project Database

The Capital Projects Database provides information on capital
projects administered by over 20 State and federal agencies.
The public can access this web-based system to obtain project
descriptions, funding levels, and project status for over 15.000
capital projects in Alaska communities.

http://www.commerce.state.ak.us/dca/commdb/CF_RAPIDS.htm

Community Frnding Database

The Community Funding Database tracks detailed #
information needed for all of the grants administe~ed by

the Division.View-only grant information from the Grants

Tracking System is available to the public at:

http://www.commerce.state.ak.u5/dca/commdb/CF_Grants.htm
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Community Ubranf

The Divisions Community Photo Library is an online photo aloum organized by community.
Photos of each community are submitted by the public or are taken by Division staff and

posted on the Division’s web site for public viewing and use.

http;//wwwcommerce.state,ak.us/dca/phQtos/£Qrnm,. list.cfm

Community Profile Naps

The Division provides mapping services that assist
department staff and communities in accomplishing the goals
of increasing economic development and strengthening local
governments inAlaska. Maps are produced to display land
use, land suitability, land ownership, and boundaries set out in
ANCSA 14(c) land settlements.

ftp;//ftp.dcbd.dced.state.ak.us/profiles/prQfile-maps.htm

Economic Development Resource Guide (I1RG)

The Economic Development Resource Guide (EDRG)

ALrJuiloon

iIs designed to bring together, in one place, an inventory Ko e

of programs and services that can provide economic
development assistance to Alaska communities, individuals,
and businesses. The EDRG includes over 100 financial and
technical assistance resources provided by federal and State
agencies, national and State nonprofit organizations, and
private for-profit organizations.This resource is available as
an online database that provides users with the opportunity
to perform targeted searches to retrieve resources that
meet their specific eligibility and needs. The EDRG is also
available in GD-ROM format and is free to the public.

http://www.commerce.state.ak.us/dca/edrg EDRG.htm
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Local Government Online (LOGON)

Local Government Online (LOGON) isa web-based
information resource system created by the Division to
assist members of the public, elected and appointed officials,
public administrators, community leaders, and others
interested in local government operations, public services,
and community development in Alaska.

LOGON provides information on local government

functions, such as: administration, elections, financial

management, planning and land use, taxation and assessment, and grants and revenue
sharing programs. Italso provides links to other State and federal resources that are
available to the public. For additional information on this resource, please refer to the
“Local Government Development” section of this report or visit:

http:/lwww.commerce.state.ak.us/dca/LOGON/home.cfrn

Success Story: Huuklpal Officials Directory iHOD) Online System

The Municipal Officials Directory (MOD)
Online System provides current information

on Community Officials and Contacts. The
online system is updated throughout the year.
In addition, the system is designed so that
Communities can manage and update their
own information any time it changes via a log-in
protocol.

http*/wvywt&omnierce.statg,ak.u?/dca/MuniDirPubl

Plans Library

The Plans Library is an online information resource
created by the Division to assist communities that are
interested in developing their own community plans by
nroviding a directory of existing plans. The Plans Library
S organized by community, listing all plans that are readily
available on the DCA web site.

http.y/www.commerce.state.ak.us/dca/commdb/CF Plans.cfm
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RI9BA Quarterly Assessment Reporting System

The Rural Utility Business Advisor (RUBA) program
provides rural communities with technical assistance and
training on the business and financial administration of their
utilities. RUBA conducts assessments for communities that
have sanitation projects or have signed RUBA Agreement
requesting management assistance. The assessments help
to benchmark a community’s performance and document’
ongoing efforts by RUBA staff in each community. The
assessments are designed to be methodical and consistent
by measuring a number of essential and sustainable
indicators for performance areas such as operations,
personnel, finances, and organization. The RUBA Quarterly
Reports are available to the public as a printed publication
and are also available online at:

http.7/www.commerce.state.ak.us/dca/ruba/report/Kuba_Report.cfm

RVBA Training Inform ation System

The _Rural Utility Busings_s Adv_isor (RU_BA) program A iU S
provides rural communities with technical assistance and

training on the business and financial administration of
their utilities.To assist communities and RUBA staff in
tracking participation in these training opportunities, the
Division created the RUBA Training Inforr ’tion System.

The RUBA Training Information System is an online, searchable database that contains a
student profile for each participant in the training program, including the training classes
attended by that participant.This information resource is available on the web at:

http://www.commerce.state.ak.us/dca/train/rubatraining.cfm
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Publications

The Division publishes a variety of resource materials on local government, economic
development, community planning, grants, and other topics. These materials are available
on the Division’s web site at (http.7/www.commerce.state.ak.us/dca). In addition to the
numerous publications produced and maintained yearly, the Division’s website also makes
available other related topics and older publications. Significant publications for 2006

include:

General Division
m Division of Community Advocacy Annual Report, 2006

Local Government

m Alaska Taxable 2006

m City Budget Manual - FY 2006

m City Financial Statement - FY 2006

m Title 29 of Alaska Statutes (Municipal Government) - 2006

Grants

m Labor Standards Guide

m Mini-Grant Application [see Research & Analysis Mini Grant Report]
m National Petroleum Reserve-Alaska 2006 Application

m Mini-Grant Program Report

Research & Analysis
m Current Community Conditions: Fuel Prices Across Alaska, Fall-Winter 2005

m Current Community Conditions: Fuel Prices Across Alaska, Fall-Winter 2006 Update
m Current Community Conditions: Fuel Prices Across Alaska Supplemental,
September 2006

Economic Development Resource Guide (EDRG)

Alaska Economic Performance Report 2005 1

2006 Municipal Officials Directory

Mini-Grant Program: Community Impact and Program Evaluation Report

Elfin Cove,Alaska: Community Survey Report, August 2006

FY 07: Head Count Census Manual

FY 07: Housing Unit Method Manual

Local Boundary Commission Staff

m 2006 Annual Report to the Legislature

m Preliminary Report on the Deltana Borough Proposal

m Supplemental Report on the Skagway Borough Remand

m Preliminary and Final Reports on the Ketchikan Consolidation Proposal

Land Management
m Getting Started on 14(c)(3)
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For questions about this report or to requests additional copies, please contact
the Research and Analysis Section:

Information:
Indra Arr ga, Research and Analysis Supervisor
Phone: 907-269-4521 Fax: 907-269-4539
E-Mail: Indra_Arriaga@ commerce.state.ak.us

Additional Copies:
Jennie Starkey, Publication Technician
Phone: 907-269-4560 Fax: 907-269-4539
E-Mail: Jennie Starkey@ commerce.state.ak.us

The Division of Community Advocacy complies with Title Il of the Americans with
Disabilities Act of 1990. Upon request, this report will be made available in large print or
other accessible formats. Requests for such should be directed to the Division at 907-

269-4560.
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RECORDS
CERTIHCATION

I, the undersigned, an employee of the State of Alaska, do
hereby certify that the microfilm images on this microform are
accurate reproductions of the origin?! records of the State of
Alaska as accumulated during the regular course of business,
and that it is the established policy and practice of this State to
microfilm its records and to dispose of the original documents

after microfilm reproductions have been made.

Signature of Camera Operator Date

J
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COMMISSIONER
EMIL NOTTI



CONFIRMATION COMMITTEE REPORT

Action date:

The Community and Regional Affairs Committee has reviewed the qualifications of the
following Governor’s appointee and recommends that this name be forwarded to ajoint

session for consideration:

Commi: ioner - Department of Commerce, Community, and Economic
Development
Mr. Emil Notti

This does not reflect intent by any of the members to vote for or against this individual
during any further sessions for the purposes of confirmation.

. _ Printed
Signature: Last Name
Sc¢ 1l —
w h - X w v

Chair:

JCth

Please return to the Chief Clerk's office.



Commissioner

Ltr.2
STATE OF ALASKA
DEPARTMENT OF
COMMUNITY AND SarghPaim, Goamor
ECONOMIC DEVELOPMENT E rriN oti, Carmisscrer

Emil Notti

Commissioner
Department of Commerce, Community and Economic Development

BIOGRAPHY/RESUME

Emil Notti is an engineer, prominent Alaska Native leader and Alaska public
servant.

He graduated from Northrop University with a dual degree in aeronautical and
electrical engineering. His extensive background includes first president of the
Alaska Federation of Natives during which he was an instrumental player in
establishing the state’s Native corporations; past president of Doyon Limited;
former Commissioner ofthe Department of Community and Regional Affairs
under Governor Sheffield; 30-year board member with the National Bank of
Alaska; and Veteran of the United States Navy.

Born in Koyukuk, Notti holds an Honorary Doctorate degree from the Alaska
Methodist University.

P.O. Box 110800, Juneau, Alaska 99811-0800
Telephone: (907) 465-2500 Fax: (907) 465-5442 Text Telephone: (907) 465-5437
Email: questions@commerce.state.akus  Website: http://www.cornmerce.stace.akus/
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RESUME

Emil Notti
2066 Churchill Drive
Anchorage, Alaska 99517

em &aiigk

1951; Mt Edgecumbe High School, Diploma
1953; Navy Electronics School, Diploma
1961; Northrop University, DSEE

MILITARY
U.S. Navy: 1952-1956, Honorable Discharge

EXPSRIffNCg

Autonetics: Jr. Electronic Engineer

Transco Products: Electronic Engineer

FAA: Electronic Engineer

Cook Inlet Native Association: President
Alaska Federation of Natives: First President
Alaska Native Foundation: President

Doyon Ltd: President

State of Alaska: Commissioner; Dept of Community & Regional Affairs
Acting Chiefof Staff) Governors Office
Director, Legislative VfFairs, Governors Office

Self Employed: Personal contract-seven years
Ahtna: VP of Administration

HONORS.ACTIVITIES
Alaska Methodist University; Honorary Doctor

Alaskan ofthe Year; Finalist 1969
Private Pilot

tl
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Collection Name Alaska Native Organizations. Photographs. ASL-PCA-33
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550 West SeverUn Avenue, Suite 1770 « Anchorage, AK 99501
Telephone: 907-269"*560 < Fax: 907-269-4539

February 21, 2007

The Honorable Anna Fairclough The Honorable Gabrielle LeDoux
Co-Chair Co-Chair
Coer%nl% and Regional Commun and Re%lonal

alls Committeg Itfee

Alaska State House of Representatives ~ Alaska State House of Representatives

State Capitol. Room 411 State Canitol, Room 412
Juneaucaglaska 99301-1182 Juneal(tja,%tlaska 99301-1182

Dear Representatives Fairclough and LeDoux:

Please accept our appreciation for the o rtunl Oyou have granted the Local Boundary
Commussion to address the House Commu Regional Affairs Commitfee rext
Tuesaay, February 2/, The Commlssmns rsentatlo Will focus on five Pollcy ISSUES.
Those ar (1} In reasmg d|ff|cult|es In rendering borou hbounda deC|s s 2) the
eneral Iacko incentives for borough |ncor ral on (3)the ab sence of standar sand
ethods for establishment of unorganized boroug Soca? funding for borough feasibility
studies; and (5) compensation for members of the Boundary Commission.

Those toplcs are addressed In getail in the attached excerEt pp. 83 - 99) of the

Comm’sion’s annual leport to the 2007 Legislature. I look forward to dISCUSfI those
Issues and any matters that members of the”House Community and Regional Affairs
Committee wish to bring to the attention of the Commission.

Cordially,

Darroll Hargraves
Chair

Enclosure;

Members: Darroll Hargraves. Chair, Georgianna Zimmerle. First Judicial District;
Robert Harcharek. Second Judicial District; Bob Hicks, Third Judicial District;
Tony Nakazawa, Fourth Judicial District
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Chapter 3

Policy Issues and Concerns

Introduction

T his chapter addresses contemporary policy issues and concerns of the LBC.1l In sum, these
relate to:
m Increasing difficulties in rendering borough boundary determinations following the

1963 Mandatory Borough Act.
m  Substantial disincentives and alack of adequate inducements hinder incorporation of
organized boroughs and annexation to existing boroughs.
» Lack of standards and methods for establishment o f unorganized boroughs.
Funding for borough feasibility studies.
Compensation for members of the LBC.

Section I. Incieasing Difficulties in Rendering Borough Boundary
Determinations Following the 1963 M andatory Borough Act

Subsection A. Statement of Issue

W ith tic exception of aperiod of only eight months or so to implement the 1963 Mandatory
Borough Act, the State has employed a laissez-faire policy regarding borough formation. ’lllat
policy allows residents of the unorganized borough, irrespective of their fiscal and administrative
capacity to support borough government, to decide when or even if they wish to incorporate
boroughs. That policy has often stymied formation of large regional boroughs and may have
contributed to boundary determinations that have been widely criticized and regarded by SOME as

mistakes.

"1 Many ofthe policy matters addressed here are discussed in detail in prior reports of the LBC. Those include, in
particular, toe Report ofthe Local Boundary Commission to the First Session ofthe Twenty-Fourth Alaska Legislature
(January 2005/, School Consolidation: Public Policy Considerations and a Review of Opportunitiesfor Consolidation
(February 2004/, and UnorganizedAreas ofAlaska that Meet Borough Incorporation Standards (February 2003).
Those reports arc available on the LBC Website at <http://www.dccd.statc.ak.us/dca/lbc/lbc.htm>. A copy of

any of those reports can also be obtained by contacting LBC staff.


http://www.dccd.statc.ak.us/dca/lbc/lbc.htm
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Subsection B. Background

Article X, Section 3 of the Alaska Constitution requires that “The entire State shall be divided
into boroughs, organized or unorganized ” It provides further that organized and unorganized
boroughs, “shall be established in a manner and according to standards” enacted by the legislature.
In 1960, the LBC made the following observations regarding boroughs in its report to the First

Alaska State Legislature:

One thing can be agreed upon: the borough is the intermediate unit of local
government between the City and the State—

The Commission presently takes the position that a borough was designed to be a

form ofregional government___

Following this concept to the next logical phase, it supports the Commissions
present thinking that organized boroughs, particularly in Alaska, were to be large
in size - otherwise they would be duplicating the service area'sjurisdiction. No
opinion is expressed at this time as to just how large he borough should be,

for there are other considerations to be weighed: for example, the population
density would be an important factor but, it is felt, in view of existing conditions
in Alaska, the general rule should be large boroughs, and the exception should be

small boroughs.

(State of Alaska Local Boundary Commission, First Report to the Second Session ofthe First Alaska
State Legislature (February 2,1960), pp. 1-7 - 1-9.)

To assist the legislature in carrying out the constitutional requirement that all of Alaska be
divided into organized and unorganized boroughs, with each borough embracing an area and
population with common interests to the maximum degree possible, the 1960 LBC formally

recommended as follows to the First Alaska State Lc,dslature:

[Tjhat the Legislature give the Commission a mandate by Resolution, directing
the Commission to divide the whole of Alaska into boroughs, organized
or unorganized, and that such recommendation(s) be presented to the next

Legislature.

(Id. at 111-4.)

The Legislature rejected the LBC's recommendation. In 1961, a law was enacted establishing a
single unorganized borough encompassing all of Alaska not within organized boroughs (at the



l.ocal Boundary Commission Report to the First Session of the Twenty-Fifth Alaska Legislature Page 85
time there were none; so the single unorganized borough initially encompassed the entire state).

State laws providing standards and procedures for voluntary incorporation of organized boroughs
were also enacted in 1961. This created a structure in which borough boundary decisions would

be made on a piecemeal basis without an overall plan for the division of all of Alaska into

organized and unorganized boroughs.

Some members of the current Bristol Bay Borough and Surrounding Communities
Commission find it not surprising

then that despite expressing a clear VahiniiLij W Leveloek
predisposition toward large regional

boroughs, that the first LBC approved VpPctogli., .« wportage Creek

the creation of the 850-square mile aVTiTjr-ANaknek’ |
Bristol Bay Borough in 1962. Other H V/'SOUH naknew . Sing Slimon
members of the current Commission "

take the view that the legislative action Bristol Bay Borough

in 1961 was then and is now no excuse

for establishment of small, nonrcgional %a2.2...20n

boroughs.

Following approval of the Bristol Bay Borough proposal by the LBC in 1962, Alaska’s Secretary
of State expressed immediate and resounding criticism of the action. (See Memorandum from
Hugh J. Wade to Governor William A. Egan,July 9,1962.) Over the ensuing years, the creation
ofthe Bristol Bay Borough has been repeatedly characterized as an extremely poor public policy
decision by the LBC. For example, in 1991, former Constitutional Convention delegate Victor

Fischer wrote:

The first violation of the regional concept came with establishment of the very first
borough. In creating the Bristol Bay Borough, the Local Boundary Commission
took atiny part of areal region and gave it borough status under the constitution.
This gross error was not rectified when the Lake and Peninsula Borough was

created.

(Letter from Victor Fischer to the LBC, October 11,1991.)

In 1963, the Legislature made a significant reversal of the 1961 policy by passing the Mandatory
Borough Act. Tnat landmark legislation, which was signed into law by Governor Egan (former
President of the Alaska Constitutional Convention), mandated formation of boroughs in eight
specific regions of Alaska (the greater areas of Ketchikan, Sitka, Juneau, Kodiak Island, Kenai
Peninsula, Anchorage, Matanuska-Susitna valleys, and Fairbanks). Today, the eight boroughs
formed under the Mandatory Borough Act are inhabited by an estimated 558,059 Alaskans, just
over 84 percent of the state’s population. The average size of the 8 boroughs formed under the

Mandatory Borough Act isjust under 10,000 square miles.
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It is particularly noteworthy that John Rader, who sponsored the 1963 Mandatory Borough Act,
viewed the LBC, in a practical sense, as an institution that was possibly incapable of exercising

the political leadership necessary to achicv the vision ofthe framers of Alaskas Constitution
regarding establishment of boroughs. In u.at regard, Mr. Rader wrote as follows in his recount of

the legislative history ofthe 1963 Mandatory Borough Act:

So far as | am aware, [the Local Boundary
Commission] has no broad view nor does it seek broad
solutions. As agovernment tool, it is a small one. |
wouldjudge that its usefulness in the future would,
therefore, be limited to smaller and more localized
issues. The hear generated by annexation or by
incorporation, particularly when it is done by executive
fiat, is very intense.I*2

Perhaps the commission could afford to make enemies
one by one, bit by bit, but it could never maintain itself
in the face of a barrage of criticism which was statewide.
The legislature would destroy it.[13L By the very nature
of the political organization, the commission is not in

a position to defend itself. The problems of annexation
and incorporation of local government are political
decisions which should be made in a manner permitting public political debate.

John Rader, sponsor ofthe 1963
Mandatory BoroughAct,

(John L. Rader, “Legislative History,”in Ronald C. Cease and Jerome R. Saroff (eds.), The
Metropolitan Experiment in Alaska, A Study ofBorough Government, Frederick A. Praeger,

Publishers, New York, 1968, p. 90.)

After the 1963 Mandatory Borough Act, the State reverted to the 1961 laissez-faire policy of
borough formation. Under that policy, the second borough propp'd approved by the LBC was
that providing for the creation of the Urines Borough in 1968. Tire bouncw:"s approved hy
that LBC resulted in three enclaves within the borough, including Klukwan and Skagway."

L [Footnote 18 in original.] Executives and administrators may tind the Boundary Commission to be uscfu.’ as a
butler between themselves and the public.

1 |Footnote 19 in original.) This problem was foreseen by the Constitutional Convention which gave the

commission constitutional status (Art. X, sec. 12) to protect it. Despite this, the legislature could effectively
limit the commission, e.g., by statutory definitions and by withholding appropriate staffand othc necessary

support.

14 Those consisted of (1) tl.c military installation at Lutak Inlet known as the “base proper to the Petroleum
Distribution Office, Haines Terminal and Pumping Station"; (2) a 1.4-square mile enclave including Klukwan;
and (3) the 443.1 square mile area comprising the proposed Skagway Borough.
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Some members ofthe current LBC have

been critical of the boundaries set in Haines Borough
1968 for the Haines Borough. Other

Commissioners are reluctant to criticize

that prior action. The 1968 Commission

approved the locally preferred alternative

and, in doing so, resolved serious local

and State policy concerns over the

delivery of education sendees to the

greater Haines area. It is noteworthy

that voters in Haines had rejected three *

previous borough proposals. It is virtually
certain that if Klukwan and Skagway had been included in the borough proposal, the collective

electorate would have rejected that fourth borough proposal encompassing Haines.

In the cc itext of the laissez-faire policy of borough formation, it is noteworthy that only about

4 percent of Alaskans have voluntarily formed boroughs in 48 years of statehood. Moreover, in
the past 16 years, only one ho.'ough has been formed. That was the City and Borough of Yakutat,
a single-community borough presently inhabited by an estimated 619 people, including just 135

students.

In the 43 years since the 1963 Mandatory Borough Act, the legislature has debated numerous
proposals to mandate further borough formation, consolidate school districts, impose taxes on
unorganized borough residents, and create incentives for borough incorporation. However, few
such proposals have been enacted, and those that have been seem to have had little effect.

Since the 1980s, the LBC, especially the current Commission, has been a strong advocate of
reform. (See, in particular, Report ofthe Alaska Local Boundary Commission to the First Session ofthe
Twenty-Fourth Alaska State Legislature (January 19,2005) pp. 83 - 164.) However, as anticipated
by John Rader, the LBC may have become somewhat of a target because of the Commission’
advocacy for reform. Further, in the general absence of locally initiated proposals for regional
boroughs, the Commission also seems to bear the brunt of criticism and frustration over the

lack of borough formation. Such may be evident in the conclusions of the ad hoc ArHsorv
Commission on Local Government created by the Twenty-Fourth Alaska Legislature That
body, which was comprised of six legislators and three municipal officials, reported as follows in

2006:

The [Advisory Commission on Local Government] received testimony that rigid
adherence by the Local Boundary Commission (LBC) to regulations regarding borough
boundaries have been a detriment to new boroughformation. The [members of the
Advisory Commission on Local Government] therefore state their intent that the
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LBC apply flexible rules when reviewing local proposals. Priority should be given
to die standards listed in statute. Minor consideration will be given to the model
borough boundaries and other administrative boundaries.

(Advisory Commission on Local Government, Final Report (January 20,2006), p. 7. [Emphasis
added.])

The Twenty-Fourth Alaska State Legislature (2005-2006) considered various legislative
proposals to curtail the powers of the TBC. Those included, in particular, House Bill 133 and
Senate Bill 128. Excerpts from the Sponsor Statement regarding House Bill 133 follow:

Sponsor Substitute for House Bill 133 makes three changes in the way the
Local Boundary Commission deals with municipal incorporation, annexation,
detachment, merger, consolidation, reclassification, and dissolution.

This legislation protects the voters’right to incorporate, outline the boundaries,
awd select the levels of service. The Local Boundary Commission will no longer
be able to amend the petition or impose conditions on the incorporation.

Following amendment, CSSSHB i 3(JUD) AM passed the House by a vote of 35 in favor and
only 1 opposed (with 3 members excused and 1 absent). The Senate then approved the bill by a
vote of 19 to 0 (with 1 member absent). The Governor signed the bill into law and issued a press

release stating:

Governor Frank H. Murkowski has signed into law HB 133, which makes changes
in the way the Local Boundary Commission processes municipal incorporations,
annexations, detachments, mergers, consolidations, reclassifications, and

dissolutions.

The bill... also protects the voters’right to incorporate, outline the boundaries
of their municipality, and select the level of service they want. It also limits
the ability of the LBC to impose conditions on an incorporation without an

appropriate public process.

“This bill cleans up the process local citizens use to define their own community,”
Murkowski said. “It is essentially about maintaining local control and putting
appropriate sidebr ’rds on the Local Boundary Commission to make sure their
processes do not usurp or conflict with the direction the communities want to go.

(Frank H. Murkowski, Governor, Press Release (May 27,2006).)
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As noted above, SB 128 is another example of legislative action to curtail the powers of the LBC.
Excerpts from the Sponsor Statement regarding Senate Bill 128, including specific reference to
the provisions in Article I, Section 2 of Alaska's Constitution, follow:

[Petitions for borough incorporation] should originate with maximum local
involvement. ...

“The Alaska Constitution states, All government is to originate with the

people and is founded upon their will only.” I interpret that to include borough
governments. The role ofthe Local Boundaiy Commission is to review proposed
changes, not to create boroughs. I1fwe are to have a government by the people,
those proposed changes should emanate from the local level up, not from the top
ofthe government pyramid down.”

With amendments, SB 128 A M passed the Senate by a vote of 15 votes in favor and only 4
against (with 1 member excused). The House then passed SB 128 AM by a vote of 36 to 0 (with
4 members excused). That bill was also signed into law by the Governor.

The most recent and extreme example of the sentiments characterized above is reflected in a
resolution adopted by the members of the Alaska Municipal League in November 2006. That
resolution urges further legislative action and states as follows:

WHEREAS, the Local Boundary Commission has assigned a disproportionate
weight toward their administrative crii ~ Hfor evaluating petitions for borough
incorporation, known as the Model Borough Boundary requirement; and

55 Itis noted that the Commission’s “administrative criteria" arc the standards set out in the Commission's
regulations, adopted under AS 44.62. The adoption ofsuch standards is mandated by AS 44.33.812(a), and the
Alaska Supreme Court has overturned a Commission boundary decision when such standards were lacking.

The Alaska Supreme Court in United States Smelt., R. & M. Co. v. Local Round. Com'n, 482. P.2d 140, 142
(Alaska 1975), outlined the overarching need for the Commission to adopt regulatory standards when reviewing
boundary changes. The Court observed that the requirement for the Commission to adopt such standards was
mandatory not discretionary. The court stated in pertinent part:

Since under AS 44.19.260(a)[ ] the legislature required the commission to develop standards in order to
recommend boundary changes, and the commission had not developed standards prior to the Nome ...

proceedings, we hold that the commission lacked the power to recommend the Nome boundary changes
in question. To do otherwise would be to condone the commission's nonobservancc of a valid legislative

prerequisite to the exercise of the commission’ discretion in matters of local boundary changes.

In addition to the mandatory requirements under AS 44.33.812 for the adoption of boundary change standards,
including borough incorporation, AS 29.05.100(a) provides in pertinent part:

If the commission determines that the incorporation ... meets applicable standards under the state
constitution and commission regulations, meets the standards for incorporation under AS .,. 29.05.031, and is
in the best interests of the state, it may accept the petition. Otherwise it shall reject the petition. [Emphasis

added.]
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WHEREAS, the Local Boundary Commission has been unsuccessful using the
Model Borough Boundary criteria to promote new borough incorporations and
even inhibits such incorporations through the use of this criteria; and

WHEREAS, the Local Boundary Commissions inflexible approach when
considering petitions for borough incorporations that do not conform to the
Model Borough Boundaries, unduly limits the ability of political subdivisions of
the State to propose other viable borough boundaries;

(Alaska Municipal League, Resolution 2007-06 (November 17,2006).)

The Alaska Municipal Leagues legislative proposal urges amendment of existing laws to impose,
among other limitations, provisions that would prohibit the LBC from even considering a
borough incorporation proposal that included more than one home-rule or first-class city unless
the city councils of the cities involved adopted a resolution to permit such.

The LBC envisions that enactment of such a proposal would lead to the Balkanization of Alaska

in terms of borough gfovern_ments. Presently,
there are 18 home-rule or first-class cities in Communities in the Unorganized Borough thatpotentiall

. .. ualifyJatborough status under AM1. Résolution 2007-06.
the unorganized borough. Additionally, there aually /

are 31 second-class cities in the unorganized

borough that meet the minimum population

threshold for reclassification as a first-class

city. Some of those 31 second-class cities are

among the most populous communities in o7 B
the unorganized borough and have expressed
interest in forming a single-community
borough. Bethel (population 5,960) isjust one

example. It can be reasonably assumed that
a number of the second-class cities would seek reclassification if such would foster their goal

of forming a single-community borough. Moreover, there are 12 unincorporated communities
in the unorganized borough that meet the minimum population threshold to incorporate as a
home-rule or first-class city. Thus, there are a total of 61 existing or prospective home-rule or

first-class cities in the unorganized borough.

If home-rule or first-class city status becomes a basis for determining the boundaries of new
boroughs, it stands to reason that it may also become a basis for subdivision of existing boroughs.
Take the Kenai Peninsula Borough (KPB), for example. In the past, the LBC has rejected
proposals for a “Homer-Ninilchik borough”and a “Nikiski borough." The LBC also rejected

a proposal to detach Tyonek from the KBP. In 2005, interest was expressed in forming a new
borough encompassing just Seward, Moose Pass, Cooper Landing, and Hope. In that Seward

is the only home-rule or first-class city among those four communities, such a borough would
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conform to the provisions proposed by AML. However, the KPB encompasses five home-

rule and first-class cities. It also includes one second-class city with a population in excess

of the minimum population required to reclassify as a first-class city. Moreover, there arc 15
communities (including Nikiski, which previously proposed borough incorporation) in the KPB

that have populations in excess of the minimum required to incorporate a home-rule or first-class

city. In all, there are 21 communities in the KPB and 77 communities in all 16 existing boroughs

that meet the minimum population threshold for being a home-rule or first-class city.

Subsection C. Recommendations

The circumstances above reflect a climate that often disfavors formation of regional boroughs.
Meaningful reform of the current structure will require legislative attention. The LBC continues
to offer its assistance and support for legislative efforts to reform the existing policy regarding

borough formation.

Section Il. Substantial Disincentives and a Lack ofAdequate
Inducements Hinder Incorporation ofOrganized Boroughs and
Annexation to Existing Boroughs

Subsection A. Statement of Issue

As it has done since the 1980s, the Local Boundary Commission continues to urge the legislature
to examine and address the substantial disincentives and lack of inducements for borough
incorporation and annexation. The legislature and the Commission have complementary

duties relating to this issue. Specifically, the legislature has the constitutional duty to prescribe
procedures and standards for borough formation (Art. X, Sec. 3). The Commissioi has the
statutory duty to make studies of local government boundary problems (AS 44.33.812(a)(1)).

In 1961, State policy makers opted to make borough formation voluntary. Policy makers
recognized from the very beginning that there were inadequate incentives to encourage people
to form boroughs. Unfortunately, the inducements to organize that were lacking failed to evolve
over time. In fact, disincentives to borough formation and annexation have greatly increased
over time. The organized borough concept had then and still has little appeal to most rural
communities who surmised that they were better off maintaining the status quo with the State
paying for essential services, especially education. Under Alaska law, boroughs that organize
are mandated to carry out the State's constitutional duty for public education within their
boundaries. They are also required to pay a significant portion of the State s cost of education,
while regional educational attendance areas (REAAS) arc not. There proved to be other
inequities as well. Thus, contrary to the stated intent of the 1963 Mandatory Borough Act,
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organized boroughs have long been deprived of significant State services, revenues, or assistance
and heavily penalized because of incorporation.

A summary of the disincentives for borough incorporation and annexation that exist in the
current law follows:

m Areas of the unorganized borough outside of home-rule and first-class cities have
no obligation to financially support their schools. Borough formation results in the
imposition in those areas of the requirement for local contributions in support of
schools (4 mill equivalent or 45 percent of basic need, whichever is less).

m Borough formation would bring about consolidation of school districts in the
unorganized borough, an effect that is commonly perceived as a loss of local control
regarding schools. Under present circumstance, the delivery of education services
in the unorganized borough is carried out in a fractured manner. Although the
unorganized borough accounts for about 12 percent of the state’ population, 70
percent of Alaska’ school districts exist in the unorganized horough.

m In some cases, borough formation carries the prospect of education funding
reductions in the form of eliminated supplementary funding floors under
AS 14.17.490, reduced area cost differentials, and other factors.

m Borough formation or annexation would mean the loss of eligibility on the part of
REAAs and cities in the unorganized borough for National Forest Receipts.

m The extension of borough government would result in the loss of eligibility on the
part of cities for federal payments in lieu of taxes (PL 94-565, as amended by PL 104-

333).

« The extension of borough government requires arcawide planning, platting, and
land use regulation. Such is commonly perceived by cities currently exercising those
powers as a loss of local control (although boroughs may delegate the powers to cities
within the borough).

Circumstances such as the above have contributed to a growing interest in forming single-
community borough governments. In addition to the disincentives and the lack of inducements
to form boroughs, it appears that local officials are concerned about being compelled into arger,
legislatively-mandated boroughs. Local officials from Wrangell, Nome, Petersburg, I loonah,

The 109th Congress tailed to reauthorize the Secure Rural Schools and Community Self-Determination

Act. Without such reauthorization, National Forest Receipts funding in FY 08 will revert back to the original
distribution formula which will likely result in payments to municipalities and school districts in southeast
Alaska decreasing by roughly 85 percent. An effort was made to include the reauthorization legislation in the
Continuing Resolution or tax extender package. There is a possibility that the program will be reauthorized in
February with the Omnibus Spending Bill, which would provide money for the FY 08 distribution. However,
the program has a substantial cost and is viewed by a number of representatives and senators as an “earmark”- a
large expenditure that benefits some areas much more than others.
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Unalaska, Valdez, and other community' k-'vs recently expressed interest in forming single-
community or relatively small boroughs. Several other communities in the unorganized borough

have also expressed interest in single-community borough government in years past. Those

include Nenana, Tanana, Cordova, and Pelican. The Commission is concerned that if this trend
continues, it will lead to a proliferation of single-community boroughs created in a piecemeal

fashion across Alaska. The prospect of single-community boroughs also raises serious questions
whether such would undermine the ability of surrounding communities to ever shoulder the
responsibility ofborough government in an effective and efficient manner.

Subsection B. Background

The authors of the local government article of Alaska’s Constitution envisioned that organised
boroughs would be established wherever citizens were ready for and capable ot assuming the
responsibilities of local government.I7 The Framers of our Constitution recognized that the
legislature would have widely divergent alternatives available to carry out its duty to prescribe
methods for bo*-rugh formation. Delegates preferred a voluntary, rather than compulsory,
approach to boiough incorporation. However, they recognized that, to be successful, a voluntary
approach needed adequate inducements to establish boroughs.B They anticipated that the
Alaska Legislature would provide such incentives. Unfortunately, that vision of the Framers

of Alaska’ Constitution - undoubtedly one of the most critical aspects of implementing the
Local Government Article of Alaska’s Constitution - still awaits fulfillment. While the Framers
preferred voluntary incorporation, they recognized that if regions had the capacity to operate
boroughs and refused to incorporate, the State could compel borough formation.

Statistics offer compelling evidence that inducements of voluntary borough incorporation have
been generally inadequate over the course of 48 years of statehood.

m Fewer than 4 of every 100 Alaskans (3.6 percent) live in boroughs that were formed
voluntarily.|g

m |n contrast to the above figure, 84 of ever)' 100 Alaskans (84.1 percent) live in
boroughs that were formed under the 1963 Mandatory Borough Act, which

compelled eight particular regions to form boroughs.
m Ofthe sixteen Alaska boroughs, only eight formed voluntarily.

17 Borough Government inAla'ka. Thomas A. Morehouse and Victor Fischer, p. 39 (1971).
Ibid., p. 61; also, Alaska's Constitutional Convention, Victor Fischer, p. 120 (1975).

Boroughs that have formed voluntarily typically enjoy abundant natural resources or other attributes tint make
borough government particularly attractive for those regions. Many of the eight boroughs formed under tt.e
1963 Mandatory Borough Act lack comparable resources. The eight boroughs tnat formed voluntarily are

the Bristol Bay Borough, Haines Borough, North Slope Borough, Northwest Arctic Borough, Aleutians Fast
Borough, Lake and Peninsula Borough, Denali Borough, and Yakutat Borough.
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Promotion of horough formation is sound public policy. Boroughs:

m promote maximum local self-government with a minimum of local government units;

m provide a formal structure for service delivery;
m offer stable administrative infrastructure to provide services;

m foster local responsibility and decision making;

m promote accountability;
m provide a means to promote private ownership of land;

m have capacity to provide greater financial aid to schools;

*consolidate school districts;
m have capacity for regional control of alcohol and illegal substances;

m promote economic development;
m provide a proper role for State government; and

m promote equity and fairness.

Subsection C. Recommendations

For more than four decades, experts and public policv makers have recognized that Alaska has
failed to implement an effective policy regarding borough formation.

The Commission urges the Legislature to consider ways in which inducements for borough
incorporation and annexation may be increased and disincentives for such may be decreased.

Those include the following.

1 Tax the unorganized borough (e.g. property, sales, employment, or head taxes).

Provide financial aid to boroughs.

N

3. Increase organization grants for new boroughs and extend grants to boroughs that expand
their boundaries.

4. Extend municipal land grants for annexations and consider increases in entitlements,

5. Restrict National Forest Receipts and Shared Fisheries Fees and Taxes to boroughs and
cities within boroughs.
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Section Ill. LackofStandards and M ethods for Establishmentof
Unorganized Boroughs

Subsection A. Statement ofthe Issue

Article X, Section 3 of Alaska’ Constitution requires the Alaska legislature to enact laws
providing for (1) standards for establishment of both organized and unorganized boroughs and (2)
methods for establishment of both organized and unorganized boroughs. In 1961, the Legislature
enacted standards for establishment of organized horoughs. Laws providing the manner for
establishment of organized boroughs have also been enacted. However, laws providing standards
and the manner for establishment of unorganized boroughs have never been enacted.

The absence of standards for establishment of unorganized boroughs and the lack of compliance
with the common-intcrest principle on the part of the single unorganized borough established in
1961 act as a significant impediment to achievement of the constitutional goal of maximum local
self-government with a minimum of local government units set out in Art. X, sec. 1 of Alaska’

Constitution.

This issue is reflected in the following excerpt from comments made in 1981 by Dr. John Bebout,
a consultant to the Local Government Committee at the Alaska Constitutional Convention,
Assistant Director of the National Municipal League, and Professor at the New York University

School of Administration:

The development of consensus for organized borough government seems likely
in most regions to be a gradual process if it occurs at all. The first step toward it
Is to break up the single unorganized borough by a single act which established
boundaries that make sense in terms of the socio-economic standards set by the
constitution and reflect the needs of all regions of the state. To continue to create
new boroughs, whether unorganized or organized, piecemeal would be likely to
leave shapeless areas that could never be assembled in viable borough units unless
radical changes were made in the boundaries of already established boroughs,

always a politically chancy business.

(Problems and Possibilitiesfor Service Delivery and Government in the Alaska Unorganized Borough,
pp. 86 - 88.)
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Subsection B. Background

In summary, Alaska’s Constitution imposes the following seven duties upon the legislature:
1. Enact standards for establishment of organized boroughs;
2. Enact standards for establishment of unorganized boroughs;
3. Enact laws providing the manner for establishment of organized boroughs;

4. Enact laws providing the manner for establishment of unorganized boroughs;

5. Classify boroughs;
6. Prescribe the powers and functions of boroughs; and

7. Enact methods by which boroughs may be “organized, incorporated, merged, consolidated,
reclassified, or dissolved."

Five of the seven duties outlined in Article X, Section 3 have been fulfilled. The exceptions arc
the duty to enact standards for establishment of unorganized boroughs and the duty to enact laws
providing for the manner in which unorganized boroughs will be established.

A single, residual unorganized borough does not conform to constitutional requirements. The
1961 Alaska Legislature, without the benefit of standards, established a single unorganized
borough encompassing all of Alaska not within an organized borough. Given the vast and
diverse nature of Alaska, this action was inconsistent with the mandate of Article X, Section 3
that each borough, organized and unorganized, “embrace an area and population with common
interests to the maximum degree possible.” Prior legislative proposals, at least six in the last
decade, have recognized that the unorganized borough does not conform to the common interest

clause of the Alaska Constitution.

Standards for unorganized boroughs should include consideration of the fiscal and administrative
capacity of the area. In the LBC% view, the capacity of an area to assume local responsibility is
determined by two fundamental factors. One is the specific duties imposed on horoughs by the
State. Obviously, the greater the duties imposed on boroughs (e.g. education, transportation,
public safety, health and social services, etc.), the greater the difficulty regions will have in
meeting the capacity threshold. The second factor is the human and financial resources available

to the horough.
The failure to follow the constitutional principles concerning unorganized boroughs hinders

coordinated delivery of state services. In remarks to the LBC, former Senators Arliss
Sturgulewski and Victor Fischer stressed the importance of establishing multiple unorganized
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boroughs. Both stressed that the issue was the fundamental concern in a 1979 Local

Government Study initiated by the Chairs of the Senate and House Community and Regional
Affairs Committees in response to recognized problems related to local government in Alaska.
The study recommended the establishment of multiple regional unorganized boroughs. The
purpose of doing so was twofold: (1) to promote efficient and effective delivery of all state
services, and (2) to provide common areas for collection of information, data, and other materials
important to the region and to agencies responsible for provision o f:achnical and financial

assistance.

Subsection C. Recommendation

The LBC recommends that the Alaska Legislature enact laws providing standards for

establishment of unorganized boroughs and the manner in which unorganized boroughs are
created identical to those for organized boroughs found in AS 29.05.031, except with respect to

fiscal and administrative capacity.

AS 29.05.031 states:

(@)  An area that meets the following standards may incorporate as a

home rule, first class, or second class borough, or ?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’
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.

llie LBC is prepared to lend its expertise and assistance to the Legislature in the development ot

appropriate standards and procedures for establishment of unorganized boroughs.

Page 97
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Section IV. Funding for Borough Feasibility Studies

Subsection A. Statementofthe Issue

Although the 2006 Legislature appropriated funds for borough feasibility studies in three specific
areas, there is no continuing source of funding for such studies.

Subsection B. Background

AS 44.33.840 - 44.33.846 authorizes the undertaling of borough feasibility studies. However,
funding for studies under that program has never been appropriated. The 2006 Legislature did,
however, appropriate $237,500 for borough studies in three specific regions in Alaska (Glacier
Bay/Chatham, Middle Kuskokwim, and Eagle River/Chugiak). Additionally, the Department
of Commerce, Community, and Economic Development provided a grant ($30,00u) f r another
borough study (Yukon Flats). Details of those studies are presented in Chapter 2. As further
outlined in Chapter 2, a number of regions have interest in considering borough incorporation.
If the Legislature institutes adequate inducements for borough incorporation on the order
recommended by the LBC earlier in this Chapter, interest in borough incorporation will likely

increase significantly.

Subsection C. Recommendation

The LBC recommends the Legislature appropriate funding for local borough study efforts in
the near term; and if inducements for borough incorporation are implemented, to significantly

increase funding.
Section V.Compensation forthe LBC

Subsection A. Statement ofthe Issue

Members of the LBC receive no compensation for their service. Demands on members of the
LBC have always been considerable. However, those demands have reached a point where
current Commission members feel that some token compensation is warranted.
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Subsection B. Background

The demands placed on the Commission have grown beyond what can be reasonably expected of
unpaid members. In one proceeding before the current LBC, members of the Commission were
faced with a formal record comprising approximately 3,000 pages. Members had to devote many
hours to review that record. Each Commission member also devoted 5 or 6 days (including
travel) to conducting a public hearing in the community. Substantial additional time was devoted
to other proceedings in that case. One Commission member reported that he has devoted
upwards of 350 hours (equivalent to nearly nine 40-hour weeks) to that one case alone. This was
in addition to many other LBC matters in which members ofthe LBC had to participate.

The Commission formulates fundamental policies that have important statewide political,
economic, and social implications. Such responsibilities demand that the Commission exercise
prudence and diligence in carrying out its duties. The Commission is expected to exhibic
expertise in all matters involving municipal boundary proposals.

It appears that nearly 20 State boards and commissions (excluding full-time boards and
commissions) currently receive some form of compensation. The expectations and demands on
the LBC seem to be at least equal to these nearly 20 boards and commissions that are presently

compensated.

Subsection C. Recommendation

That the Alaska legislature provide compensation, at par with that provided to other unpaid
boards and commissions, for service by members of the LBC.
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Message from the C hairm an

February 2007

Dear Members ofthe Alaska Legislature:

As Chair ofthe Local Boundary Commission (LBC) and on behalfofthe other LBC members,
| am pleased to present this report ofthe LBC to the First Session ofthe Twenty-Fifth Alaska

State Legislature.
Chapter 1 provides background information on the LBC.
Chapter 2 describes activities ofthe LBC and its staffduring 2006.

Chapter 3 discusses public policy issues o f particular interest to the LBC including:

m Increasing difficulties in rendering borough boundary determinations following the

1963 Mandatory Borough Act.
Substantial disincentives and alack ofadequate inducements hinder incorporation of

organized boroughs and annexation to existing borough".

Lack o f standards and methods for establishment of unorganized boroughs.
Funding for borough feasibility studies.

Compensation for members ofthe LBC.

Many of the issues raised here have been discussed by the Alaska Legislature in the past and even
now arc being considered during the current legislative session. The LBC looks forward to the
opportunity to review and comment on legislation proposed that will influence local government
in Alaska. Please contact us or members ofour staffif we can be of assistance to you.

VervEriily yours,

Darroll Hargnutfes
Chair
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Chapter1- Background |
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Local Boundary Commission

Constitutional Foundation ofthe Commission

T he framers o f Alaska’s Constitution adopted the principle that, “unless a grave need
existed, no agency, department, commission, or other body should be specified in the
constitution.”1The framers recognized that a“grave need” existed when it came to the

establishment and alteration of municipal governments by providing tor the creation ofthe Local

Boundary Commission (LBC or Commission) in Article X, Section 12 of the Constitution.2

The LBC is one of only five State boards or commissions established in the Constitution, among

acurrent total ofapproxin itely 120 active boards and commissions.1
The Alaska Supreme Court characterized the framers’ purpose :n creating the LBC as follows:

An examination of the relevant minutes of [the Local Government Committee of
the Constitutional Convention] shows clearly the concept that was in mind when
the local boundaiy commission section was being considered: that local political
decisions do not usually create proper boundaries and that boundaries should

be established at the state level, dhc advantage of the method proposed, in the
words of the committee: “ ... lies in placing the process at a level where area-wide
or state-wide needs can be taken into account. By placing authority in this third

part)-, arguments for and against boundary change can be analyzed objectively.”

(Fairview Public Utility District No. 1v. City ofAnchorage, 368 P.2d >40,543 (Alaska 1962).)

1 Victor Fischer, Alaska's Constitutional Convention, p. 124.

Article X, Section 12 states, “A local boundary commission or board shall be established by law in the executive
branch of state got- -rnmcnt. Tlie commission or hoard may consider am proposed local government boundary
change. It may present proposed changes to the Legislature during the rirst ten days of any regular session. llie
change shall become effective forty-five days after presentation or at the end of the session, whichever is earlier,
unless disapproved by a resolution concurred in bv a majority of the members of each house. Ihe commission or
board, subject to law, may establish procedures whereby boundaries may he adjusted by local action."

1 lhe other four are rhe Commission on Judicial Conduct, the Judicial C uneil, the University of Alaska Board of
Regents, and the (legislative) Redistricting Board.
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Nature ofthe Commission

Boards and commissions frequently are classified as quasi-legislative, quasi-executive, or quasi-
judicial, based on their functions within the separation-of- powers scheme of the Constitution.

The LBC has attributes of all three.

Article X, Section 12 of the Constitution of the State of Alaska provides that the LBC, “shall be

established by law in the executive branch of
the state government.” (Emphasis added.)
Members of the LBC are appointed by and
serve at the pleasure of the Governor. The
duty ofthe LBC under AS 44.23.812(a)(1)
to “make studies of local government
boundary problems”is one example of the
quasi-executive nature of the LBC.

In 1974,1976, and again in 1993, the

Alaska Supreme Court stated that the

ConStltUtlon_Oft,he State O_fAlaSka Local BonnJury Commissionduring a recent meeting.
delegates legislative authority to the

LBC to make fijndamental public policy y
decisions, thus conferring quasi-legislative status upon the LBC. Specifically, the Court stated!

[T]hc Local Boundary Commission has been given a broad power to decide in
the unique circumstances presented by each petition whether borough government
Is appropriate. Necessarily, this is an exercise o fdelegated legislative authority to reach
basicpolicy decisions. Accordingly, acceptance of the incorporation petition should
be affirmed ifwe perceive in the record a reasonable basis of support tor the
Commission’ reading of the standards and its evaluation of the evidence.

(Mobil Oil Corp. v. Local Boundary Cont'n, 518 P.2d 92, 98-99 (Alaska 1974) (Emphasis added).
See also Moore v. State, 553 P.2d 8, n. 20 at 36 (Alaska 1976 land Valleys Borough Support
Committee v. Local Boundary Cornn, 863 P.2d 232, 234 (Alaska 1993).)

In addition to exercising quasi-legislative powers in making boundary determinations, the

LBC carries out a quasi-legislative duty under AS 44.33.812(a)(2), when it adopts “regulations
providing standards and procedures for municipal incorporation, annexation, detachment, merger,
consolidation, reclassification, and dissolution."
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Although it is part of the executive branch and exercises delegared legislative authority, the LBC

also has a quasi-judicial nature. In particular, the LBC has a mandate to apply pre-established
standards to facts, to hold hearings, and to follow due process in conducting hearings and ruling

on petitions.

The quasi-judicial natrre of the LBC requires that there be a reasonable basis of support for

the LBC%sreading of the star, lards and its evaluation of the evidence, even though the quasi-
legislat.'ve nature of the LBC provides it with considerable discretion in the application of those
standards and the weighing of evidence. See U.S. Smelting, Refining & Min. Co. v. Local Boundary
Com'n, 489 P.2d 140 (Alaska 1971), discussing application of due process requirements in
Commission proceedings.

Dutie: and Functions ofthe LBC

The LBC acts on proposals ror seven different municipal boundary changes.

These are;

incorporation of municipalities;4
reclassification of city governments;
annexation to municipalities;
dissolution of municipalities;
detachment from municipalities;
merger of municipalities; and
consolidation of municipalities.

In addition to the above, the LBC has a continuing obligation under statutory law to:

m make studies of local government boundary problems;

m adopt regulations providing standards and procedures & r municipal incorporation,
annexation, detachment, merger, consolidation, reclassification, and dissolution; and

m make recommendations to the Legislature concerning b*uindarv changes under
Article X, Section 12 of Alaska’s Constitution.

Further, the LBC s routinely assigned duties bv the Legislature. For example, in February
2003, the LBC produced the 216-page report entitled Unorganized Areas ofAlaska that Meet
Borough Incorporation Standards. That report was prepared in response to the directive in
Section 3 Chapter 53 SLA 2002. In February 2004, the LBC and IX partment of Education
and Early Development published a 330-page joint report entitled School Consolidation: Public
Policy Considerations and a Review of Opportunitiesfor Consolidacion. That report was prepared in
response to the duty as igned in Section 1 Chapter 83 SLA 2< 3. The 2004 Legislature called

4 The term “municipalities” includes both city governments and borough . >v rnments.
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for “a Local Boundary Commission project to consider options for forming a separate local
government, independent of the Municipality of Anchorage, for the community of Eagle River”

(Section 48 Chapter 159 SLA 2004).

LBC Decisions MustHave a Reasonable Basisand M ust Be Arrived at Properly

LBC decisions regarding petitions that come before it must have a reasonable basis. That is, both
the LBCs interpretation of the applicable legal standards and its e\aluation of the evidence in
the proceeding must have a rational foundation.5 The LBC must proceed within itsjurisdiction;
conduct a fair hearing; and avoid any prejudicial abuse of discretion. Abuse of discretion occurs if
the LBC has not proceeded in the manner required by law or if its decision is not supported by

the evidence.

Limitationson DirectCommunications with the LBC

When the LBC acts on a petition for a municipal boundary change, it does so in a quasi-judicial
capacity. LBC proceedings regarding a municipal boundary change must be conducted in a
manner that upholds the right of everyone to due process and equal protection. Ensuring that
communications with the LBC concerning municipal boundary proposals are conducted openly
and publicly preserves rights to due process and equal protection. To regulate communications,
the LBC adopted 3 AAC 110.500(b) which expressly prohibits pri,.ite {exparte) contact between
the LBC and any individual, other than its staff, except during a public meeting called to address
a municipal boundary proposal. The limitation takes effect upon the filing of a petition and
remains in place through the last date available for the Commission to reconsider a decision.

If a decision of the LBC is appealed to the court, the limitation on exparte contact is extended
throughout the appeal in the event the court requires additional consideration by the LBC.

See Keanev. l.oeat Boundary Commission, 893 P.2d 1239,1241 (Alaska 1995). When an administrative decision
involves expertise regarding either complex subject matter or fundamental policy formulation, the court defers
to the decision if it has a reasonable basis; Lake and Peninsula Borough v. Local Boundary Commission, 885 P.2d
1059,1062 (Alaska 1994); Mobil OH Corp. v. Local Boundary Commission, 518 P.2d 92,97-8 (Alaska 1974).
Where an agency action involves formulation ofa fundamental policy, the appropriate standard on review is
whether the agency action has a reasonable basis; LBC exercises delegated legislative authorin' to reach basic
policy decisions; acceptance of the incorporation petition should be affirmed if the court perceives in the
record a reasonable basis of support for the LBCs reading ot the standards and its evaluation of the evidence;
Rose v. Commercial Fisheries Entry Commit, 647 P.2d 154,161 (Alaska 1982) (review of agencys exercise of its
discretionarv authorin' is made under the reasonable basis standard) cited in Slosh's I/M t . Fairbanks North Star
Borough, 12 P.3d 1180, 1183 nn. 7 and 8 (Alaska 2000); see also Matanuska-Susitna Borough v. Hammond, 726

P.2d 166,175-76 (Alaska 1986).
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In that regard, all communications with the Commission must be submitted through staffto the
Commission. The LBC staff may be contacted at:

Local Boundary Commission Stall
550 West Seventh Avenue, Suite 1770
Anchorage, Alaska 99501-3510
Telephone: (907) 269-4559
Fax: (907) 269-4539
Alternate fax: (907) 269-4563
E-mail: LBC@commerce.state.ak.us

LBC Membership

The LBC is an autonomous commission. The Governor appoints members ofthe LBC for
five-year overlapping terms. (AS 44.33.810) Notwithstanding the prescribed length of their
terms, however, members ofthe LBC serve at the pleasure of the Governor. (AS 39.05.060(d))

The LBC is comprised of five members. One member is appointed from each of Alaskas four
judicial districts. Ihe fifth member is appointed from the state at-large and serves as Chair of the

LBC.
State law provides that LBC members musi be appointed “on the basis of interest in public

affairs, good judgment, knowledge and ability in the field ofaction of the department for
which appointed, and with a view to providing diversity of interest and points of view in the

membership.” (AS 39.05.060)

Second Judicial
Dirti

AlaskaJudicial Districh


mailto:LBC@commerce.state.ak.us
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LB C members receive no pay for their service. However, they are entitled to reimbursement

o f travel expenses and per diem authorized for members o f boards and commissions under

AS 39.20.180.

The following is a biographical summary ofthe current members ofthe LBC.

Darroll Hargraves, Chair, At-Large Appointment.

Governor Murkowski appointed Darroll Hargraves ofWasilla Chair
ofthe LBC in March 2003. Commissioner Hargraves holds a Masters
degree and an Education Specialist degree from the University of
Alaska Fairbanks. Additionally, Oakland Citt University' awarded

him the Doctor of Humane Letters. Commissioner Hargraves has
been school superintendent in Nome, Ketchikan, and Tok. He was the
Executive Director of the Alaska Council of School Administrators
from 1998 to 2002. He is currently a management/communications
consultant working with school districts and nonprofit organizations.

Commissioner Hargraves previously served as Chair ofthe LBC from 1992-1997 under

Governors Hickel and Knowles. His current term on the LBC endsJanuary 31,2008.

Georgianna Zimmecrle, FirstJudicial District.

Commissioner Zimmcrle is a life-long resident o f Ketchikan. She
earned an Associate of Arts degree from the University' o f Alaska in
May 1985. Commissioner Zimmcrle was appointed to the LBC on
March 25,2003, and was reappointed to her second term in January
2006. An Alaska Native, Commissioner Zimmcrle isaTlingit of the
Raven moiety and her Indian name iISJEEX-GA-TEET'. She is also
llaida from her paternal family. Commissioner Zimmcrle worked

for the Ketchikan Gateway Borough for 27 years, serving five years

as the Borough Manager and 22 years in the Borough Clerks Office.
Commissioner Zimmcrle served as the General Manager of Ketchikan

Indian Community for 2V5years. She is currently retired ar.d working part-time for Tongass

Federal Credit Union. Her current term on the LBC ends January 31,2011.
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Robert Harcharek, SecondJudicial District.

Commissioner Harcharek was appointed to the LBC on July 18,2002
by then-Governor Knowles. Governor Murkowski reappointed him
to the LBC on March 24,2004. Commissioner Harcharek has lived
and worked on the North Slope for more than 25 years. He has been
a member ofthe Barrow City' Council since 1993. He is currently
the Community and Capital Improvement Projects (CIP) Planner
for the recently created North Slope Borough Department of Public
Works. Commissioner Harcharek earned a ph.D. in International
and Development Education from the University of Pittsburgh in
1977. He has served as North Slope Borough Senior Plannei and Social Science Researcher,
CIP and Economic Development Planner, Community Affairs Coordinator for the North Slope
Borough Department of Public Safety, Director ofthe North Slope Higher Education Center,
Sociocultural Scientist for the North Slope Borough Department of Wildlife Management,
Director ofTechnical Assistance for Upkeagvik Inupiat Corporation, and Dean of the Inupiat
University of the Arctic. Commissioner Harcharek served for three years as a Peace Corps
volunteer in Thailand and was also a Fulbright-Hays Professor o f Multicultural Development in
Thailand. | le has served on numerous boards o f directors, including the Alaska Association of
School Boards, the Alaska School Activities Association, the National American Indian/Alaska
Native Caucus of School Board Members of the National School Boards Association, and the
Arctic Development Council, a State of Alaska DCCED Regional Development Organization.

[ its current term on the LBC ends January 31,2009.

Bob Hicks, Vice-Chair, Third Judicial District.

Commissioner 1llicks, aresident of Seward, was appointed to the

LBC from the Third Judicial District in March 2003. His fellow
commissioners elected him as Vice-Chair ofthe LBC. Commissioner
Hicks is a graduate of Harvard Law School. From 1972 - 1975,

he served as Executive Director ofthe Alaska Judicial Council. He
practiced law in Alaska from 1975 - 2001. One ofthe fields in

which he specialized as an attorney w as the Held o flocal government,
including LBC matters. Since 2001. Commissioner Hicks has worked
at the Alaska Sealife Center in Seward, where he serves as the Dive

Officer and Vessel Safety Officer. His currentt rm on the LBC endsJanuary 31,2007.



Local Boundary Commission Report to the First Session of the Twenty-Fifth Alaska Legislature

Dr. Anthony Nakazawa, Fourth Judicial District.

Anthony “Tony” Nakazawa serves from the Fourth Judicial District
and is a resident of Fairbanks. He was appointed to the LBC on
February 14,2003. Commissioner Nakazawa is employed as the
State Director of the Alaska Cooperative Extension Service, USDA/
University of Alaska Fairbanks, which includes district offices in
fifteen communities throughout Alaska. He previously served as the
Director of the Division of Community and Rural Development for
the Alaska Department of Community and Regional Affairs under
Governor WalterJ. Hickel. Commissioner Nakazawa, an extension
economist and UAF professor, has been with the Cooperative Extension Service since 1981.
He worked for the Hawaii Cooperative Extension system in 1979-1980. From 1977-1979,
he served as the Economic Development Specialist for the Ketchikan Gateway Borough. His
past activities include board service with the Alaska Rural Development Council, RurAL CAP,
AlaskaJob Training Council, and Asian-Alaskan Cultural Center. Commissioner Nakazawa
received his B.A. in economics from the University of Hawaii Manoa in 1971 and his M.A. in
urban economics from the University of California Santa Barbara in 1974. He received his M.S.
(1976) and Ph.D. (1979) in agriculture and resource economics from the University of California
Berkeley. 1lis current term on the LBC ends January 31,2010.

Staffto the Com mission

Ihe Alaska Department of Commerce, Community, and Economic Development
(Commerce or DCCED), Division of Community Advocacy (DCA) provides
staff to the Commission.

Constitutional Origin ofthe Local Government Agency

As noted in the preceding discussion regarding the background of the LBC, the framers of Alas-
kas Constitution followed a princij le that no specific agency, department, board, or commission

would b named in the Constitution “unless a grave need existed.” In addition to the five boards
and commissions named in the Constitution previously noted, the framers provided for only one
State agency or department - the local government agency mandated by Article X, Section 14 to
advise and assist local governments/* It is worth noting that of the five boards, commissions, and
agencies mandated by Alaska’s Constitution, two deal with the judicial branch, one deals with

f Article X, Section 14 states,“An agency shall he established by law in the executive bianch of the state
government to advise and assist local governments. It shall review their activities, collect and publish local
government information, and perform other duties prescribed bv law."
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the legislative branch, one deals with the University of
Alaska, and the remaining two - the LBC and the lo-
cal government agency - deal with local governments.
The constitutional standing granted to the LBC and
the local goverr-"cnt agency reflects the framers’
strong conviction that successful implementation of
the local government principles laid out in the Con-
stitution was dependent, in large part, upon those two

entities.

The duty to serve as the constitutional local govern-
ment agency is presently delegated to the Department
of Commerce, Community, and Economic Develop-
ment.

The framers recognized that deviation from the constitutional framework for local gov» nment
would have significant detrimental impacts upon the constitutional policy of maximum local self-
government. Further, they recognized that the failure to properly implement the constitutional
principles would result in disorder and inefficiency in terms of 1 eal service delivery.

Commerce Serves as Staffto the LBC

Within DCCED «the Division of Community Advocacy carries out the duty to advise and assist
local governments. Commerce also serves as staff to the LBC pursuant to AS 44.47.050(a)(2).
The LBC Staff component is part of the Division of Community Ail icacy.

Commerce is required bv AS 29.05.080 and 3 AAC 110.530 to investigate each municipal
incorporation proposal and to make recommendations regarding such to the LBC. LBC
decisions must have a reasonable basis (i.e., a proper interpretation of the applicable legal
standards and a rational application of those standards to the evidence in the proceeding).
Accordingly, Commerce adopts the same standard tor itself in developing recommendations
regarding matters pending before the LBC. That is, the LBC Staffis committed to developing
its recommendations to the LBC, based on a proper interpretation of the applicable legal
standards and a rational application of those standards to the evidence in the proceeding. The
L.BC Staff takes the view that due process is best served by providing the LBC with a thorough,
credible, and objective analysis of every municipal boundary proposal.

Commerces Commissioner, Deputy Commissioners, and the Director of DCA provide policy
direction concerning recommendations to the LBC.
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The recommendations of the LBC Staffarc not binding on the LBC. As noted previously, the
LBC is an autonomous commission. While the Commission is not obligated to follow the
recommendations of the LBC staff, it has, nonetheless, historically considered Commerces
analyses and recommendations to he critical components of the evidence in municipal boundary
proceedings. O fcourse, the LBC considers the entire record when it renders a decision.

The LBC Staffalso delivers technical assistance to: municipalities, residents of areas subject to
impacts from existing or potential petitions for creation or alteration of municipal governments,

petitioners, respondents, agencies, and others.

Types of assistance provided by the LBC Staff include:

m conducting feasibility and policy analysis of proposals for incorporation or alteration
of municipalities;

m responding to legislative and other governmental inquiries relating to issues on
municipal government;

m conducting informational meetings;

* providing technical support during
Commission hearings and other meetings;

m drafting decisional statements of the LBC;

m implementing decisions of the LBC;

m certifying municipal boundary changes;

m maintaining incorporation and boundary
records for each of Alaska’s 162 municipal
governments;

m coordinating, scheduling, and overseeing
public meetings and hearings for the LBC,;

m developing orientation materials and
providing training for new LBC members;

r maintaining and preserving LBC records in
accordance with the public records laws of the State; and

m developing and updating forms and related materials for use in municipal
incorporation or alteration.

LBC. staffansveering audience questions during apublic
information meeting in DeltaJunction.

Procedures ofthe Commission

Procedures for establishing and altering municipal boundaries and for reclassifying cities arc
designed to secure the reasonable, timely, and inexpensive determination of every proposal to
come before the Commission. The procedures are also intended to ensure that decisions of
the Commission are based on analysis of the facts and the applicable legal standards, with due
consideration of the positions of interested parties. The procedures include extensive public
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notice and opportunity to comment, thorough study, public informational meetings, public
hearings, a decisional meeting of the Commission, and opportunity for reconsideration by the

Commission. A summary of the procedures follows.

Preparation and Filing ofthe Petition

Ilhe LBC Staff offers technical assistance, sample materials, and petition forms to prospective
petitioners. The technical assistance may include feasibility and policy analysis of prospective
proposals. LBC Staff routinely advises petitioners to submit petitions in draft form in order
that potential technical deficiencies relating to petition form and content may be identified

and corrected prior to circulation of the petition for voter signatures or fcrmal adoption by a

municipal government sponsor.

Once a formal petition is prepared, it is submitted to LBC Staff for technical review. If the
petition contains all the information required by law, the LBC Staff accepts the petition for filing.

Public Notice and Public Review

Once a petition is accepted for filing, extensive public notice is given. Interested parties are
typically given at least seven weeks to submit responsive briefs and comments supporting or
opposing a petition. The petitioner is typically provided at least two weeks to file one briefin

reply to responsive briefs.

Analysis

Following the public comment period, the LBC Staff analyzes the petition, responsive briefs,
written comments, reply brief, and other materials as part of its investigation. The petitioner
and the LBC Staff may conduct informational meetings. At the conclusion of its investigation,
the LBC Staffissues a preliminary report for public review and comment. The report includes a
formal recommendation to the LBC for action on the petition.

Ihe preliminary report is typically circulated for public review and comment tor @ minimum of
four weeks. After reviewing the comments on its report, the LBC Staff issues its final report.

The final report includes a discussion of comments received on the preliminary report and notes
anv changes to the LBC Staff's recommendations to the Commission. The final report must be

issued at least three weeks prior to the hearing on the proposal.
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Commission Review of M aterials and Public Hearings

Members of the LBC review the petition, responsive briefs, written comments, reply brief, and

the LBC Staffreports. If circumstances permit,
LBC members also tour the area at issue

prior to the hearing in order to gain abetter
understanding ofthe area. Following extens
public notice, the LBC conducts at least one
hearing in or near the affected territory. The
Commission must act on the petition within
ninety days of its final public hearing.

The LBC may take any one of the following

actions:

m  approve the petition as presented;
m  amend the petition (e.g., expand or
contract the proposed boundaries);
1 impose conditions on approval of
the petition (e.g., voter approval ofa
proposition authorizing the levy o f taxes to ensure financial viability); or
m deny rKc petition.

W hile the law allows the Commission ninety days following its last hearing on a petition to
reach a decision, the LBC typically renders its decision within afew days of the hearing. W ithin
thirty days ofannouncing its decision, the LBC must adopt a written statement setting out

the basis for its decision. Copies of the decisional statement are provided to the petitioner,
respondents, and others who request it. At that point, the decision becomes final, but is subject
to reconsideration. Any party may ask the LBC to reconsider its decision. Such requests must
be filed within eighteen days of the date that the decision becomes final. If the LBC does not
approve arequest for reconsideration within twenty days of the date that the decision became

final, the request for reconsideration is automatically denied.

Implementation

If the LBC approves a petition, the proposal is typically subject to approval by voters or

the legislature. A petition that has been granted bv the Commission takes effect upon the
satisfaction of any stipulations imposed by the Commission. The action must also receive
favorable review under the Federal Voting Rights Act. The LB*' Start provides assistance with

Voting Rights Act matters.
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Overview of Municipal Governmentin Alaska

State law provides for two types of municipalities: city governments and organized boroughs.
City governments are community level municipalities and organized boroughs are regional-level
municipalities. Further information about this topic is available in Appendix A: Fundamental
Nature ofBoroughs and Cities in Alaska. Regions of Alaska not located within an organized

borough constitute a single unorganized borough.

There are three classifications o f city governments:

m  home-rule;
m urst-class; and
m second-class.

The powers and duties ofa city government vary both with its particular classification and
whether it is located within an organized borough. The most fundamental distinction among
city governments relates to the requirement that home-rule and first-class city governments in
the unorganized borough must provide for education, planning, platting, and land use regulation.
Other city governments are not permitted to exercise education powers. Second-class cities in
the unorganized borough arc permitted, but not required, to exercise planning, platting, and land
use regulation. Any c: v within an organized borough may, upon delegation o fauthority by the
organized borough in which it is located, exercise planning, platting, and land use regulation. For
more information, see Appendix B: Local Government in Alaska.

Alaska law provides the following four classes o f organized boroughs:

*  home-rule;
*  first-class;

m  second-class; and
*  third-class (State law prohibits the creation of new third class boroughs).

Alaska Divided hv Organized Boroughs and
rle Unorgatv--"Jw--—=

Unorganized Borough
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By law, every organized bor-
ough must exercise the f8fiow-
ing two powers areawide:

" public education; and

m tax assessment and
collection where
municipal taxes are

levied.

Further, state law requires that
every organized borough, except
third class boroughs, provide
the following three additional

areawide powers:

m planning;
m platting; and

m land use regulation.

Home rule boroughs have d r-
ters (constitutions). Article X,
Section 11, ofthe Alaska Con-
stitution provides that home
rule boroughs, “may exercise all
legislative powers not prohib-
ited by law or by charter.” In
other words, the assembly o f

a home rule borough has any
power that is constitutionally
available to the state legislature,
provided the power is not pro-
hibited by state law or by the
borough charter. AS 29.10.200

Existin@ Classyication ngrganized Boroughs in Alaska

Name

Aleutians East Borough
Municipality of Anchorage
Bristol Bay Borough

Denali Borough

Fairbrnks North Star Borough
Haines Borough

City and Borough ofJuneau
Kenai Peninsula Borough
Kcrchikan Gateway Borough
Kodiak Island Borough

Lake and Peninsula Borough
Matanuska-Susitna Borough
North Slope Borough
Northwest Arctic

City and Borough of Sitka

City and Borough of Yakutat

Type
Second-class
Home-rule
Second-class
Home-rule
Second-class
Home-rule
Home-rule
Second-class
Second-class
Second-class
Home-rule
Second-class
Home-rule
Home-rule
Home-rule

Home-rule

Local Boundary Commission Report to the First * ession of the Twenty-Fifth Alaska Legislature

Date
Incorporated

10/23/87
09/15/75*
10/02/62
12/07/90
01/01/64
10/17/021
07/01/70c
01/01/64
09/06/63
09/30/63
04/24/89
01/01/64
07/01/72
06/02/86
12/02/71d
09/22/92

1 Region was first incorporated as Greater Anchorage Area Borough

onJanuary 1,1964.

Region was first incorporated as third class borough on
August 29,19f>8; formed home rule borough October 17,2002.

‘ Region was first incorporated as Greater Juneau Borough on

September 24,1963.

1 Region was first incorporated as Greater Sitka Borough on

September 24,1963.

lists 53 specific limitations on home rule municipalities found in Title 29 of the Alaska Statutes.

Home rule boroughs are the most popular form ol organized borough in Alaska, followed closely

by second class boroughs.

General law boroughs (1st, 2nd, and 3rd class) derive their powers exclusively from State statutes.
Still, state statutes grant general law boroughs the ability to assume a very broad array of powers.

A summary on the current status of boroughs in Alaska is provided in Appendix C: 200(>

Overview ofBoroughs in Alaska.
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Alaska also has unified municipalities.7 Simply stated, a unified municipality is a home rule
borough that can have no city governments within it. At the time a unified municipality is
formed, all city governments within the unified municipality are automatically dissolved and

none can ever form again.

There are three unified municipalities in Alaska:

m Citv and Borough ofJuneau;
m City and Borough of Sitka; and
m Municipality of Anchorage.

There are three other organized boroughs in Alaska that also have no city' governments within
them. They are the Bristol Bay Borough, the Haines Borough, and the City' and Borough of
Yakutat. As such, city governments could legally be formed in tiiose boroughs.

A unified municipality is defined as a borough bv 3 AAC 110.990(1). Further, the legislature consistently
characterizes unified municipalities as boroughs. For example, the statutes utilize the same standards lor
incorporation of a borough as they do for incorporation ot a unified municipality (AS 29.05.031). By contrast,
the legislature has established separate standards ior incorporation ofa s;ty (AS 29.05.011). Another example
is found in the fact that newly formed unified municipalities and boroughs are entitled to identical organization
grants and other transitional assistance (AS 29.05.190;29.05.210), whereas newly formed cities are entitled to
different levels of organization grants and transitional assistance. Additionally, all three of the existing unified
municipalities recognize themselves as boroughs in that each is governed hv an assembly. Art. X, Sec. 4 of
Alaska’s constitution reserves the term “assembly” for the governing bod\ of a borough, whereas Art. X, Sec. 8 of
Alaska’s constitution reserves the term “council” for the governing body =f a city.
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A ctivities and Developments

During 2006

Section I. City Incorporation

City incorporation activities and inquiries occurred to various degrees with respect to six

communities. The six communities are:

Big Lake;
Horseshoe Lake;

Healy;

Big Lake

Big Lake is a community
located on the shore of Big
Lake, 13 miles southwest

of Wasilla, in the Chugach
Mountains. It lies adjacent to
Houston and Knik-Kairview.
The area encompasses 131.9
sg. miles of land and 12.9 sq.
miles of water.

2,982 (2005 State
Demographer estimate)

Location:

Population:

City Classification: Unincorporated

Borough: Matanuska-Susitna Borough

School District: Matanuska-Susitna Schools

|giugig;
Levelock; and
Naukati.

Big Lake

At their request, LBC Staff made a presentation to 25 individuals at the Big Lake Chamber of

Commerce’s meeting on August 15. Staff discussed city incorporation procedures, characteristics

of Alaska’s boroughs and compared the “strong mayor” to the “manager" forms ofborough
government. In the “manager” form, the elected assembly members hire a manager who is usually
a professional administrator; the borough mayor serves as the presiding officer of the borough

assembly. In the “strong mayor" form ofgovernment, the person elected as mayor is not required
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to be n professional administrator. A “strong mayor” usually hires a professional manager or
administrator. In the “strong mayor” form ofgovernment, an assembly member elected by and
from the assembly serves as presiding officer of the borough assembly. The Matanuska-Susitna
Borough is a second-class borough that has tl e “manager” form ofborough government. The
Municipality of Anchorage is a home-rule b< rough with the “strong mayor” form. See Appendix
D - Chart on Powers and Duties Home-Rule, First-class and Second-class Boroughs.

LBC Staffpointed out that Alaska’s Constitution promotes a minimum number ofgovernmental
units. Statutory law would prohibit rcsiden sof Big Lake from creating a new city government
when the services that are needed may be supplied by an existing government, such as the City of

Houston or the Mat-Su Borough.

Horseshoe Lake

LBC Stall also responded to an inquir) about city incorporation trom a resident of the
Horseshoe Lake area, which is located near Houston and Big Lake. Ihe individual indicated that
substantial growth in the vicinity has created an environment in which some property owners and
residents see a greater need for municipal services such as police protection. LBC Sta.Tprovided
background information concerning the standards and procedures for city incorporation.

Healy

Location: Healy lies at Mie mouth of
Healy Creek <i>the Ncnana
River, 78 mil' southwest of
Fairbanks. It = located on a
2.5 mile spur road, just north
of the entrance to the Denali
National Park and Preserve
on the Parks Highway. The
area encompasses 669.0 sq.
miles of land and 0.4 sq. miles
o f water. a*

1,012 (2005 State

Population: .
P Demographer estimate).

City Classification: Unincorporated

Borough: Denali Borough
School District: Denali Borough Schools
In February, LBC staff was contacted by aresident in an unincorporated area north of Healy who

is interested in forming >me sort o f municipality. The individual was calling on behalf of several
people in her area that believe they should get organized in order to have representation as local
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government expands in their area. They have concerns about local government decisions being
made that affect them without having the chance to be heard.

Since the individual and neighbors were just getting started, LBC staffprepared a packet of
general information on local government and city incorporation and sent it to them.

lgiugig

Location: Igiugig is located on the
south shore of the Kvichak
River, which flows from
Illiamna Lake, on the Alaska
Peninsula. It is 50 air miles
northeast of King Salmon
and 48 miles sduthwest
of Iliamna. The area
encompasses 19.8 sg. miles
of land and 1.3 sq. miles of
water.

50 (2005 State Demographer

Population: estimate)

City Classification: Unincorporated

Borougii: Lake & Peninsula Borough
School District: Lake Peninsula Schools

In April, LBC Staffresponded to a request for inf >rmation about city incorporation from the
Administrator ofthe Igiugig Village Council. Interest in incorporation appears to be motivated,
in part, by financial considerations (e.g., potential for new State revenue sharing programs
proposed by HB 371 and SB 234, and the prospect of property taxes levied on property
including seven lodges that serve sports fishermen and hunters). Interest in forming a city also
seems to be motivated in part by the opportunity to transfer certain responsibilities for public
services and facilities (e.g., landfill) from the Village Council in order to shield the Village

Council from liabilities.

LBC Staffprovided background materials on city incorporation (e.g., State laws establishing
standards and procedures for incorporation, incorporation petition forms and instructions, a copy
of the Naukati city incorporation decisional statement, and the publication “Local Government
in Alaska"). Information about municipal taxation (e.g., Alaska Taxable 2005) was also provided.
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Levelock

Location: Levelock is located on the
west bank ofthe Kvichak
Rv/er, 10 miles inland from
Kvichak Bay. It lies 40
miles north of Naknek and
278 air miles southwest of
Anchorage. It is located near
the Alagnak Wild and Scenic
River Corridor. The area
encompasses 14.5 sqg. miles
ofland and 0.0 sq. miles of
water.

54 (2005 State Demographer

Population: estimate)

City Classification: Unincorporated

Borough Lake & Peninsula Borough

School District: Lake 8c Peninsula Schools

LBC Staffrec ved an inquiry from an official of the Lake and Peninsula Borough about
forming a city government in Levelock. The Borough official indicated that local interest in city
government stems from the prospect of generating revenues through a city tax on commercial

fishing operations.

In May, LBC Staff responded to a request from the President of the Levelock Tribal Village
Council for information about incorporating a second-class city.

The Village Council President expressed particular interest in ir orporating the nearby “Alagnak
river and getting fishing revenue from that river.”

LBC Staffencouraged the Village Council President to also consider the prospect of seeking the
creation ofa borough service area as an alternative to city incorporation.

LBC Staff provided information regarding standards and procedures for incorporation. Other
general materials regarding citv incorporation along with sample materials pertaining to the
recent Naukati city incorporation attempt were also made available.

Page 19
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Naukati

Location: Naukati is located on the
west coast of Prince of Wales
Island in Southeast Alaska.
The area encompasses 4.8 sg.

Vi< miles of land and 0.2 sq. miles
ofwater.
. 106 (2005 State
Populatlon. Demographer estimate)

City Classification: Unincorporated

Borough: Unorganized

School District: Southeast Island Schools

Pre-2006 Background

In 2004, voters in Naukati submitted a petition to incorporate as a second class city. The technical
review of the petition revealed several aspects that required correction. By April 2004, the
corrected petition was reviewed, but the conflicting interests and views of several of the parties

that were involved necessitated further investigation.

Commerce's 196-page preliminary report and recommendations on the Naukati proposal were
published and distributed in August 2005. LBC Staffconducted a public informational meeting
in Naukati the following October to discuss matters relating to the proposed city incorporation.
LBC stafftoured portions of the 44 square miles within the proposed City of Naukati.

Eighteen individuals, groups and organizations submitted comments on Commerce’ preliminary
report. LBC Staffstudied those comments and published a final report on the Naukati proposal

in November.

The LBC conducted a public hearing in Naukati on December 12, 2005. Following the hearing,
the LBC approved the petition with amended boundaries. In order to ensure fiscal viability of
the proposed city, promote the State’ best interest, and measure the personal commitment of
local residents regarding the proposed city, the LBC imposed two conditions on incorporation.
The conditions require voter approval of a proposition authorizing the citv to levy a 5-percent

sales tax and 3.5-mill property tax.

2006

On January 4,2006 the I,BC formally adopted a 40-page decisional statement setting out the
basis for its December 12,2005 action to amend and approve, with conditions, the petition
to incorporate Naukati as a second-class city.The amendment reduced the boundaries of the
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territory proposed for incorporation from 44 square miles to 11.7 square miles, and imposed the

taxing authority specified above.

On January 9, after conferring with
the LBC Chair on final editorial
changes to the LBCs decisional
statement regarding the Naukati city
incorporation proposal, LBC Staff
served the statement on the Petitioner

and Respondent.

The Division of Elections was notified
on January 31 ofthe need to conduct
an election on city incorporation.
Qualified voters would have the chance
to vote on the incorporation of Naukati
as a second class city. Incorporation
would not occur unless local voters Naukati Public Hearin
voted in favor of incorporation and

approved authorization for the City
to levy a 5 percent sales tax and a 3.5 mill property tax. They w aid also vote to elect the initial

seven-member City Council to take office if the incorporation propositions passed.

Ihe election was held under the general administration and supervision ofthe Director of
Elections, and c<nd cted as prescribed by the Alaska Election Code. The election was conducted
by mail pursuant to Alaska law. An absentee voting official, anp- anted from among Naukati

residents, was available from March 27 through April 11 to accept absentee ballots.

In the April election, voters of Naukati rejected the proposal to form a city government. On
April 26, the State Division of Elections certified the following election results in the Naukati

city incorporation election.

BALLOT MEASURE number 1. Shall Naukati be inc erporated as a second class
city? yes: 37 (44.6 %) no: 46 (55.4%)

BALLOT MEASURE number 2: Shall the City of Na kati be authorized
to lev)' a5 percent sales tax? (Approval of this propositii n is a condition tor
incorporation; i.e., voters must authorize the City of Na kati to levy a5 percent
sales tax in order for incorporation to occur.) yes: 35 (42 2%) no: 48 (57.8%)

BALI.OT MEASURE number 3: Shall the City ot'Na kati be authorized to
levy a 3.5 mill property rax? (Approval of this proposition is a condition for
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incorporation; i.e., voters must authorize the City of Naukati to levy a 3.5 mill
property tax in order for incorporation to occur.) yes: 34 (41.0%) no: 49 (59.0%)

OnJune 13, LBC Staffreceived an inquiry about limitations on the submission of a new
petition for incorporation of Naukati as a second-class city. The inquiry was from Art King, the
representative of the Petitioners in the recently concluded proceedings for incorporation of the

City of Naukati.

Mr. King inquired about 3 AAC 110.650, which provides “[ejxeept upon a special showing to
the commission of significantly changed conditions, a petition will not be accepted for filing that
Is substantially similar to a petition &. rejected by the voters during the immediately preceding
24 months.” Mr. King asked whether a significant change in the proposed city boundaries and a
significant change in the proposition to grant taxing powers to the proposed city would constitute
a petition that was substantially dissimilar to the one rejected bv the voters the previous April, or

whether such changes would constitute “significantly changed conditions.”

Mr. King noted that local residents were considering a new proposal that excluded Naukati
Industrial Subdivision from the prospective proposal.That subdivision had been included in

Naukati City BoaHilaries as Approved by the Local Boundary Commission
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the boundaries proposed in the original petition as well as those approved by the LBC. Mr,
King indicated that there is strong sentiment against city government among the estimated 17
residents of Naukati Industrial Subdivision. Mr. King speculated that a new city incorporation
proposal that excluded that subdivision would stand a better chance for voter approval. Mr.
King also indicated that a proposition to authorize the proposed city to levy a sales tax would
not likely be resisted by the voters; however, a proposition to levy a property tax would be. He
also expressed the perception that despite efforts to inform the voters in the recently concluded
incorporation proceedings, a number of voters did not understand that the sides and property
tax propositions on the ballots would have empowered the city to lev)’ taxes, but would not have

compelled it to do so.

After conferring with the
LBC Chair about the inquiry,

the issue was added to the

agenda for the LBC%sJune 26

meeting in Ketchikan. At that

meeting, Mr. King assured

the Commission that any new

petition would be substantially

dissimilar in terms of the

proposed city boundaries, the

proposed budget, and changes

in the proposition to taxing

powers. lhe LBC voted (3-

2) to allow voters of Naukati

to file a new petition for

incorporation prior to April

2008 that is significantly revised from the petition rejected by v iters in April 2006.

LBC staffresponded to numerous inquiries regarding the LBC - June 26 action from Art King
and Van Huffman, current President of the Naukati West community association. Mr. Huffman
called to inquire about changing the articles of incorporation f. r Naukati West community
association. Mr. | luffman stated that during the formation of the community association there
was some waterfront property that was not included in the community boundaries. LBC Staff
discussed the process for amending the articles of incorporation with Mr. 1luffman, and sent him

acopy of the non-profit community association handbook.

OnJuly 20, Naukati residents met to discuss the prospect of filing a new petition to incorporate
as a second class city.

A new petition has not yet been filed with the LBC.
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Section Il. City Annexation

Although no city annexation petitions are pending before the LBC, annexation was explored to

various degrees with respect to 10 city governments during 2006.

City annexation activities occurred in the following localities during 2006:

City of Homer
(conclusion of
litigation);

City of Palmer;
City of Petersburg;
City of North Pole;

City of Seldovia;
City of Soldotna; and
City of Wasilla.

City of King Cove;
City of Klawock;
City of Kodiak;

Homer

Homer is located on the
north shore of Kachemak
Bay on the southwestern
edge of the Kenai Peninsula.
It is 227 road miles south

of Anchorage, at the
southern-most point of the
Sterling Highway. The area
encompasses 10.6 sg. miles
of land and 14.9 sq. miles of

water. W.E
5,435 (2005 State
Demographer estimate)

Location:

Homer

Population:

City Classification: First Class City

Borough: Kenai Peninsula Liorough

School District: Kenai Peninsula Schools

Pre-2006 Background

On December 26, 2001, the LBC approved an annexation of4.58 square miles to the City of
Homer. Following tacit approval by the 2002 Alaska State Legislature, the annexation took

effect on March 20,2002.

The annexation was appealed to superior court. On December 4,2003, the superior court
ordered a remand to the LBC to discuss the effect of the annexation on the Kachemak
Emergency Service Area (KESA) created by the Kenai Peninsula Borough.
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HomerAnnexation On Jar_]uary 5,2005, |
following an opportunity
for written comments
by the public, analysis by
staff, and a public hearing
before the Commission
in Homer, the LBC
affirmed the December
26,2001 decision granting
annexation of 4.58
square miles to the City
of Homer. A decisional
statement setting out
the basis for the January

5 ruling was adopted by
_____ the Qn pebruary

4 and distributed to all interested parties. This action was followed by a formal request for
reconsideration ofthe Homer annexation remand decision, which the LBC denied for failure
to meet the criteria for reconsideration set out in the law. Appeals by Abigail Fuller and the
Kachemak Area Coalition, Inc., d/b/a Citizens Concerned About Annexation (CCAA) of the

LBCs February 4,2005 decision followed and arc currently pending.

2006

Superior CourtJudge Rindner heard oral arguments on the latest appeal of the Homer
annexation in Anchorage on June 29. This appeal involved the LBCs affirmation of its December
26,2001 decision granting annexation of 4.58 square miles to the City of llomer. This latest
appeal was initiated by Abigail Fuller and the Kachemak Area C\ alition, Inc., d/b/a CCAA?.
Attorneys representing Kachemak Area Coalition, the LBC (Assistant Attorney General
Marjorie Vandor), and the City of | lomer made oral arguments in person, while appellant
Abigail Fuller appeared telephonically. The gist of the appellant’s argument was that the
Commission tailed to adequately consider and give proper weight in their decision of the impact
of the annexation on the KF.SA in that it took 25 percent of its tax base away, and this failure
denied them due process of law. Ihe Judge questioned all the participating attorneys and said he
would take their comments and arguments under advisement and issue awritten decision.

On August 22,Judge Rindner issued an 11-page decision affirming all aspects of the LBCs
January 2005 decision upon remand of the 2001 annexation of 4.53 square miles to the City of
Homer. Judge Rindner had remanded the case back to the Commission to discuss the impact
ofannexation on the Kachemak Emergency Service Area (KESA), a service area of the Kenai
Peninsula Borough created after the City of | lomer annexation petition had been filed.
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In his August 22 decision, Judge Rindner noted with respect to the LBCs 2005 decision that:

The LBC determined that in its original decision, :i gave proper consideration
to the impact that the annexation would have on KESA. It also stated that it
believed that the Commission was not required to address the impacts of the
annexation on the service area. However, despite its beliefs, the LBC complied
with the Courts order and specifically discussed and evaluated the annexation’

impact on KESA.

The LBC found that the effect of the annexation of KESA was de minimis and
that the annexation was not inappropriate in terms of the best interest of the state.

Judge Rindner also dismissed the appellants’claim that the LBC erred when it recused one of the
Commission members due to a conflict of interest.

King Cove

Location:

Population:
City Classification:

Borough:

School District:

King Cove is located on
the south side of the Alaska
Peninsula, on a sand spit
fronting Deer Passage and
Deer Island. It is 18 miles
southeast of Cold Bay

and 625 miles southwest
of Anchorage. 'lhe area
encompasses 25.3 sg. miles
of land and 4.5 sg. miles of
water.

723 (2005 State
Demographer estimate) Cove

First Class City

Aleutians East Borough

Aleutians East School
District

On April 25, LBC Staff met with a consultant retained by the City of King Cove to prepare a
petition for annexation of an estimated 22 square miles of ffshore territory. The territory in
question is reportedly used by commercial fishing operations and is not currently subject to city
taxation. Earlier in the month, LBC Staff met with this o nsultant to give information on city

annexation procedures and standards in general.

The Citv began the annexation process in 2003, and submitted a draft petition to LBC at that
time. LBC Staff reviewed the draft petition and returned it with comments. Discussion in April
of this year centered on determining where the petition process left offin 2003, what documents
and correspondence are on file at LBC, and what the City needs to do to resume its efforts to

submit an annexation proposal.
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Klawock

Location:

Population:

City Classification:
Borough:

School District:

Klawock is located on the
west coast of Prince ofWales
Island, on Klawock Inlet,
across from Kiawock Island.
It is 7 road miles north of
Craig, 24 road miles from
Hollis, and 56 air miles
west of Ketchikan. The area
encompasses 0.6 sg. miles
of land and 0.3 sq. miles of
water.

780 (2005 State
Demographer estimate)

First Class City
Ur rganized

Klawock City Schools
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Klawock

On February 28, a representative of the City of Klawock advised LBC Staff that local officials
were contemplating a proposal to expand the boundaries of the City of Klawock. LBC Staff
provided information about prior Klawock annexation proposals. Information was also provided

about annexation standards and procedures.

Kodiak

Location:

Population:
City Classification:

Borough:

School District:

Kodiak is located near the
northeast tip of Kodiak
Island in the gulfof Alaska.
[t is 252 air miles southwest
of Anchorage, a 45-minute
flight. The area encompasses
3.5 5q. miles of land and 1.4
sq. miles ofwater.

6,088 (2005 State
Demographer estimate)

Home Rule City

Kodiak Island Borough

Kodiak Island Borough
School District

Kodiak

OnJuly 17 LBC staff received an inquiry from a reporter with *hc Kodiak Daily Mirror. He
indicated that there is a renewed interest in citv annexation aw> ng some Kodiak residents.

Ihe reporter wanted information about Kodiak’ failed annexati >nattempt in 1999, as well as
information on city annexation in Alaska. Staff answered questions over the phone and then
followed up with materials from the 1999 Kodiak annexation and general information about the

citv annexation process.
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Palmer
* T i

Location: Palmer is located in the center
ofthe Matanuska Valley, 42
miles northeast of Anchorage
on the Glenn Highway. The
area encompasses 3.8 sg. miles
ofland and 0.0 sq. miles of
water.

Population: 5,382 (2005 State

Demographer estimate)
City Classification: ~ Home Rule City
Borough: Matanuska-Susitna Borough

School District: Matanuska-Susifna Schools

Pre-2006 Background

There were inquiries about two separate city annexation proposals in Palmer. In July 2005 the
City of Palmers Community Development Director advised LBC Staff that Palmer City officials
were exploring the possibility of a substantial annexation. LBC Staff provided information about
standards and procedures for annexation. No particular territory had yet been identified in terms
of the prospective annexation proposal. Once City officials define the proposed annexation
boundaries, the City intends to use a consultant to examine the fiscal viability of annexation.
Initially, the City of Palmer anticipated that a petition might be tiled early in 2006. However,
City officials informed LBC staff in October 2005 that they extended their timeline by one

year. "Die City plans to use the extra time to complete its comprehensive plan update, conduct an
economic analysis of annexation options, and to revise its land use code.

In an unrelated matter, City of Palmer officials advised LBC Start in October that the
Matanuska-Susitna Borough recently obtained a 159 acre uninhabited parcel contiguous to the
City’s boundary. The property is subject to a lease between the City and the property' owner
(formerly State, now Borough) for public use ofthe property. City officials want to annex the
parcel. They indicate that the property owner consents to the annexation. LBC staff provided
information about the standards and procedures for the annexation.

2006

An August 16 article in the Anchorage Dai/y News stated that the City of Palmer was considering
a proposal to annex almost six square miles to the City’s boundaries, doubling the size of the city.
According to City Manager Tom | lealy, the City was also developing a rural residential zoning
district that could apply to property that might he annexed.



