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K ETCHIK AN G ATEW AY B OROUGH
344 FRONT STREET » KETCHIKAN, ALASKA 99901
» 907/228-6635 + lax 907/228-6683
E-MAIL: BORO_LAW@BOROUGH.KETCHIKAN.AK.US

OFFICE OF THE BOROUGH ATTORNEY
SCOTT A. BRANDT-EIUCHSEN
BOROUGH ATTORNEY

January 31, 2008

Representative Kyle Johansen
Alaska State Legislature
State Capitol (MS 3100)
Juneau, AK 99801-1182

Subject: House Joint Resolution 30

Dear Representative Johansen,

As you know, a number of communities in the wunorganized
Borough in Southeast Alaska have appealed the Local Boundary
Commission decision granting the Ketchikan G ateway Borough's
petition for expansion of its boundaries. These entities have also
convinced their legislator, Rep. B ill Thomas, to submit HJR 30 to
the legislature seeking to block the annexation by obtaining
approval of a majority of both houses for a legislative veto. The
legislature should take no action on HJR 30.

HJR 30 its e If contains inaccurate inform ation. Among other
things, the assertion that the LBC decision failed to provide
directior regarding a future p etition to annex Hyder is
incorrect. Page 25 of the LBC decision is appended to this le tter.

Clearly the LBC gave direction on this issue. Additionally, the
asserted loss of tends is speculative and inaccurate.
The opposition arises primarily from the desire of tha

communities on Prince of Wales Island and the Annette Island School
to continue to receive a

district, who oppose the petition,

disproportionately high amount per student in federal National
Forest funds for schools. The National Forest funds are divided
into three types, funds for roads, funds for schools, and funds for
other projects. The split is a percentage ot the total. Road and
education funds are transferred to a jurisdiction for their use.
The unorganized Borough communities currently receive an

inequitable portion of these funds. For example, in FY 2006 Craig

received $503.95 per capita in National Forest funds for education
and roads, while Ketchikan received only $27.45 per capita for

these purposes.l

In terms of education funds, the unorganized Borough areas

'Based upon 2006 figures provided by DCCED.
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in Southeast Alaska received $1,485.00 per student, while students
in Ketchikan received only $157.00 per student.2 If the same level
of National Forest funds distributions were maintained, and if both
the Ketchikan annexation and the Wrangell incorporation are
post annexation revenues for the education component

approved, the
Prince of Wales communities

of National Forest Receipts paid to the
would be $1,256.00 per student, and in Ketchikan they would be

$548.00 per student based upon 2006 revenue and student enrollment

data.

Any reduction in National Forest Receipts funds amounts to
a small figure in comparison to other ~changes in educational
funding. The changes from institution of the ISER formula involve
a greater impact. For example, as a percentage of total educational
expenditures the changes from the Ketchikan annexation and Wrangell
incorporation would represent about a 1.1% budget reduction in the
funding available for education in the Craig School D istrict.3
However, by comparison, the increases from HB 273 would raise the
funding for the Craig School D istrict 5% in 2010 and a toual of
almost 10% over a 4 year period ending in 2013. As a percent of
total educational expenses, the Annette Island School D istrict
would lose approximately 1.3% of their budget from the annexation,
but would gain over 16% from HB 273. Against this background it is
clear that the impacts of the Ketchikan boundary expansion are
minor in relation to other pending changes in education funding,
and as a percentage of the total educational expenses in each

district.

Additionally, the continuation of high levels of National
Forest funding are speculative. The program has not yet been re-
authorized for next year. If it is not re-authorized, the drop in
the funds available from this source, even without the annexation,
would be 85% or more. The LBC hasconsistently ruled over the
years that the redistribution of National Forest Receipts is not
relevant to the legitim ate expansion of local government services
in the State. The speculative nature of the amounts and re lia b ility
of the funds underscores the rationale for this position.

Even ifNational Forest funds should be considered, as
discussed above, when set in context,the Ketchikanannexation has
only a minor effect on the funding picture for the Prince ot Wales
communities and other areas in the unorganized Borough in Southeast
Alaska. Further, even with the expected impacts, Prince of Wales

communities would s till receive more than twice as much in National

Forest Funds per student than the Ketchikan Gateway Borough.

It is also significant to note chat the exclusion of Hyder

"Based upon 2006 figures provided by DCCED.

‘Based on 2006 revenue and expense numbers reported by
DCCED.



is a red herring when it comes to

funding. The Southeast Island

School D istrict receives more in revenues from the funding

generated by the students in Hyder than it takes to
to those students'l. Thus, a potential annexation of Hyder by
Ketchikan Gateway Borough would pose a greater fiscal impact to

SISD than the relatively minor

fund services
the
the

reorganization of forest receipts.

Stepping back and looking at the big picture 'egarding

Municipal boundaries statewide, there are many reasons
annexation of areas into Boroughs ‘5 in
interests. For example, it would help

that
the State's best
the 7~etchikan Gateway Borough

better provide emergency rescue services in the Misty Fjords areas

where those
crash involving tourists. It w ill provide a basis for

services were sorely needed last season du” co a plane
planning and

land use regulation if U.S. Borax opens up their Molybdenum mine at

Bokan Mountain, wur if mining activity

Peninsula or on Duke
by these and other activities to have a voice in the planning
development. It also reduces the area in which the State must
the primary service provider. A ll ofthese
improvements in delivery of public

annexation.

Another significant point is that, of the alleged loss

increases on the Cleveland
Island. It will allow the people most affected

advantages and
services flow from the

N ational Forest funds, the <cities of Petersburg and Wrangell are

the two cities w hich in 2007 received the largest s .ngle
distributions in the wunorganized Borough areas of Southeast
Alaska.5 Neither Petersburg nor Wrangell opposed the Ketchikan
annexation petition. Neither have they objected to the shift

N ational Forest funds.

Interestingly, if Wrangell's petition is successful, that

action w ill shift about $250,000 from the unorganized Borough
the new Wrangell Borough. Yet the aggrieved communities on Prince
of Wales did not object to the Wrangell petition. Petersburg
reportedly begining the process for their own Borough
petition. W hether that e ffort is opposed based upon impacts

'According to the 2006 SEISD budget, it cost '"93,864 to
provide services in Hyder. Based on calculations by the Ketchikan
School D istrict finance office, the students in Hyder would

$254,379 in revenues from the State Foundation formula

generate
cost factor-old

under the current formula. (1.194 (district
formula) X 39.6 base student m ultiplier for between 10 and 20
students (14.17.450 School size factor) x 75,380 (base student
allocation)). W ith the district cost fa”_or under the ISER
adjustments, the amount of foundation funding only increases.

'According to the arguments offered by the City of Craig to
the LBC, $417,802.00, or about 1/3, of the reduction in funds to
communities in the wunorganized Borough in Southeast Alaska would

come from Petersburg and Wrangell.

incorporation



shifting National Forest funds remains to be seen.

Additionally, the City of Craig remains silent about the
over $2uJ,000 or more in educational funding which it is taking
from the Ketchikan School district through the C ity's illegal'l
operation of a correspondence school providing public education to
students who are within the Ketchikan Gateway Borough's boundaries
without permission from the Ketchikan Gateway Borough. This
activity improperly deprives the Ketchikan Gateway Borough School
D istrict of funds in an amount more than twice the amount Craig is
claiming to lose in Forest receipts. Craig is happy to take funding
from the schools in Ketchikan for 51 students who reside in the
Ketchikan Gateway Borough, but are enrolled in the Craig School
district correspondence program. When the issues are fully
examined, it is apparent that it is the City of Craig which is
improperly taking education funding from Ketchikan students, not

the other way around.

With respect to HIR 30, the legislature should take no
action. Despite the noise and hoopla generated by the City of Craig
and other Prince Of wales Island communities, the facts show that

the only concerns are financial, they are based solely on National
Forest Receipts, the future of which is very uncertain, and that
the magnitude of any adverse financial impacts on those opposing

the annexation are minor. The LBC, and the DEED, have fully and
fairly consider” the issues. When a long term view of the best
interests of the State is examined, it is clear that the
Legislature should let the LBC decision stand.

If | can provide any further inform ation concerning this

issue please contact me at your convenience.

A. Brandt-Erichsen
Borough Attorney

CC: Mayor W illiam s
Ray M atiashowski
Mike Houts

W Mair.svr W:gbUoc5\l,<Jw\l,ettera\l.JiJH 30. Johcinuen.wpc]

"The Ketchikan Gateway Borough is the only entity other
than the State of Alaska with the Jlegal authority to exercise
public education powers within the boundaries of the Ketchikan

Gateway Borough.
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0 West Seventh Avenue. Sute 1700
Anchorage. Alaska 99501
(907) 269-4560 (tel); (907) 269-4539 (fax)
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and its re? arvation waters are expanded, primary jurisdiction over those waters would
shift. Thit fact would notchange by approval of the KGB expansion.l

In its comments, Metlakatla also raised other issues with regard to the
KGB's proposed annexation, including an assertion that it creates Annette Island as an
encLve. The KGB's Reply Brief,122 on pp. 26- 27, addresses these issues. The Com-
mission concurs with those analyses and conclusions.

The Commission agrees with DCCED that this standard is satisfied.
However, at its decisional meeting on the KGB annexation, the Commission expressed
concern with Hyder’s status as an enclave.” In approving the KGB annexation, as
amended, the Commission directed the KGB to file a petition within five years to annex
the Hycer area. In that regard, the Commission encourages the KGB to work toward
developing communication, transportation, and economic ties between Hyder and the
Borough, including working with the State to help develop these ties. The Commission
hoted that this was particularly appropriate in view of the federal revenues the Borough
will be receiring from the newly annexed area. Ifsuch a petition is not filed, the Com-
mission committedl to dire”ng DCCED_to_file such a petition.13 In that event, DCCED

should develop a petition in coordination with the DEED and KGB staff.

1DCCED addressed Metlakalla's expansion in its Final Report, at pp. 17 -19. The Petitioner also
addressed this issue In its Reply Brief at pp. 28 -30. The Commission concurs with those analyses.

In its Final Report, DCCED stated that It believed KGB's Reply brief cogently responded to all
comments and briefs (p. 4).

If OCCEC s directed to file such a petition, the staff persons working on such would, of course,
not include employeos assigned to serve as staff to the Commission.

Statement of Decision - (I12/5/07)
KGB Annexation Proposa
Page 25 of 32
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Impact of Wrangell Incorporation and Ketchikan Annexation Upon Distn®utlon of National Forest Receipt Revenues

In Southeast Alaska upon the Proportion of Receipts per Student
Boroughs and Communities In Southeast Alaska based on FY '06 Data
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Petersburg
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Port Alexander (Southeast Island)
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1 Source: DCCED
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N/A
N/A
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212.00
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1 Note that school FY 'OS enrollment figures are used for FY '06 forest receipt calculations.
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Sonya Hymer

From: Saddler, Sally A (CED) [sally.saddler@alaska.gov]

Sent: Monday, February 11, 2008 3:29 PM

To: Sonya Hymer; Renee Limoge

Cc: Kaci Schroeder; Rowland, Mindy B (GOV); Michael Black; Jollie, Tara L(CED); Abbott,

Jennifer (CED); McPherren, Loma J (CED); Davis, Mark R (CED);Rolfzen, Bill J(CED); Witty,
Rachel L (LAW); Behr, Deborah E (LAW); Vandor, Marjorie L (LAW); Ted Laonard; Bockmon,
Julia B (LAW)

SUbjGCt: DCCED Talking Points on HIR30 Ketchikan Gateway Borough Annexation Petition
Attachments: kGB Annex Talking Points 020808.pdf

Hi Renee and Sonya:

Attached are the talking points the department has pulled together regarding HIJR30 to overturn the Local
Boundary Decision on the Ketchikan Gateway Borough Annexation Petition. The points provide information in the

following areas:

» Background of the Ketchikan Gateway Borough (KGB)

e The Local Boundary Commission (LBC) Response to the Resolutions

« Issue: Alleged Conflict of Interest Regarding LBC Staff

e Action Re: Ethics Issue Created when Mr Bockhorst Decided to Apply for the KGB Manager Position
e Background/timeline : Dan Bockhorst's Manager Application and the KGB Petition

The department does not have a position on the resolution which takes issue with the Local Boundary
Commission's determination. For your information, the LBC is a quasi-judicial commission established in the
constitution. The department provides technical and administrative staff to support the LBC but the decision on

the KGB petition belongs to the LBC.
The following LBC/DCCED/Law folks will be available for the hearing:

* Mr Lynn Chrystal, LBC Chair (expecting to fly to Juneau, planes and weather willing; but will be available
off-net if he doesn’t make it in)

» Bob Harcharek, LBC Vice-Chair (off-net)

« Jennifer Abbott, LBC Staff supervisor (replaced Dan Bockhorst) (Will be here in Juneau planes/weather
willing)

e Lorna (Jeannie) McPherran, LBC Staff Person (off-net)

¢ Bill Rolfzen, Local Government Specialist (here in Juneau)

e Mark Davis, DCCED Ethics Supervisor (off-net)

« Rachael Witty, Backup AAG to Margie Vandor, LBC AAG (off-net)

Let me know if you have question and/or need additional information.
See you in the morning.

Sally

2/11/2008
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Talking Points
HJR 30/ SJR 15 Disapproving Ketchikan Annexation

Department of Commerce, Community, and Economic Development
8 February 2008

These resolutions would disapprove the recommendation of the Local Boundary
Commission received by the legislature in January 2008 regarding the annexation of
territory to the Ketchikan Gateway Borough (KGB).

Background on KGB Annexation

On January 23 the Local Boundary Commission (LBC) pr- sented its approval of
the KGB annexation petition to the Legislature for review under article X,
section 12 of the Constitution of the State o f Alaska.

The Commission's decision approves the annexation of4,510 square miles to the
KGB.

Unless the Legislature disapproves the LBC decision by passing HJR 30,
sponsored by Rep. Thomas, or SJR 15, sponsored by Sen. Al Kookesh, the
Commission's decision will go into effect 45 days from the date the Commission
presented it to the Legislature (i.e., on March 9, 2008).

The Department of Education and Early Development (DEED) (lied a letter of
non-objection to the KGB annexation.

Impacts of the LBC decision regarding National Forest Receipts (NFR):

0 The KGB would acquire 4,510 square miles of unorganized borough land
and, in FY 2010. the possible addition of $1.27 million in NFR payments,
if the Secure Rural Schools Act portion of the NFR Program is
reauthorized by Congress in its current form and at the 2002-2007 funding
levels.

0 Ifthe annexation becomes effective. Southeast Alaska communities in the
unorganized borough could lose a combined $1.27 million in NFR
payments if the NFR Program is reauthorized in its current form and at its
2002-2007 levels.

0 The portion of the NFR program, which has included funds for the Secure
Rural Schools Act since 2002, is sunset; unless reauthorized by Congress,
the amount of NFR funding will drop significantly for all schools districts
in Southeast, notjust those on Prince of Wales Island.

0 DEED did not oppose the annexation.

0 The Legislature’s Joint Legislative Education Task Force has addressed
the sunset provisions of the Secure Rural Schools Act provisions in the
NFR Program and is monitoring the issue.



The LBC’s Response to Resolutions

« The LBC has written to both the House and Senate Community and Regional
Affairs Committees regarding the Resolutions and errors contained therein.

« The Commission explained differences between the 1998 KGB annexation
proceeding and the 2006 annexation proceeding. Primary points are:

0

0

0

The members of the LBC who considered the 1998 petition are different
from the LBC members who considered the current petition,

The rationale and conclusions ofa former LCB are not binding on a
subsequent LBC.

The LBC's regulations and controlling statutes have changed since 1999,
In 1974 the Alaska Supreme Court stated the LBC has been given broad
power to decide in the unique circumstances presented by “each” petition,
The current LBC disagrees with the reliance that had been previously
placed on the Model Borough Br'mdaries.

The KGB's 2006 petition differ in that it includes the Meyers

Chuck/Union Bay area,

The Commission's decision amends the Model Borough Boundaries of the
KGB and of the Wrangell/Petersburg Model Borough Boundaries,

The LBC conditioned its approval regarding the 2006 petition by imposing
a duty on the KGB to file a petition to annex Hyder within five years.

» The current LBC also respo  -d to the concern for loss of NFR Payment,
agreeing with the 1999 decision which stated:

o

The commission rejects the notion that "ate policy position concerning
borough incorporation and annexation should be driven by the financial
considerations such as those expressed by DCRA in this proceeding. NFR
and Payments in Lieu ofTaxes programs are ephcmeral-in afew years
those programs may operate in a significantly different manner or may no
longer exist. In contrast, theformation o fa borough ofthe extension ofa
borough over a large area is a much more permanent action

Further, it is poor public policy to suggest that each annexation or
incorporation proposal should be weighed to ensure that revenues and
costs are somehow balanced. Many areas within existing organized
boroughs do not receive services commensurate with revenues generated
by those areas. Conversely, many areas of organized boroughs receive
services well beyond the level o frevenues generated by those areas.

The commission is guided by Alaska’s constitution and standards
established in law. These make little or no provisionfor consideration of
theliscal effects on which DCR i placed so much emphasis.



e Thr | BC also stated with regard to the loss of NFR Payment:

o .. The Commission is very sympathetic to that loss. However, it is nota
bar to the development ofboroughs or their extension. It is afactor that is
considered in consultation with the DEED and when considering the best
interests ofthe state; and DEED does not oppose this annexation

proposal.

Issue: Alleged Conflict of Interest Regarding LBC Staff

e The City of Craig City Administrator, Jon Bolling, has expressed concern about a
possible conflict Tinterest regarding former LBC staff member Dan Bockhorst.

e On June 28, 2007, the LBC staffcompleteu its preliminary report regarding the
proposal. This report was principally authored by Mr. Bockhorst. It was released
for public review and comment in mid-July.

e In late July, Mr. Bockhorst became aware that the KGB was recruiting for the
position of Borough manager. He determined to apply for, and was offered and
accepted, the position in October.

e Mr. Bolling called for an investigation into the circumstances and/or timeline of
Mr. Bockhorst receiving the manager position and his recommendations to the
LBC regarding the annexation.

e One of Mr. Bolling arguments is what he alleges to be a reversal o f position by
Mr. Bockhorst and the LBC from a similar petition submitted by KGB in 1998.

e The City ofCraig is pressing its legislators to pass resolutions disapproving the

LBC Board's decision.

Action re: Ethics Issue Created When Mr, Bockhorst Decided to Apply for KGB
Manager Position

e When Mr. Bockhorst learned of the job opening, he sought advice from his ethics
supervisor and the state ethics attorney, disclosed the matter and advised that he
would refrain from further action on the petition as required by the Ethics Act.

e The Department, in consultation with the State Ethics Attorney, advised Mr.
Bockhorst that he must continue to refrain from any work on the annexation until
hisjob application was rejected or he left state service.

e The Department ethics supervisor confirmed that the annexation matter had been
reassigned.

e The state ethics attorney informed Mr. Bolling by letter that Mr. Bockhorst took
the steps required by the Ethics Act when he learned ofthe vacancy, and based on
the information provided by DCCED, there would no basis to initiate an ethics
investigation.

e The state ethics attorney also advised Mr. Bolling how to file an ethics complaint
if he still felt there were facts showing a violation of the Ethics Act.

e Mr. Bolling later advised that the City was not complaining about an Ethics Act
violation. Rather, its concern was an appearance o f conflict.



Background/timeline: Dan Bockhorst's Manager Application and the KGB Petition

March 26, 2007 Mr. Bockhorst began preparing the required preliminary report
on the proposed KGB annexation.

June 28, 2007 Mr. Bockhorst finished preparing the preliminary report.

July 29, 2007 The KGB announced it was recruiting for a Borough Managei.
July 31, 2007 Mr. Bockhorst became aware o f the recruitment for the position.
July 31, 2007 Mr. Davis, the Department's Ethics Supervisor, was advised by
Mr. Bockhorst that he had seen a public posting for the position of manager for
the KGB and was considering applying.

Mr. Davis advised Mr. Bockhorst to talk to the state ethics attorney regarding the
Ethics Act requirements, which he did, also on the same day...

Mr. Bockhorst was advised by the State's Ethics Attorney. Judy Bockmon. how to
conduct himself in regard to his interest in the Ketchikan borough job.

As required, on August |, 2007, Mr. Bockhorst submitted an ethics disclosure to
Mark Davis indicating his intent to apply for the job.

In that disclosure, Mr. Bockhorst stated that he had recused himself from any
further action regarding the KGB annexation petition during the KBG application
process, as required by the Ethics Act.

Mr. Davis confirmed with Mr. Bockhorst that he must continue to refrain from
participation on the annexation petition.

Work relating to Ketchikan matters was reassigned to other LBC staff:
specifically Jeanne McPherren, who independently reviewed all materials in the
proceeding and prepared the Department's final report to the Commission in mid-
October.

October 13, 2007, Mr. Bockhorst was offereJ and accepted the KGB Manager
position, leaving State service on October 31, 2007.

In November, the LBC held a hearing on the KGB annexation petition, including
public comments from the City of Craig and its attorney. The Commission made
its decision regarding the annexation at a public meeting in Ketchikan on
November 7, 2007. and published its written decision on December 5, 2007. In its
decision, the Commission agreed with some of the staffrecommendations and

disapproved of others.

Department of Law's Notes re: Department Staffand Independence of the LBC

Allegation that the LBC decision was flawed because it concurred with the
DCCED reports and recommendations is without merit.

Preliminary and final reports and recommendations prepared by DCCED staffarc
required as part of the petition process under 3 AAC 110.530 [also by statute in
case of incorporation - AS 29.05.080. |

DCCED’s report and recommendation on the annexation petition undisputcdly
was not the only evidence considered and discussed by the LBC in its
proceedings. There was a full day of public hearings before the LBC. There were



briefs and public comments submitted by interested parties and persons, including
the City of Craig, and other opponents of the annexation petition.
Notwithstanding the LBC’s concurrence with DCCED’s recommendation on the
KGB annexation petition, DCCED is not the entity delegated authority by the
legislature to determine if an annexation meets standards and is in the best
interest of the state. That authority has been delegated exclusively to the LBC.
See, Pori ‘aldez Co. v. City of Valdez, 522 p.2d 1147, 1155 (Alaska 1974);
Mobile Oil Corp. v. Local Boundary Commission, 518 P.2d 92, 99 (Alaska 1974).
A recommendation from DCCED on a petition to the LBC is simply that; a
recommendation. It serves as evidence along with other evidence presented to the
LBC in public testimony and briefs submitted regarding a petition.

There is no legal basis upon which to find error simply because the LBC agreed
with DCCED’s report and recommendation in whole or in part.

The record shows that the LBC considered the impacts on education funding and
NFR distribution, based not only upon DCCED reports, but on all the evidence
submitted by opponents and interested parties (written and oral testimony
presented at the hearings and decisional meetings), and evidence that conflicted
was addressed in its decisional document.

The evidence submitted to the LBC, its discussions thereof, ind the decisional
document, constitutes a record that sufficiently reflects the basis for the decision
ofthe LBC so as to enable meaningful judicial leview. See Alvarez v. Ketchikan
Gateway BOI’OUQh, 28 P.3d 935, 940 (Alaska 2001) (threshold question on appeal
is whether the record sufficiently reflects the basis for the board's decision so as

to facilitate meaningful judicial review).
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Sonya Hymer

From: Saddler, Sally A (CED) [sally.saddler@alaska.gov]

Sent: Monday, February 25, 2008 2:32 PM

To: Sonya Hymer; Renee Limoge

Cc: Abbott, Jennifer (CED); McPherren, Lorna J (CED); Jollie, Tara L (CED); Vandor, Marjorie L

(LAW); Rolfzen, Bill J (CED); Kaci Schroeder; Nancy Barnes
Subject: National Forest Receipts Information and Tomorrow's H CRA Hearing

Attachments: LBC's NFR Conclusions 022508.pdf; NFR Overview 022508.pdf

Hi Ladies:

Attached are two documents that our LBC staff requested | forward to you regar ling HIR 30/SJR 15:

» The first is an overview of National Forest Receipts, which we use when we get questions regarding the
program.

e The second is a document that Commissioner Chrystal was going to address at thehearings on Feb. 12,
which he was unable to attend. It is a compilation of the Commission work to bring the NFR issue to the
Legislature over the last nine years in its annual reports and the School Consolidation Report. Jeannie
McPherran referenced these efforts during the H CRA work session last week.

Thank you. If you have any questions, please let us know.

For tomorrow’s hearing we will have the following folks available off-net for any questions:

¢ Lynn Chrystal, LBC Member

« Jennifer Abbott, DCCED LBC Supervisor

0 Jeannie McPherran, Local Government Specialist for the LBC

¢ Bill Rolfzen, Local Government Specialist, Revenue Sharing Programs

« Margie Vandor, Law (may have a conflict that would cause her to be a bit late)

See you in the morning!

Sally

2/25/2008
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National Forest Receipts
Overview since S atehood

Funding source: Federal government
How level of federal aid has been, is now, and will be determined:

FY 1960 - 2001: 25 percent of the annual income earned from activities
within a national fo -est was paid to the state. Alaska has two national forests, the
Tongass and Chugach. The Tongass is much larger and has historically
generated much m Dre income than the Chugach. This is because Tongass
income was derived principally from "stumpage" fees charged for commercial
logging, while incofne in the Chugach was earned primarily from campground
fees, recreation fees and mineral lease permits.

FY2002-22007: Because of drastically declining national forest receipts,
congress passed a law in 2000 altering the way in which funding was to be
determined for FY 2002 - 2007. Under the revised law, the annual payment to
the State is based on the average of the three highest payments during the
“eligibility period" oif fiscal years 1987-2000. Alaska's receives an annual
payment of approximately $9.3 million (annually adjusted for inflation). The State
allocates 98 43 percent of the payment to the Tongass and 1.57 percent to the
Chugach (the average proportion of the payments received for each national
forest during the same eligibility period of 1987-2000).

FY 2008 and beyond: Itis unknown how funding will be determined after
FY 2007. Some believe that the federal government may revert to the 25 percent

formula used priorto FY 2002.

How national forest receipts funding has been and is now distributed
by the State of Alaska:

1959 - 196$: Because no organized boroughs existed within either
national forest until 1963, all funds were retained by the State of Alaska.

1964 ~ 1991: Funds were allocated on the basis of national forest
acreage within each organized borough and the unorganized borough.
Payments were made to organized boroughs and the State retained the share for
the unorganized borough. Because the federal law required that national forest
receipts be spent on schools and roads inthe area where the payment was
generated, the Stale held the view that the legal requirement was met because
the State spent at least an amount equal to the retained unorganized borough
portion on schools bnd roads within the affected areas of the unorganized

borough.



1992 - Present: The allocation of funds to organized boroughs remained
unchanged. Howejver, unde* the revised law, the State allocates the
unorganized borough portion of the funds to cities in or near the portion of the
national forest in tfe unorganized borough, regional educational attendance
areas inor near the portion of the national forest in the unorganized borough,
and the community of Metlakatla. While payments to boroughs are based strictly
on the amount of national forest within their respective boundaries, payments to
cities and REAAs within the unorganized borough depend on student enrollment
(for REAAs and cit/ school districts) and amount of roads maintained (for cities
and Metlakatla). Additionally, the State retains a portion of the road maintenance

ding based on the miles of road it maintains outside of cities within the portion

of the unorganized borough in the national forest.

The State and federal governments pay 100 percent of basic need for
Regional Educatiortal Attendance Areas (REAAs), Despite such, the State also
pays significant am ounts of National Forest Receipts to REAAS within the
national forests (pc rticulady the Tongass). Those REAAs receive funds not
available to other REAAs outside the national forests.

LBC Conclusions regarding National Forest Receipts

Since 1999, the Commission has rejected the notion that State policy
positions concerning borough incorporation and annexation should be driven by
financial considerations such as the National Forest Receipts programs. The
Commission notes that such programs are ephemeral and may operate in a
significantly different manner or may no longer exist in a few years. In contrast,
the Commission believes that the formation of a borough or the extension of a
borough over a lafge area is a much more permanent action. Moreover, the
Commiss:on has asserted that it is poor public policy to suggest that each
annexation or incorporation proposal should be weighed to ensure that revenues
and costs are somehow balanced. The Commission is guided by Alaska's
constitution and standards established in law. These make little or no provision
for consideration of the fiscal effects on programs such as National Forest
Receipts. However, the Commission has also noted that even if financial
impacts were a relevant consideration, the adverse financial impacts on
numerous local service providers in Ketchikan Gateway Borough annexation
would have been cje minimis in terms of the percentage of the operating budgets
of each of the affected entities. (1999 Statement of Decision, Ketchikan Gateway
Borough Annexation, p. 12; 2007 Statement of Decision, Ketchikan Gateway

Borough Annexation, pp. 26-27).)

The LBC believes that the current methodology for allocating National
Forest Receipts (and other revenue programs) is an impediment to borough
formation and annexation. The Commission has repeatedly brought this issue to
the attention of the Legislature. The following excerpt from the LBC’s 2005
Annual Report to the Legislature is illustrative of the Commission’s concern;



6. Restrict National Forest Receipts and Restrict Shared
Fisheries pees and Taxes to Boroughs and Cities Within

Boroughs. |1

As noted above, the 1991 Task Force on Governmental Roles
concluded that . . recent actions by the legislature to share
National Forest receipts and Fisheries Business Tax receipts with
communitie$ in the unorganized borough have removed nearly all
of the few remaining incentives to organize boroughs." Those

issues are addressed below.
(A) National Forest Receipts

In 1964, following the formation of organized boroughs
encompassihg portions of Alaska's national forests, the State of
Alaska allocated National Forest receipts on the basis of national
forest acreage within each organized borough and the unorganized
borough. Payments were made to organized boroughs, while the
State retained the share for the unorganized borough. Because the
federal law required that National Forest receipts be spent on
schools and roads in the area where the payment was generated,
the State held the view that the legal requirement was met because
the State spent an amount at least equal to the retained
unorganized borough portion on schocls and roads within the
affected areas of the unorganized borough.

The Legislature changed the allocation of funds, effective in 1992,
Under the revised law, the State allocated the unorganized borough
portion of the funds to cities in or near the portion of the national
forest in the unorganized borough, RcAAs inor near the portion of
the national forest in the unorganized borough, and the
unincorporated community of Metlakatla.  While payments to
boroughs were based strictly on the amount of national forest
acreage within their respective boundaries, payments to cities and
REAAs within the unorganized borough depended on student
enrollment (for REAAs and city school districts) and miles of roads
maintained (for cities and Metlakatla).

In FY 2004, the five organized boroughs in southeast Alaska that
qualified for program funds received an average of $62 60 per
capita. In contrast, nineteen entities (three REAAS, nine home-rule
or first-clasS cities, six second-class cities, and one nonprofit
corporation) in the southeast Alaska portion of the unorganized
borough received an average of $333.81 per capita.



The LBC notes, in particular, that REAAs within national forests
receive func s not available to REAAs outside national forests. In
FY 2004, the three REAAs in southeast Alaska received
$1,027,546 in National Forest receipts. That amounted to $1,423
for each student in those districts (a total of 722.3 ADM [average
daily  membership] for those three  districts, including

corresponde nee students).

In addition to being a disincentive to borough formation, the existing
system creates broad opposition to certain borough annexations.
As noted in Chapter 2 of this report, the Ketchikan Gateway
Borough is expected to propose the annexation of 5,545 square
miles. Annexation of national forest lands to a borough results in
the shift of national forest funds from entities in the unorganized
borough tojthe annexing borough. According to the Department,
bhased on FY 2004 funding, it is estimated that the proposed
Ketchikan (gateway Borough annexation would shift $1,315,573
annually frqgm unorganized borough recipients to the Ketchikan
Gateway Borough. Recipients within the unorganized borough
expressed concern ov > earlier attempts by the Ketchikan Gateway
Borough to gnnex much of the area in question.

Restricting National Forest receipts funding to organized boroughs,
as was the case prior to 1992, would create incentives for borough
incorporation of the area encompassing Prince of Wales Island and
other unorganized areas of southeast Alaska. It would also re-
move impediments to borough annexations in southeast Alaska.

2005 Report of the Alaska Local Boundary Commission to the First Session of
the Twenty-fourth ~laska State Legislature. pp. 129 -131. See also, 2004, 2006,
and 2007 LBC annual reports to the Legislature and the LBC's 2004 School

Consolidation Report.



LocaC'Boundary Commission Conefitsions 'Regarding
NationaCforest Receipts in Southeast JACaska

Between 1999 Xetcfiikan (gateway Borougfi
Annexation Decision and 2007 Decision

LBC AnnualReport 1999
2000
200!
2002
2004
2005
2006

2007
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nized borough. Borough formation
would bring about consolidation of

aries and are also MaNdAed to pay a significant
portion of the State's cost of education, it can

hardly be said that organized boroughs have
not been "deprived of State services, rev-
enues. or assistance* or that they have rot
beer, 'penalized because of incorporation*
when compared to regional educational
attendance areas. Ir. the current fiscal year
alone, organized boroughs are required to
contribute approximately 5 130 million to
support education. Those are funds that the
State of Alaska would otherwise have to pay
for education If the sixteen organized bor-
oughs did not exist. The eight boroughs
formed under the 1963 Mandatory Borough
Act will contribute nearly $120 million of the

alized. Even though the unorganized
borough accounts for less than four-
teen percent of the state's popula-
tion, seventy percent of Alaska's
school districts are in the unorga-

“ox

school districts, an effect which is
commonly perceived as a loss of lo-
cal control regarding schools

In some cases, borough formation
carries the prospect of substantial edu-
cation funding reductions in the form
of eliminated supplementary funding
floors under AS 14.17.490, reduced
area cost differentials, and other fac-
tors There is at least one instance
in which funding per student would
be cut in half if a particular city school
district were included within an or-

ganized borough.

would bring about the loss of eligi-
bility by unincorporated communities
in the unorganized borough for State
capital matching grants

12 inaddicion to required local contributions, organized boroughs have budgeted more than $100 million in
— discretionary tom.dbatiOfls for theifJchOoKMhgfng theToM level oTsupport to more than $230 million in the

current fiscal year

$130 million in required Iccal contributions 2 »* Borough formation or annexation
Ed tion funding is iust le of would mean the loss of eligibility on
ucation funding is iust one example o . .
. . 9 i P the part of REAAs and cities in the
many disincentives that have incrementally . .
) - unorganized borough for National non
~crept into law over the years. Other specific .
) T Forest Receipts.
Issues include the foTiowir.g. .
-* The extension of borough govern-
— Areas of the unorganized borough ment would result in the loss of eligi-
outside of home rule and first class bility on the part of cities for federal PIIT
cities have no obligation to support payments in lieu of taxes (PL 94-565.
their schools Borough formation as amended by PL 104-333).
results in the impOSition in those ar- “o Borough formation or annexation
eas of the requirement for local con- would cause the loss of eligibility by
tributions in suppon of schools (4 unincorporated communities and
mill equivalent or 45% of basic need, volunteer fire departments in the
whichever is less). unorganized borough for State Rev-
m* The delivery of education services in enue Sharing
the unorganized borough is fraction- »* Extension of borough government
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The Commission stresses
that Itscongern over
the lack ot incentives to
form boroughs does not
apply to the same .
degree to communities
Intérested In forming
single community
borough governments.
Congerns on the part of
the Commission
regarding prospective
single community |
borough Incorporation
proposals are ,
adaressed separately in
this chapter.

C hapter 4

Policy lisuci and Concarns

T he Local Boundary
Commission wishes to bring
the following policy issues

and concerns to the attention of
the legislature:

& Substantial disincentives for

borough incorporation and
annexation are impeding the
development of local
government In Alaska. The City
of Cordova has drafted a
conceptual proposal to
promote borough formation in
unorganized areas that have
the capacity to assume the
responsibility for local
government. The Commission
urges the legislature to give
thoughtful consideration to the
City of Cordova’s proposal in
order to bring about formation
of new boroughs in Alaska.

There isgrowing ambiguity over
the aulhority of newly formed
or altered municipal
governments to levy property
taxes during the initial
assessment year after the
change. There isalso a need
fo provide municipalities with
extraterritorial authority to levy
taxes inareas detached from
those municipalities to pay
costs associated with
detachment. Further, State law
should be amended lo
recogni'.e that actions that
come bhefore the Local

Boundary Commission may
result in changes to service
areas of organized boroughs

and the unorganized borough.

The Small Community Housing
Mortgage Loan program is
having adverse impacts on
some municipal boundary
proposals. ldeally, the
program could be revised to
maintain homebuyer program
eligibility for a period after

municipal boundary changes.

Disincentives for borough
incorporation and annexation

are promoting interest in single-

community boroughs.
Despite a constitutional

requirement for such, there isa
lack of common interests within

the unorganized borough.

Substantial Disincentives
Hindering Beneficial
Borough Incorporation and

Jik

Annexation are Impeding the $«t

Development of Local
Government in Alaska

Asifhas done since the 1980s,

the Local Boundary Commission

continues to urge the legislature to

examine and address the
substantic disincentives for
borough incorporation and
annexation 1 The legislature and
the Commission have

feft "9

|**'
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Borough School District
v, State. 931 R2d 391,
398 (Alaska 1997)
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continuum of interests protected
by the equal protection clause.%
In that same case. Justices
Matthews and Rabinowitz stated
that any remedy of the perceived
Inequities must be pursued
through the legislature rather than
the courts. Specifically, they
stated:

.. .the legislature can decide
whether and how much to tax
Property In REAAS tree trom
egallﬁ maintainable claims
brought by taxpayers In other
taxing jufisdictions that Its
decision iswrong, Here, as with
State sgendlng decisions, any
available remedy must bé
pursued through majoritarian
processes rather than through

the courts.Z7

A summary of the disincentives
lor borouahlncorporation and
annexation that exist in the current

Areas of the unorganized
borough outside of home rule
and first class cities have no
obligation to financially support
their schools. Bc.ough
formation resulf>in the
imposition in those areas of the
requirement for locol
contributions in support of
schools (4 mill equivalent or
45% of basic need, whichever
is less).

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 the present
circumstance, the delivery of
education services in the
unorganized borough is



<*

fractionalized. Although the
unorganized borough
accounts for less than 14% ot
the state's population, 70% of
Alaska's school districts exist in
the unorganized borough.

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

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.

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).

pv? Boroughs Farmed Voluntartty
Ucrlli Srejic Bmo%y
Northwest Ar-tic Borough
Bristol 6 -iv Bornv>gh
tak* and Pcrtinstiia Borough

Aleutian.-, East Borough

Ornnfi BciouQfi
ity 30ft Borryygh ot Yokuf.It
ﬁ] [ﬁ;Ca‘ .%OI'Oquh

LBCKiport to the st'ortj Session o th< Winy-Flfst AUglu Statt le"UUlurc

Borough formation or
annexation would cause the
loss of eligibility for State
Revenue Sharing by
unincorporated communities
and volunteer fire departments
inthe unorganized borough.

Extension of borough
government would bring about
the loss of eligibility for State
capital matching grants by
unincorporated communities in
the unorganized borough.

Borough formation or
annexation would mean a 50%
reduction of the entitlement of
cities within the unorganized
borough to fisheries business
tax refunds from the State.

The extension of borough
government requires areawide
planning, platting, and land
use regulation. Such is
commonly perceived by cities
currently exercising those

V- Legislatively MurujAtod Botohcjhit

Fou bunks North SUr Borough
r.tutjnu'iku-Su'iitiwt Borough
Mjr-.tcifir.1ty of Anchavjgr
Kona: PvninfiuM Borough
KecTij Ktsfjttc) Borough
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Declaration of Intent. It is the intention of the legislature to provide for maximum 26 In addition to
local self government with aminimum number of local government units and required local
tax-levying jurisdictions, and to provide for the orderly transition of special service contribuDons,
districts into constitutional forms of government. The incorporation of organized organized
boroughs by this Act does not necessarily relieve the state of present service burdens. boroughs have
No area incorporated as an organized borough shall be deprived of state services, budgeted more
revenues, or assistance or be otherwise penalized because of incorporation .... Session than $100 million
Laws of Alaska, 1963, Chapter 52. in discretionary
) ) contributions for
Organized boroughs are mandated to carry out the State’s cons;, utional duty for their schools.

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
are not. Thus, contrary to the express intent of the 1963 Mandatory Borough Act,

organized boroughs are being deprived of State services, revenues, or assistance and Stats, 931 P2d

are being penalized because of incorporation. 391,398 (Alaska
1997).

27Macar.uska-
Susima Borouzh

For example, in the current fiscal year alone, organized boroughs are required by AS
14.17.410 to contribute more than $135 million to support education. Attempts by
local governments to achieve ajudicial remedy of perceived tax inequities inherent in
AS 14.17.410 have been unsuccessful. In one recent case the court concluded that
freedom from disparate taxation lies at the low end of the continuum of interests
protected by the equal protection clause.Z7 In that same case, Justices Matthews and
Rabinowitz stated that any remedy of the perceived inequities must be pursued
through the legislature rather than the courts.

281bid., 406

... the legislature can deride whether and how much to tax property in REAAs free
from legally maintainable claims brought by taxpayers in other taxing jurisdicuons
that its decision is wrong. Here, as with State spending decisions, any available
remed)%nust be pursued through majoritarian processes rather than through the

courts.

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

X 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 impaosition in those areas of the requirement for local contributions in support
of schools (4 mill equivalent or 45% of basic need, whichever is less).

X 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 the present circumstance, the delivery of educa-
tion services in the unorganized borough is fractionalized. Although the unorga-
nized borough accounts for less than 14% of the state’s population, 70% of
Alaska's school districts exist in the unorganized borough.

X In some cases, borough formation carries the prospect of substantial education
funding reductions in the form of eliminated supplementary funduig floors under
AS 14 17.490, reduced area cost differentials, and other factors.

-40-
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29 Boroughs that Borough formation or annexanon would mean the loss of eligibility on the part
Cglvjnfgrf:;d of REAAs and cities in the unorganized horough for National Forest Receipts.
typically enjoy The extension of borough government would result in the loss nf eligibility on the
abundant natural part of cities for federal payments in lieu of taxes (PL 94-565, as amended by PL
resources or other 104_333) r\tr
attributes that ' '
;“oav'fr:;fnfgh Borough formation or annexation would cause the loss of eligibility for State
particularly Revenue Sharing by unincorporated communities and volunteer fire departments
attractive for in the unorganized horough.

those regions.

Many ofthe eight  EXtension of borough government would bring about the loss of eligibility for
boroughs formed State capital matching grants by unincorporated communities in the unorganized

under the 1963 bOfOUgh.

Mandatory

Borough Act lack X Borough formation or annexation would mean a 50% reduction of the entitle-
comparable ment of cities within the unorganized borough to fisheries business tax refunds
gj;f]‘t“ggfoﬁes from the State.

thac formed X The extension of borough government requires areawide planning, platting, and
e Brictor ey land use regulation. Such is commonly perceived by cities currently exercising
Borough, Haines those powers as a loss of local control (although horoughs may delegate the
Borough, North powers to cities within the borough).

Slope Borough, . . Gy . g
Northwest Arctic X IN Some cases, borough formation carries with it the prospect of significant fund-
Borough, Aleu- ing reductions from the State for coastal zone management.

tians East

Borough, Lake  Perhaps no statistic is more illustrative of the disincentives for borough government

and Peninsula —than the fact that only 4% of Alaskans live in boroughs that were voluntarily

corougn. Denallformed.2 In contrast, 83% of Alaskans live in organized boroughs that were formed

vakutat Borough, Under the 1963 mandate from the Legislature. The remaining 13% of Alaskans live in
the unorganized borough.

It is noteworthy that the Commission's concerns are shared by at least one of the
larger and more sophisticated local governments in the unorganized borough. In
December 1999, the Council of the City of Cordova adopted Resolution Number
1299-83 urging “the executive and legislative branches of the government of the State of
Alaska to review and emend the boroughformation process.” Cordova Ciry officials have
drafted a paper outlining a concept to promote borough formation in those parts of
the unorganized borough that have the capacity to assume the responsibility for local
government,

The Local Boundary Commission has developed a separate proposal to address
impediments to borough government incorporation and annexation for consideration
by the Legislature.

-41-
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11 Hen: rule and
first lass cities
In ti e unc.ga-
nized borough
are subject to
the same laws
requiring a local
contribution in
support of
schools. How-
gver. the
remainder of the
unorganized
borough, made
up of regional
educational
attendance areas
which comprises
approximately
two-thirds of the
population of cite
unorganized
borough, has no
obligation to
make a local
contribudon. As
such, regional
educational
attendance areas
(REAAS) suffer
no reduction in
the level of State
education
foundation aid,
as is the case for
municipal school
districts In fact,
the single
purpose REAAs
In Southeast
Alaska receive
National Forest
Receipts funding
which boosts
their level of
financial aid well
beyond the basic
need determina-
tion made under
the education
foundation
formula

d Matanuska:
Susitna Borough
School District v.
State. 931 P 2d
391, 398 (Alaska
1997).

foundation aid than they
would have received had
they not been organized
as boroughs.2l Thur.
contrary to the express
intent of the 1963 Man-
datory Borough Act, or-
ganized boroughs are
being severely deprived of
State services, revenues,
or assistance and are be-
ing penalized because of
Incorporation.

In addition to the S143
million in required “local
contributions", the six-
teen organized boroughs
made 'voluntary local
contributions” of
5159,401,604 or $1,508
per student last year.
The total contributions in
support of schools by or-
ganized boroughs last
year amounted to
S302.866.353 or $2,866
per student.

Attempts by boroughs to
achieve ajudicial remedy
of perceived tax inequi-
ties inherent in the edu-
cation funding formula
have been unsuccesstul
In one recent case the
court concluded that
freedom from disparate
taxation lies at the low
end of the continuum of
interests protected by the
equal protection clause V
Justices Matthews and
Rabinowitz stated that

any remedy of the per-

celved inequities must be
pursued through the leg-
islature rather than the

courts

.. . the legislature can
decide whether and
how much to tax prop-
erty in REAAs free from
legally maintainable
claims brought by tax-
payers in other taxing
jurisdictions that its
decision iswrong. Hen

as with State spending
decisions, any available
remedy must be pur-
sued  through
majorirarian processes
rather than through the
courts.”

A summary of the disin-
centives for borough incor-
poration and annexation
that exist In the current

law follows:

Areas of the un-
organized bor-
ough outside of
home rule and
first class cities
have no obliga-
tion to financially
support opera-
tion of their
schools. Borough
formation results
In the imposition
in those areas of
the requirement
for local contribu-
tions In support
of schools (4 mill
equivalent or
45% of basic
reed, whichever
Is less).

Borough forma-
tion would bring
about consolida-
tion of school dis-
tricts in the unor -
ganized borough,

Page 23

an effect that Is
commonly per-
ceived as a loss of
local control re-
garding schools.
Under the present
circumstance, the
delivery of educa-
tion services in the
unorganized bor-
ough is fractional-
ized. Although the
unorganized bor-
ough accounts for
approximately
13% of the state's
population, the
unorganized bor-
ough encom-
passes 70% of
Alaska's school
districts.

In some cases,
borough forma-
tion carries the
prospect of sub-
stantial education
funding reduc-
tions In the form
of eliminated
supplementary
funding floors un-
der AS 14.17.490,
reduced area cost
differentials, and
other factors.

Borough forma-
tion or annexation
would mean the
loss of eligibility on
the part of REAAs
and cities in the
unorganized bor-
ough for National
Forest Receipts.
Funds would be
received by the
new borough.

The extension of
borough govern-
ment would result
in the loss of eligi-
bility on the part of
cities for federal

PIL
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payments in lieu of
taxes (PL 94-565, as
amended by PL 104-
333). Funds would
be paid to the bor-
ough.

Borough formation
or annexation would
cause the loss of eli-
gibility for State Rev-
enue Sharing by un-
incorporated com-
munities and volun-
teer fire departments
in the unorganized
borough.

Extension of bor-
ough government
would bring about
the loss of eligibility
for State capital
matching grants by
unincorporated com

munities in the un-
organized borough.

Borough formation
or annexation would
mean a 50% reduc-
tion of the entitle-
ment of cities within
the unorganized bor -
ough to fisheries
business tax refunds
from the State.

The extension of bor-
ough government re-
quires areawido
planning, platting,
and land use regula-
tion. Such is com-
monly perceived by
cities currently exer-
cising those powers
as a loss of local con-
trol (although bor-
oughs may delegate
the powers to cities
within the borough).

In some cases, bor-
ough formation car-
ries with it the pros-
pect of significant

funding reductions
from the State for
coastal zone man-
agement,

Perhaps no statistic is more
mliustrative of the effect of the
disincentives for borough gov-
ernment than the fact that
only 4% of Alaskans live in
boroughs that were formed
voluntarily.24 In contrast,
83% of Alaskans live in orga-
nized boroughs that were
formed under the 1963 man-
date from the Legislature.
The remaining 13% of Alas-
kans live tn the unorganized
borough.

It is noteworthy that the
Alaska Municipal League
shares the Commission's con-
cerns. The 2002 Policy State-
ment adopted by the Alaska
Municipal League States:

Encouragement of Mu-
nicipal Government in
the Unorganized Bor-
ough: The League supports
state policies that remove
disincentives and encuur-

Local Boundary Commission

age the formation and an-
nexation to boroughs in the
unorganized areas of the
state . .,

Call for a Review of the
Role of Government. The
fcague calls for a review of
municipal government.
to determine if state poli-
cies are consistent with the
Intent of the Alaska Consti-
tution mandating mmaxi-
mum local self-government
with a minimum of local
government units. . ." Ac-
cording to the Local Bound-
ary Commission, the state
has created significant dis-
incentives to the formation
of new municipal govern-
ments

It is also noteworthy that, the

City of Cordova, the seventh

most populous city in the

unorganized borough, has ad-
vocated for the type of reform

provided by Senate Bill 48. In

December 1999, the Council

of the City of Cordova adopted
Resolution Number 1299-83
urging "the executive and leg-
islative branches of the gov

ernment ofthe State ofAlas,

to review and amend the bor-
ough formation process "

Cordova, where officials of the seventh most populous city
government in the unorganized borough, called for reform

Similar to SB 48

| «

11

Ibid.. 406

Boroughs that
have formed
voluntarily
cyéplcally enjoy
abundant
natural
resources or
other attributes
that make
borough
government
particularI?/
attractive for
those regions.
Many of the
eight boroughs
farmed under
the 1963
Mandatory
Borough Act
la.., compa-
rable re-
sources. The
eight boroughs
that formed
voluntaril¥ are
the Bristol Bay
Borough.
Haines
Borough, North
Slope Borough,
Northwest
Arctic Borough.
Aleutians East
Borough. Lake
and Peninsula
Borough,
Denali Bor-
ough. and
Yakutat
Borough,
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organized boroughs are being severely
deprived of State services, revenues, or
assistance and are being penalized because
ofincorporation.

In addition to the $152.5 million in re-
quired “local contributions" for FY 2003,
the 16 organized boroughs made “voluntary
local contributions” of $127,172,543 or
$1,201 per student last year.24 The total
contributions in support of schools by
organized boroughs last year amounted to
$279,703,457 or $2,642 per student. The
data in Table 3-1 on the following page sets
out school districts, by type, and the re-
quired and voluntary local contribution of
each under the education foundation pro-
gram m AS 14.17.410.

Attempts by boroughs to achieve ajudicial
remedy of perceived tax inequities inherent
in the education funding formula have been
unsuccessful. In one recent case, the court
concluded that freedom from disparate
taxation lies at the low end of the con-
tinuum of interests protected by the equal
protection clause.2 Justices Matthews and
Rabinowitz stated that any remedy of the
perceived inequities must be pursued
through the legislature rather than the
courts.

[T]he legislature can decide whether and how
much to tax property in REAAs free from le-
gally maintainable claims broughc by taxpay-
ers in other taxing jurisdictions , .at its
decision is wrong Here, as with State spend-
ing decisions, any available remedy must be
pursued through majoritarian processes
rather than through the courts.-*

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

Areas of the unorganized borough
outside of home rule and first
class cities have no obligation to

Local Boundary Commission

financially support operation of
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, which-
ever is less).

Borough formation would bring
about consolidation of school
districts in the unorganized
borough, an effect that is com-
monly perceived as a loss of local
control regarding schools. Under
the present circumstance, the
delivery of education services in
the unorganized borough is frac-
tionalized. Although the unorga-
nized borough accounts for
approximately 13 percent of the
state’s population, the unorga-
nized borough encompasses

70 percent of Alaska’s school
districts.

In some cases, borough formation
carries the prospect of substan-
tial education funding reductions
in the form of eliminated supple-
mentary funding floors under AS
14.17.490, reduced area cost

diF rentials, and other factors.

Borough formation or annexation

would mean the loss of eligibility & cq
on the part of REAAs and cities ‘N
in the unorganized borough for

National Forest Receipts. Funds

would be received by the new

borough

Using a borough FY 2QC3 average daily member-
ship of 105,834 5.

M atar.uska-Siisitna Borough School District v
State, 931 P.2d 391, 398 (Alaska 1997)

Ibid., 406
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O Voluntarily roared
Borougns

O 3crougn\$ lormeC 3y 1963
Manilrtloiy Borougn Aci

L,haganlzedBorougq Konai Peninsula Borough

Population 49 691 =

Population I'gurch based on 2022
population caicu alions Iron- 'O

Cfevetgpmen

Bristol Boy Boough

Population 1.257

/

Aleutians fcasi Borough
Poouiahon 2 697

The extension ot borough guvcrn*

ilient would result in the loss of

eligibility on the part ofcine.- for

Pit* federal payments in lieu of taxes
(FL >1-a)()m). as amended by 1I'I.
101-33:3). Funds would be paid to
the borough.

Borough formation or annexation
would mean it 30 percent red tie-
lion of the entitlement ofcitio-

within the unorgani/i'd borough
to fisheries business tax refund-

from the State.

The extension of borough govern-
ment requires .ireaw ide planning,
platting and land use regulation
Such is commonly perceived In
cities currently exercising those
powers as a lo.-< of local control
(although borough.- may delegate
the powers to cities within the

borough).

Nortn Slopu Borough
Populllion 7 JAS

NoriNwtt! Arcnc Borough
Population 7.208

Denali Borougti
Population 1893

ka*.c and Peninsula Borough

Depl OF Community & Econarmic Populatior 1823

Unorganized Borough
Population 81,266

Fairbanks North Sui Borough
Popflation 82 840

/

Mataruska Susitna Borough
Population 59 322

Municipality of Anchorjgc

- Population 260 283 Hamas Borough

Population 2 392

City & Borough of Juneau
Population 30 711

City & Borough or VakuUt
Population 808

C-ty & Borough of Sitka
\ Population 8 835
Ketchikan Gateway Borough
Kodiak ii J *iiBorough Population 14070
Population 13 913

*+ In some cases, borough formation
ciirne- with it the prospect ot
significant funding reductions
from the State for coastal /.one

management.

Perhaps no statistic is more illustrative of
the effect of th«.- disincentives for borough
government than the fact that only | per-
cent of Alaskan.- live in borough.- ihai wen-
formed voluntarily ¢ In contrast. 8 mper-
cent of Alaskan- live in organized borough-
that were formed under the IfMi ! mandate

from the Legislature The remaining
15 percent of Alaskans live in the unorga-

nized borough.

Bnmugha tli.it have lormed voluntarily t\pienll>

cnjo\ abundant natural re-miree- or other at-
tributes that make borough government purlieu

hirlv attnienve for tho-c region-. Mam of the eighi
I-irough- formed under the [IMi.i Mandatory Bor-
ough Act luck comparable iv-mirce- The eight
iHirough- that formed voluntarily arc tlv Bristol
Bay Borough Haines Borough. North Slope Bor-
ough. Northwest Arcin' Borough Aleutian- hn.-t
Boroupl) Lake and Peninsula Borough. Denali
Borough and Yukut.at Borough
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Further in this re-
gard, the LBC notes
that land entitle-
ments for boroughs
have not always
been transferred as
quickly as borough
officials would pre-
fer. See, Table 3-12
for details regarding
this issue as of Feb-
ruary 2003. The
LBC understands
that additional
funds have been
appropriated forthe
State agency deal-
ing with municipal

Report to the First Session of the Twenty-Fourth Alaska State Legislature

Borough Land Entitlements - AS 29.65

N T Original Acreage Remaining
Municipality mEntitlement
Aleutians East Borough 7,633 5713
I Muhidp”ityWAnNchofage. V?jS?m'893-i
Bristol Bay Borough 2,398 349
~Denali Borough -SJS5t9,789.\'ta m ftM tnjo s |
Fairbanks North Star Bcrough 112,000 177
Haines'Borough Hsas”teBoo 5
City and Borough of Juneau 19,584 160
*kenalf?enrnsWB6rdugH?"K* m$$155,780 S
Ketchikan Gateway Borough 11,593 0
. Kodiaklsland B6rbugh'iiSSynSS .VS*&56,500A
Lake and Peninsula Borough 125,000 92,885
Matanuska-Susitna Borough AV 355,210 i
North Slope Borough 89,850 89,486
i Northwest ArcticBorough -;7285,438.; M.+>=17285,434 n
City and Borough of Sitka 10,500 0
| City arid Borough of Yakdlat.1* M21:;500 ? * >>70,033

Source; Table attached to February 28 2003. Letter from O'ck Myllus, Chief. ONR
Resource Assessment and Development Section, Division of Mining, LaI.J, and Water,
Department of Natural Resources, to Senator Thomas Wagcner. Chair, Senate
Community and Regional Affairs Committee, Alaska Senate.

land transfers and

anticipates that the

remaining entitlements will be con-
veyed expeditiously and that any fu-
ture municipal entitlement transfers
will be a priority of the State.

6 Restrict Naiignal Forest

Recejpts and Restrict Shfred
Fisheries Fees and Taxes to
Boroughs and Cities Within Bpr-
oughs.

As noted above, the 1991 Task Force
on Governmental Roles concluded that
". .. recentactions by the legislature
to share National Forest receipts and
Fisheries Business Tax receipts with

communitie- in the unorganized bor-

ough have removed nearly all of the

January 2005

few remaining incentives to organize

boroughs." Those issues are ad-

dressed below.

(a) National Forest Re-
ceivts.

In 1964, following the formation of or-
ganized boroughs encompassing por-
tions of Alaska's national forests, the
State of Alaska allocated National For-
est receipts on the basis of national
forest acreage within each organized
borough and the unorganized borough.
Payments were made to organized
boroughs, while the State retained the
share for the unorganized borough.
Because the federal law required that
National Forest receipts be spent on
schools and roads in the area where
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the payment was gen-
erated, the State held
the view that the le-
gal requirement was
met because the State
spent an amount at
least equal to the re-
tained unorganized
borough portion on
schools and roads
within the affected ar-
eas ofthe unorganized
borough.

The Legislature

changed the allocation

of funds, effective in

1992. Under the re-

vised law, the State allocated the un-
organized borough portion of the funds
to cities in or near the portion of the
national forest in the unorganized bor-
ough, REAAs in or near the portion of
the national rorest in the unorganized
borough, and the unincorporated com-
munity of Metlakatla. While payments
to boroughs were based strictly on the
amount of national forest acreage
within their respective boundaries,
payments to cities and REAAs within
the unorganized borough depended on
student enrollment (for REAAs and city
school districts) and miles of roads
maintained (for cities and Metlakatla).

In FY 2004, the five organized bor-
oughs in southeast Alaska that quali-

fied for program funds received an

averaap of $62.60 per capita. In con-

trast, nineteen entities (three REAAs,
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nine home-rule or first-class cities,
six second-class cities, and
one nonprofit corporation) in the
southeast Alaska portion of the unor-
ganized borough received an average
of $333.81 per capita.

The LBC notes, in particular, that
REAAs within national forests receive
funds not available to REAAs outside
national forests. In FY 2004, the
three REAAs in southeast Alaska re-
ceived $1,027,546 in National Forest
receipts. That amounted to $1,423
for each student in those districts (a
total of 722.3 ADM for those
three districts, including correspon-
dence students).

In addition to being a disincentive to
borough formation, the existing
system creates broad opposition to

January 2005
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certain borough annexations. As
noted in Chapter 2 of this report, the
Ketchikan Gateway Borough s
expected to propose the annexation
of 5,545 square miles. Annexation of
national forest lands to a borough
results in the shift of national forest
funds from entities inthe unorganized
borough to the annexing borough.
According to the Department, based
on FY 2004 funding, It is estimated
that the proposed Ketchikan Gateway
Borough annexation would shift
$1,315,573 annually from unorganized
borough recipients to the Ketchikan
Gateway Borough. Recipients within
the unorganized borough expressed
concern over earlier attempts by the
Ketchikan Gateway Borough to annex
much of the area in question.

Restricting National Forest receipts
funding to organized boroughs, as was
the case prior to 1992, would create
incentives for borough incorporation of
the area encompassing Prince of Wales
Island and other unorganized areas of
southeast Alaska. It would also re-
move impediments to borough annex-
ations in southeast Alaska.

by DOR to eligible municipalities un-
der the formula set out in
AS 43.75.130.

Fifty percentofany revenue nottrans-
ferred to eligible municipalities is allo-
cated to the Department for
distribution to eligible municipalities
that demonstrate s’ nificant effects
from fisheries business under the pro-
visions of AS 29.60.450.

Under the Fisheries Resource Landing
T. statutes (AS 43.77.010-200),
DOR collects a landing tax on floating
fisheries businesses and distributes it
directly to eligible municipalities ac-
cording to the formula spelled out in
AS 43.77.060. Once this allocation is
made, 50 percent of the funds not dis-

(b) Shared Fishtéfigsed by DOR to eligible municipali-

Fees and Taxes.

DOR collects fisheries business license

fees and taxes under the provisions of

AS 43.75.011 - 43.75.290. A portion
of the fees and taxes are distributed

January 2005

ties are also transferred to Commerce
for distribution to eligible municipali-
ties.
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Unorganized Borough

A* * ® o0-0

As is the case with National Forest re-
ceipts, restricting shared fisheries fees
taxes

and to organized boroughs

would create further Incentives for

borough incorporation.

Section Il. Lack of Standards
and Law Providing the Man-
ner for Establishment of Un-
organized Boroughs

Subsection A Statement of the
Issue:

Article X, section 3 of Alaska's Consti-
tution requires the Alaska Legislature
to enact laws providing for (1) stan-
dards for establishment of organized
and unorganized boroughs and (2)
methods for establishment of orga-
nized and unorganized boroughs. In
1951,
dards for establishment of Organized

the Legislature enacted stan-

Page 132

Unorganized Borough

boroughs. Laws providing the man-
ner for establishment of organized bor-
oughs have also

However, In 46 years, the Legislature

been enacted.
of the State of Alaska has yet to enact
laws providing standards and the man-

ner for establishment of unorganized
boroughs.

The absence of standards for estab-
lishment of unorganized boroughs and
the lack of compliance with the com-
mon-interest principle on the part of
the single unorganized borough act as
a significant impediment to achieve-
ment of the constitutional goals of
maximum local self-government with
a minimum of local government units
in Article X,

set out section 1 of

Alaska's Constitution.

Dr. John Bebout, a consultant to the
Local Government Committee at the

Alaska Constitutional Convention,

January 2005
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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 Commission has the statutory duty to make
studies of local government boundary problems (AS 44.33.812[a][1]).

In 1961, the founders of Alaska local government opted to make borough formation
voluntary. Legislators 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, there were substantial
disincentives to borough formation and annexation. The organized borough concept
had little appeal to most rural communities who surmised that they were better
off maintaining the status quo with the State paying for the majority of services,
especially education. Under Alaska law, boroughs that organize are mandated to
carry out the State’sconstitutional 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 are not. There proved to be other
inequities as well. Thus, contrary to the express intent of the 1963 Mandatory
Borough Act, organized boroughs are being deprived of State services, revenues, or
assistance and are being penalized because of incorporation.

A summary ofjhe disincentives for borough incorporation and annexation that exist
in the current (aw follows:” ~

e 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% of basic need, whichever is
less).

Unorganized Borough

Unorganized Borough

Pap B
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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 fractionalized. Although the
unorganized borough accounts for less than 14% of the state's population, 70%
of Alaska’s school districts exist in the unorganized borough.

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

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.

e The extension of borough government would result in the loss of eligibility on
thv. part of cities for federal payments in lieu of taxes (PL 94-565, as amended
by PL 104-333).

e Borough formation or annexation would cause the loss of eligibility for
State Revenue sharing by unincorporated communities and volunteer fire
departments in the unorganized communities and volunteer fire departments
in the unorganized borough.

e The extension of borough government requires areawide 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 w>hin 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 larger, legislatively-mandated boroughs. Local officials
from Wrangell, Nome, Petersburg, Hoonah, Unalaska, Valdez, and other communities
have 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 of borough government
in an effective and efficient manner.

local Bounckry Gommission Repart to the Second Session ot the Tinenty-Fourth Alaska legislature

pii-r
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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 tnat 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 iocai 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 horough accounts for about 12 percent of the state’s populadon, 70
percent of Alaska’s school districts exist in the unorganized borough.

m [n 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.

Borough formation or annexation would mean the loss of eligibility on the part of
REAAS and citie, in the unorganized borough for National Foresr Receipts. b

* The extension of borough government would result in the loss of eligibility on the
psLrt of cities for federal payments in lieu of taxes (PL 94-565, as amended by PL 104-
333).

m Tnc extension of borough government requires arcawide planning, platting, and
land use regulation. Such is commonly perceived by cities currently exercising those
powers as aloss oflocal 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 arc concerned about being compelled into larger,
legislatively-mandated boroughs. Local officials from Wrangell. Nome, Petersburg, Hoonah,

% The 109th Congress failed :0 reauthorize the Secure Rural Schools and Comir.uniry Self-Determination
Act. Without stich reauthorization, National. Fotest Receipts fun_d;ng,m FY 08 will revert back to the original
distribution formula which will likely resut in payments to municipalities and school districts ir, southeast
Alaska d,ecreasmgf by roughly 8 percent. An effort wes mace to Incluge the reauthorization legislation in the
Continuing, Resolution of tax extender gacka e. There is a possibility that the prtl)lgilam will be reauthorized m
February wirh die Omnibus Spendlng Bill, which would provide money for the FT' 08 distribution. However,
the program has a subsranrial cost and is viewed by a number of representatives and senators & an “earmark”- a
large expenditure that benefits some areas much more than others.
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&T|he legislature can decide whether and how much

0 tax P[operty In REAAS free from legally maintain-
able claims brought by taxpayers in dther taxing ju-
risdictions that its decision I3 wrong. Here, & with
Sate spendln% demsmns,,an_¥ available remedy must
be pursted through majoritarian processes Tather
than through the Courts.™

A summary of the disincentives for borough incor-
porapon ancTannexarion that exist in the current
law follows:

O Areas of the unorganized horough outside of
home-rule and first-class cities have no obliga-
tion to financially support operation of their
schools. Borough formation results in the im-
position in those areas of the requirement for
local contributions in support ofschools (4 mill
equivalent or 45 percent of basic need, which-
ever is less). A significant levy of taxes by the
Legislature in areas outside municipal school
districts would address, at least in part, this dis-
incentive.

O Borough formation would bnng about consoli-
dation of school districts m the unorganized
borough, an effect that is commonly perceived
as a loss of local control regarding schools.
Under the present circumstance, the delivery of
education services in the unorganized borough
is fractionalized. Although the unorganized bor-
ough accounts for approximately 13 percent of
the state's population, the unorganized horough
encompasses 70 percent of Alaska's school dis-
tricts.

O In some cases, horough formation carries the

prospect of substantial education funding reduc-

tions in the form of eliminated supplementary
funding floors under AS 14.17.490, reduced
area cost differentials, and other factors.

O Borough formation or annexation would mean
the loss of eligibility 0,, the part of REAAS and
cities in the unorganized borough for National
Forest Receipts. Funds would be received by
the new borough.

O The extension of borough ?overnment would
result in the loss of eligibility on the parr of
cities for federal payments in lieu of taxes
(PL 94-565, as amended by PL 104-333). Funds
would be paid to the borough

O Borough formation or annexation would mean
a 50 percent reduction of the entidemcent of cit-
les within the unorganized borough to fisheries
business tax refunds from the State.

O The extension of borough government requires
areawide planning, platting, and land use regu-
lation, Such is commonly perceived by cities
currendy exercising those powers as a loss of
local control (although boroughs may delegate
the powers to cities within the borough).

0 In some cases, borough formation carries with
it the prospect of significant funding reductions
from the State for coastal zone management.

In their 1971 critique of borough government, Vic-
tor Fischer and Thomas Morehouse asserted that,
“The State has never had a sound policy ... it has
been unable to cope effectively with the problems
of borough formation."®

Perhaps no statistic is more illustrative of the effect
of the disincentives for borough government than
the fact that only 4 percent of Alaskans live in bor-
oughs that were formed voluntarily.® In contrast,

Ibid., p. 4cs.
Borougk Government in Alaska, p. 138.

Boroughs that have formed voluntarily typically
enjoy abundant natural resources or other afmbutes
that' make borough government particularly
attractive for those reglons. Many of the eight
boroughs formed under the 1963 Mandatory
Borough Acr lack comparable resources. The en};ht
boroughs that forme voluntanIK are the Bnstol
Bay Borough, Haines Borough, North Slope
-Borough, Northwest Arcac-Eorotigh, Aleutians Eagr-
Borough, Lake and Peninsula Borough, Denali
Borough, and Yakutat Borough.



Impact of Wran*Vn Incorporation and Ketchikan Annexation Upon Distribution  latlonal Forest Receipt Revenues
In Southeast Alaska as a Percent of Total Education Expenses
Boroughs and Communities In Southeast Alaska based on FY '06 Data 1

New
Amended Forest Receipt
Amended |National Forest Receipt Revenues Education Payments Existing
Existing Land Road Education Project Total Forest  Education as Percent of Total Proportion Percent
Pop. (acres)4 Payment Payment Payment Receipts Expenses2  Education Expenses3 \(FF/)()JG) Change

' . vrBo'ifO.ughViij; ~ SV&SsssS P
Haines 2,241 916,193 447,936 79,047 526,983 5,811,207 7.7% 7.7% 0.0%
Juneau 30,650 1,710,847 836,45C 147,608 984,059 67,172,497 1.2% 1.2% 0.0%
Ketchikan 13,174 2,928,955 1,263,112 421,037 1,684,149 31,937,764 4.0% 1.1% 2.9%
Sitka 8,833 1,796,494 878,324 154,998 1,033,322 15,546,815 5.6% 5.6% 0.0%
Vakutat 634 1,226,416 599,807 105,813 705,420 2,827,481 21.2% 21.2% 0.0%
gell 1,911 1,650,419 711,743 40,956 948,991 5,756,654 12.4% 9.7% 2.7%

% fKi-'-W'.. . mm °
Petersburg 3,129 28,096 57,816 790,877 163.823 1,012,517 7,917,147 10.0% 11.8% -1.8%
.mom 1%
Craig 1,105 4,288 24,208 446,941 90,946 562,096 7,566,274 5.9% 7.0% -1.1%
Hoonah 829 4,224 23,561 215,682 46,181 285,425 4,160,475 5.2% 6.1% -0.9%
Hydaburg 352 192 16,052 93,584 21,183 130,799 1,205,015 7.8% 9.2% -1.4%
Kake 536 5,248 36,300 178,060 41,377 255,739 3,376,278 5.3% 6.2% -0.9%
Klawock 776 384 26,669 200,483 43,846 270,999 2,928,295 6.8% 8.1% -1.3%
Pelican 106 384 3,398 16,784 0 20,182 594,072 2.8% 3.3% -0.5%
Skagway 854 289,536 31,199 136,607 32,391 200,198 3,268,131 4.2% 4.9% -0.7%
. SjbcSritGlafes,: 'm m m Se .A3 Vam -ASi 1 SrfcsSSSSefsS A i
Angoon (Chatham) 482 14,400 23,754 N/A 0 23,754 0 0 0 0.0%
Coffman Cove (Southeast Island) 162 6,656 48,002 N/A 0 48,002 0 0 0 0.0%
Gustavus (Chatham) 441 18,688 82,621 N/A 15,948 98,570 0 0 0 0.0%
Kasaan (Southeast Isiand) 59 3,392 26,164 N/A 0 26,164 0 0 0 0.0%
P Mexander (Southeast Island) 64 2,432 3,861 N/A 0 3,861 0 0 0 0.0%
jkee Springs (Chatham) 109 8,832 7,722 N/A 0 7,722 0 0 0 0.0%
Thorne Bay (Southeast Island) 482 16,320 88,033 N/A 16,992 105,025 0 0 0 0.0%
>Fe'deTal.LaW; y o» re.- k-:> |
Metlakatla 1,404 83,328 89,845 N/A 17,343 107,188 0 0 0
r.REAA’s - % yri o .ifl’ *

Annette Island 374,775 72,342 447,117 5,326,229 7.0% 8.3% -1.3%
Chatham 245,076 47,307 292,384 2,760,891 8.9% 10.5% -1.6%
266,305 51,404 317,710 4,178,202 6.4% 7.5% -1.1%

Southeast Island

' Soiree: DCCED website and published reports
2 Figure includes all moneys expended on education from local, state, and federal sources per DCCED staff.

3 Note that for Boroughs Road and Education payments are combined. For all others, only the education payment Is used,

4 Note that acreage figures for Boroughs, Home Rule Communities are National Forest acreage figures. All other figures are area figures for the political subdivisions
5 Based on a projected 25.61% decrease In total payments to the unorganized borough resulting from Ketchikan's annexation @nd Wrangell's Incorporation

and a value of 57.5 cents an acre tor organized boroughs gand the unorganized borough. EXHIBIT | Q

PageJ »f L



} IN THE SUPERIOR COURT FOR THE STATE OF ALASKA
) FIRST JUDICIAL DISTRICT AT KETCHIKAN

5 CITY OF CRAIG, ANNETTE ISLAND
6 SCHOOL DISTRICT,
ORGANIZED VILLAGE OF KASAAN,
7 CRAIG CITY SCHOOL DISTRICT,
3 CITY OF KASAAN,
KLAWOCK CITY SCHOOL
DISTRICT, NAUKATI WEST, INC.,
SOUTHEAST ISLAND
10 SCHOOL DISTRICT, CITY OF
THORNE BAY, PRINCE OF WALES
L COMMUNITY ADVISORY COUNCIL,
» HOLLISCOMMUNITY COUNCIL
CITY OF KLAWOCK, HYDABURG CITY
11 SCHOOL DISTRICT, CITY OF HYDABURG
HYDABURG COOPERATIVE ASSOC.
14
Appellants,

THERLL

17 LOCALBOUNDARY COMMISSION,

18 Appellee.
19 Case No. IKE-08-004 ClI
g AFFIDAVIT OF BILL ROLFZEN
) 2
STATE OF ALASKA )

) S.S.
FIRST JUDICIAL DISTRICT )

Bill Rolfzen, being first duly swt ti, deposes and says:

24

% l. | am a Local Government Specialist for the Department of Commerce,

0 BX

ATTORNEY

#  Community & Economic Development (DCCED), Division of Community and

Page lof4

AFFIDAVIT OF BILL ROLFZEN
Case No. IKE-08-004 ClI

City ofCraig. el al v. LBC



ATTORNEY GENERAL. STATE (F ALASKA

aweno COURTHOUSE

FO BX 11030 JUNEAU ALASKA 99811

PO

14

16

17

5
2

]Regional Affairs in Juneau, Alaska. | have held this position for 20 years. In my
|Icapacity as a 'real Government Specialist for DCCED, my responsibilities include
administering community financial assistance programs including state revenue sharing,
shared fisheries business tax, fishery resource landing tax, payment in lieu of taxes, and
national forest receipts. As the national forest receipts program administrator, | am
responsible for the calculations regarding the effect on the money distribution in
S.F.. Alaska as to forest receipts, school funding, etc. that were included in the
preliminary and final reports to the Local Boundary Commission regarding the petition
to annex land that is the subject o f the above-captioned appeal.

2. Up until 2000, the National Forest Receipts Program annual payment to
the State for distribution to boroughs (organized and unorganized) was based on 25% of
the annual revenue generated by the National Forest. The majority of the annual
revenue generated within the Tongass National Forest was derived through “timber
stumpage fees” charged to commercial timber companies for harvesting trees from the
National Forest. Historically in Southeast Alaska, the majority of the timber harvesting
occurred within the Unorganized Borough on places like Prince of Wales Island,
Etolin Island, Zarembo Island, Kupreanof Island, Kuiu Island, Chichagof Island, and

Wrangell Island. The cuirent distribution of funds under the Secure Rural Schools

Program is based on the average three highest years of annual National Forest Receipts

Lpayments to the State during the period 1986-1999.

AFFIDAVIT OF BILL ROLFZEN Page 2 0f4
(iiy of( 'ring, el ulv LBC Case No. IKE-08-004 ClI
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3. Although it is part of the Tongass National Forest, to my knowledge, no
trees were cut and no timber stumpage revenues were derived from within the
Misty Fiords National Monument. This means that the geographic area being annexed
by the Ketchikan Gateway Borough (KGB) "ontributed little to the past income from
which National Forest Receipts payments are based but could result in forest receipts
going to the KGB by annexing the National Monument acres from the unorganized

borough.
4, The state’s current National Forest Receipt Program regulations,

3 AAC 132.060, require DCCED to calculate a borough’'s payment “based upon the

area of the national forest located within its boundaries as of September 30 of the state
fiscal year immediately preceding the application year". For example, the FY 08

payments DCCED is currently distributing aie based upon the September 30, 2006

borough acreage figures. If the KGB annexation becomes effective March 15, 2008,

the first year the KGB would sec the annexation affect its National Forest Receipts

payment would be in FY 10. And, FY 09 distribution will be based on the acreage

within the KGB as of September 20, 2007. If the current program is not reauthorized

by Congress and the program reverts back to the 25% formula, DCCED would no

longer need to use prior year acreage and the KGB annexation could impact the FY 09

distribution

5. The National Forest Receipts Program was established in 1908. If the

Secure Rural Schools Program is allowed to sunset this year, the program will revert

Page 3o0f4
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I ('ity of ( raitf, etul » LBC

1



14

16

17

24

25

26

back to the 25% formula.

In- my opinion, it is highly likely that this program will

continue in some form for as long as there are National Forest lands.

Further your affiant sayeth naught.

Bill Rolfzef

-SWDORN TO AND g ¢ 57 JBFD betore me this [6lhdayj@faniary, 2008,

STATE OF ALASKA
Angela J. Hobbs

Notary Public
My Commission Expire? With Office.

AFFIDAVIT OF BILL ROLFZEN
('ityofCraig, ela! V. LBC

Notary public in an™/for Alaska Sy -
My Commission Expires: [ / J 0 \\

Page 4 0f4
Case No. IKE-08-004 ClI



Municipality

Home Rule
Petersburg
Wrangell

First Class
Craig
Hoonah
Hydaburg
Kake
Klawock
Pelican

Second Class
Angoon
Coffman Cove
Gustavus
Kasaan
Port Alexander
Tenakee Springs
Thome Bay

Federal Law
iMetlakatla

REAA'S
Annette Island
Chatham
Southeast Island
ITOTAL LOCAL
ISTATE

IGRAND TOTAL

Road Miles

2490
11.67

9.35
9.10
6.20
14.02
1030
110

769
15.54
30.01
847
125
2.50
34 64

34.90

N/A
N/A
N/A
| 21w
| 18750

| 40014

Road MileS

575,717.71
$35,486.97

528,432.15
$27,671 93
$18,853.41
$42,633.02
$31,320.98
$3,344 96

$23,384.30
$47,255.15
591,256.56
$25,756 1S
$3,801.09
$7,602.18
5105,33580

5106,126.43

N/A
N/A
N/A
1 S67397882
| 557016346

| 51,244,142.28

ADM

588.55
354.74

361.55
152.95
79.60
103.55
140.45
14.95

N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

282.35
194.82
186 90

| 2,46041

| NIA

| 2,460.41

STATE OF ALASKA
FY 08 NATIONAL FOREST RECEIPTS - FINAL PAYMENTS
TONGASS NATIONAL FOREST-UNORGANIZED BOROUGH

‘DOT/PF FUNDED AT $170,000 AND PROJECTS @ 15%*

‘¢4PROJECTS $ DISTRIBUTION BASED UPON SCHOOL & ROAD PAYMENTS**
“ *ENTITIES < $100,000 EXEMPT FROM PROJECTS EXPENDITURES***

School S

5892,826.73
5538,138 40

$548,469.13
$232,024.21
$120,752.71
$157,084.71
$213,061.79
522,67v.06

N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

$428,323 21

5295,540 74

$283,526 15
| $373242085
| N/A

| $3,732,426.85

First Stage
Total School &
Road 5

5968,544.44
5573,625.37

5576 901 28
$259,696.14
5139,606 12
$199,717 74
5244,382.77
526,024.02

$23,384 30
$17,255.15
591,256 56
525,756.18
$3,801.09
57,602.18
5105,335.80

5106,12643

$428/323 21
5295540 74
5283,526 15
| $4,406,405 07
| $570,16346

| 54,976,569.13

State
Redistribution
>$170 K

587,957.42
$52,09323

$52,390.73
$23,584.05
512,678.19
$18,137.17
522,193.38
52,363.35

52,123.62
54,291.43
58,287.38
$2339 02
$345 19
5690.38
59,565.97

$9,637.77

538,897 76
526,839 25
525,748 15
| 54(»)t03 46
| $170,000 00

| $570,16.1.46

Preliminary
Total School &
Road 5

51.056,501.87
$625,718,61

$629,292.01
$283,280 20
$152,284 31
$217,85491
$266,576 15
528,387.36

525,507.93
551,546.58
599,543.94
528,095.21
54,146 28
58,292.56
5114,901 77

5115,764 19

$4n7,220 97

5322,379 99

5309,274 30
| $4,806,569 '3
| SLI0(X1)00

|  $4,976,569.13

Preliminary
Projects $

5193,035.62
$114,326.33

5114,979 23
551,758.70
527,824 18
539,80472
548 706.67
$5,186 71

51,660.61
59,418 18
$18,18788
55,133.33
$757.58
51,515.15
S520,99394

S521,151.51

$85,366.90

558,002.71

556,508 14
| $876,218 08
| 0K

| 5878,218.08

Final Total
National Forest

Receipt Payment

51,249,537.48
5740,044.93

$744,271.24
$335,038 90
$180,108.49
S5257.659.62
$315,28282
533,574 08

$30,168.53
$60,964.76
$117,731 81
533,228.54
$1,90386
59,807.72
$135,895.70

$136,915.71

$552,587 87
$381,282 70
$365,782 44
j 5508478721
| SI7(1.000I%)

|  55.854,787.21

Final
Road
Payment

$81,820.67
S538.347 28

$30,723.82
$29,902233
$20,373.02
$46,069.31
$33,845.50
$4,31539

530,168.53
$60,964.76
598,611.97
533,228 54
$4,903.86
$9,807 72
$113,826.02

5114,680 37

N/A

N/A

N/A
5751,389 08
SI'0006(X)

5721,589.08

Final
School
Payment

$964,789.88
5581,513.14

$592,676.54
$250,725 70
$130,485.56
5169,745.97
$230,234.88
$29,258.08

N/A
f A
N/A
N/A
N/A
N/A
N/A

N/A

5462,846 69

5319,361 76

$306.378 77
| $4,038,017 58
| N/A

| $4,038,017.58

Final
Projects
Payment

$202,926.94
$120,184 51

$120,870.87
$54,41087
$29,249.91
$41,844.35
$51,202.45
$0 00

$0.00
501)0
$19,119 84
50.00
50 00
50.00
$22,069 09

$22,235 34

589,741 18

$61,920 94

$59,403.67
| $895,180 55
| %000

|  $895,180.55



State Capitol, Room 11

SENATOR ALBERT M. KOOKESH Juneau AK, 99801-1182
ALASKA STATE LEGISLATURE SENATE DISTRICT C  907-465-3473
888-288-3473

FAX 907-465-2827

For Inmediate Release: February 20, 2008
Senator Cries Foul Over Borough Land Grab

(JUNEAU) - Sen. Albert Kookesh, D-Angoon, is fighting the proposed annexation by
the Ketchikan Gateway Borough (KGB) of more than four thousand square miles of
uninhabited land lying outside its boundaries. Senator Kookesh is sponsoring Senate Joint
Resolution 15, which calls for the annexation to be stopped.

“*Annexation T land . a serious issue with long term consequences that can permanently
affect acommunity,” said Kookesh. “This proposed annexation was defeated more than
ten years ago and 1still don'tsee any good reason for it to go forward.”

The annexation plan is deeply opposed by people living in the unorganized borough
because it will take away $1.2 million in education funding and other state revenues
while not delivering any level of public services in return. Senator Kookesh is also
concerned about inconsistencies in the Local Boundary Commission’s decision in favor
of the annexation and the lack of public support on this matter.

SJR 15 moved out of the Senate Community & Regional Affairs Committee and Senator
Kookesh has requested a hearing in the Senate Finance Committee

SJR 15 has a companion resolution in the House. ILJR 30. sponsored by Representative
Bill Thomas.

For more information, contact Senator Kookesh at (907) 465-3473.

Htttf



Superintendent's Office Metlakatla High School
(907) 886-6332 (907) P86-6000
FAX: (907)886-5130 FAX: (907) 886-5120

C.R. Leask Sr. Middle

Business Office
(907) 886-6009 School
FAX. (907) 886-5130 e (907) 886-6003
Annette Islands School District FAX: (307) 886-6019

P.O. Box 7 « Metlakatla, AK 99926

Special Education
Accredited by Northwest Accreditation Association R.J. Elementary School

(907) 886-6020
FAX (907) 886-4122 (907)886-4121
FAX (907) 886-4120

Honorable Representative Thomas,

Please find enclosed some Newspaper articles and information you may find informative
as it relates to Ketchikan's Annexation o f the unorganized borough in Southeast Alaska

As a District representative | would like you to know that in talking top members o f the
Metlakatla Indian Communities Tribal council, the community like the School District is
strongly opposed to the annexation 04,700 square miles ofthe unorganized Borough
here in Southeast

At the very least the Local Boundary Commission (LBC) should hold us harmless for
educational Federal Forest Receipt revenues for a period ofno less than five years;
Especially since the Ketchikan Gateway Borough and the LBC commissioners repeated
state that the annexation “is not about Forest Receipts” but is about providing additional
Borough services This is difficult rhetoric to understand when the Ketchikan petition
excludes Hyder from the annexation proposal And Myers Chuck has organized with
Wrangell, against their will

In corresponding with Senator Kookesh he spates that you, like himself, are opposed to

Ketchikan's $1,600,000 revenue and land grab

Honorable Representative your assistance in drafting and sponsoring legislation will be
greatly needed early in the next session ifthe LBC's approval decision is to be stopped at

the state legislative level.
Respectfully, /
N

Mr Agenbroaa

Superinteiyd”™nt ASID
11/29/20(57

“EDUCATION IS EVERYBODY'S BUSINESS IN METLAKATLA"
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Craig, CCA

Suggest Bockhorst had conflict in

IyNews

VOL 79 NO. 254 (USPS 293-940)
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seek probe

KGB's annexation petition

could not be reached for comment.

By ANDREW DAMSTEDT
Daily News Staff Writer

The City of Craig and Craig
Community Association have asked
the governor's office to investigate a
possible conflict of interest of the
incoming Ketchikan Gateway
Borough manager regarding his
involvement in the borough's annexa-
tion petition.

An Oct. 19 letter to Gov. Sarah
Palin, signed by Craig city adminis-
trator Jon Bolling and Craig
Community Association tribal presi-
dent Millie Stevens, asks that the
Nov. 6 Local Boundary Commission
public hearing be canceled until an
investigation by the Attorney
General's office.

"We truly cannot believe that you
will allow the LBC to go forward on

.his petition without conducting a full
investigation into these circum-
stances,’ the letter states.

"We request that you consider the
devastating impact on the school chil-
dren in the unorganized borough of
the loss of $1,200,000 per year in
school funding, which cannot be
allowed constitutionally or under the
unquestionable appearance of a
direct and serious conflict of inter-
est."

Sharon Leighow, the governor's
deputy press secretary, said the letter
has been forwarded to the Attorney
General's office and the Department
of Commerce, Community and
Economic Development for review.
The LBC operates under the state
commerce department

Bolling was traveling Monday and

The letter alleges that shortly after
Dan Bockhorst, a state local govern-
ment specialist, wrote the prelimi-
nary report recommending that the
Local Boundary Commission approve
Ketchikan's annexation petition, he
applied for the vacant borough man-
ager position.

Borough Manager Roy Eckert
resigned in June, effective Oct. 31.
The borough did not begin advertis-
ing the position until July 29, accord-
ing to Deputy Borough Clerk Kacie
Paxton. The Ketchikan Gateway
Borough Assembly hired Bockhorst
Oct. 13, and his first day is Thursday.

The preliminary report was pub-
lished June 30, and Bockhorst told
the Daily News that he completed the

See 'Craig letter," page 3

Cordovans disappointed

Supreme Court

By JEANNETTE J. LEE
AP Business Writer
ANCHORAGE — For most of the year thick rain Jouds
lend a somber air to the once-thriving fishing '.own of
Cordova, whose economy has never quite recovered from
the Exxon Valdez oil spill in 1989
On Monday the town was downright glum as news
spread that Exxon Mobil Corp. had convinced the U.S.
Supreme Court to step in on the battle over additional
compensation for about 33,000 spill victims.
The supertanker accident sent Il million gallons of
thick, black crude pouring into Prince William Sound,

killing thousands of fish, se,sllbirdﬁ, gtt%rsc and other marine
nil m ill e .

Upset

accepted

oil-spill appeal
prices down. It's a really dark day."

The news reached the town of 2,200 by 6 a m. Monday,
setting the streets, coffee shops and giocery store abuzz
with the news by breakfast.

By mid-morning, Patience Anderson Faulkner, a volun-
teer at the Exxon Valdex Oil Spill Information Center, had
discussed the pending review with about 20 people.

The decision feels so negative," Faulkner said. People
have said, You know, this is what lexpected, it's the giant
stepping on the little ant.”

Faulkner, 60, has worked with plaintiffs' attorneys for
nine years, gathering personal information from the thou-
sands of people claiming damages. Because she is Alaska



#aig letter

major analysis for the report by June 11. He said he
did nqt learn of the.vacant nganager position until
tlie *ivéekend of July 28 and that he did not apply
foY the position until Aug.-1-1

Bockhorst said when he first thought of applying
for the job, he told the department's ethics super-
visor Aug. 1 that he was considering the job and
excused himself from any future proceedings.
Another staff member, Jeanne McPherren, wrote
the final report that was published earlier this
month, and she also recommended approval of the
annexation petition.

Kathy Atkinson, LBC local government special-
ist, said the department did not believe that
Bockhorst has a conflict of interest. She said it
would be unlikely that the hearing would be post-
poned because the letter was sent too late for that
to be considered.

T* letter refers to the 1999 LBC decision which
rejected Ketchikan's annexation proposal because
Hyder and Meyers Chuck were excluded.

The letter states that Bockhorst submitted the
2007 preliminary report ‘completely reversing his
recommendation of 1998. Although nothing had
changed, he now stated to the LBC that the
Constitution had sufficient 'flexibility' to allow
KGB to annex the uninhabited land and exclude
Hyder. Shortly after submitting that report, he

KETCHIKAN AND METLAKATLA

-») muiuu auu QUIONVA

applied for the KGB borough manager position.’

Bockhorst recommended in 1998 that -lhe LBC
reject the annexation petition-and said that recom-
mendation reflected 'forijnerl Gov. Tony -Knowles'
administration policy direction. Bockhorst said he
had encouraged the borough, to apply for annexa-
tion in 1998 in a letter becapfie borough expansion
is a constitutional goal of the state.

He said he doesn't believe that he has been
inconsistent in his position in regard to Ketchikan
borough annexation.

Lamar Cotten, former deputy commissioner of
Department of Community and Regional Affairs,
said he made the 1998 decision to not recommend
approval of Ketchikan's petition even though he
knew Bockhorst supported the petition.

Cotten said he made that decision because
Meyers Chuck and Hyder weren't included as well
as how timber receipts would be distributed that
the administration.

The Ketchikan borough submitted the petition
again in 2006, excluding Hyder and including
Meyers Chuck. Bockhorst recommended approval
in his June 30 preliminary report.

Boiling and Stevens' letter iso outlines the effect
annexation could have on surrounding unorganized
boroughs, which could lose $1.2 million each year
in forest receipts.
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Tuesday will be rainy, heavy at
times. The highs will be around 46.
Winds will be from the southeast at
30 mph with gusts to 40 mph.
Chance of rain 90 percent.

Tuesday night will be rainy,
heavy at times in the evening The
lows will be around 36 to 42, Winds
will be from the southeast at 20 to
30 mph with gusts up to 40 mph in

ALASKA

the evening, Chance of rain 100
percent.

Wednesday will be rainy and
breezy. The highs will oe around
46. Winds will be from the south at
25 mph. Chance of showers 70 per—
cent.

Wednesday nicht will be rainy.
The lows will be around 38. Chance
of showers 100 percent.

LOCAL TIDES

High

Tuesday

4:27 am714.4*

4:07 p.m./16.5'
Low 9:55 a.m./4.2' 10:53 p.m./-0.8'

Continued from page 1

In Sept. 4 written comments responding to the
preliminary report, Bolling had also brought up the
alleged conflict-of-interest issue. He requested then
that the LBC reject the petition bedihsettiie'.aiihex-
ation petition does not include Hyder.

The LBC is expected to hold d public hearing
Saturday in Wrangell on the Wrangell borough peti-
tion. The City of Wrangell submitted a petition to
incorporate a Wrangell borough, which also
includes 191-square miles are that the Ketchikan
Gateway Borough seeks to annex. That area
includes Meyers Chuck.

A public hearing on the Ketchikan petition is
scheduled for Nov. 6 at 9 a.m. in the Ketchikan City
Council chambers. A decisional meeting on both
petitions will be Nov. 7, also in City Council cham-
bers, beginning at 10 a.m.

If the LBC recommends approval of the
Ketchikan annexation, the commission will present
the boundary changes during the first 10 days of
the regular session of the Alaska Legislature in
January.

The proposed boundary changes would become
effective either 45 days after th-. presentation or at
the session's end, whichever comes First, unless the
Legislature disapproves the petition by a resolu-
tion.

andrew @ ketchikandailynews.com

Wednesday
High 5:227 a.m/13.3' 5:06 p.m./1<9'
Low 10:56 a.m./5.3' 11:58 p.m./0.7’

U.S. TEMPERATURES
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No conflict for
new manager

LB C
as planned

By ANDREW DAMSTEDT
Daily News Staff Writer

The director of the Division of
Community and Regional Affairs
found no reason for a conflict of
interest investigation into the new
Ketchikan Gateway Borough manag-
er's involvement in the borough's
annexation petition.

Tara Jollie, division director, con-
cluded there was no reason to sup-
port a conflict of interest claim
against Dan Bockhorst, former state
local government specialist, or
request m investigation.

She a ,0 wrote that Thesday's Local
Boundary Commission hearings wili
not be canceled. The division pro-
vides staff support to the Local

TUesday hearing w

division

i1l go on

director says

Boundary Commission.

Craig City Administrator Jon
Bolling and Craig Community
Association TVibal President Millie
Stevens sent a letter, dated Oct. 19, to
Gov. Sarah Palin asking that the LBC
hearing on Thesday be canceled until
a conflict of interest investigation by
the Attorney General's office could
be completed. Jollie's letter
Wednesday was addressed to Bolling
and Stevens and released to the Daily
News by the governor's office.

Sharon Leighow, the governor's
deputy press secretary, said Jollie's
letter was the official response from
the governor's office, but said the
Alaska Department of Law had yet to

See 'No conflict claim," page 2

450/40"
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Continued from page 1

conflict claim

review the original complaint.

Neither Bolling nor Jollie returned phone calls by the Daily News request-
ing comment.

Bockhorst said Thursday he had no comment on Jollie's decision .

The letter from Bolling and Stevens alleged that shortly after Bockhorst
wrote the preliminary report recommending the LBC approve Ketchikan's
annexation petition, he applied for the vacant borough manager position. The
letter also alleged that Bockhorst reversed his position on annexation from his
recommendation to deny of 1998.

Jollie noted in her response that Bockhorst does not set policy direction and
the 1998 decision was based upon a prior administration's policy direction.

Jollie wrote that she carefully reviewed official division records, going over
the timeline of events. She wrote that Bockhorst began his analysis of the
Ketchikan annexation proposal on March 26 am. concluded his analysis on
June 28, with the preliminary report being published June 30. In that report,
Bo- 'horst recommended the LBC approve Ketchikan's petition

Former Borough Manager Roy Eckert resigned in June, but his last day was
not until Wednesday. The borough began advertising for a new manager July
29. Bockhorst applied for the job Aug. 11and was chosen for the job Oct. 13.
He started Thursday.

Jollie wrote that Bockhorst told his ethics supervisor Aug. 1 that he had
interest in applying for the borough manager job. The final analysis on the
Ketchikan annexation petition was given to Jeanne McPherren, who complet-
ed the report Oct. 15. McPherren also recommended approval of the petition.

The LBC will conduct a public hearing Saturday in Wrangell on the
Wrangell borough petition. The City of Wrangell submitted a petition to incor-
porate a Wrangell borough, which also would include a 191-square mile area
around Meyers Chuck that the Ketchikan Gateway Borough seeks to annex.

A public hearing on the Ketchikan annexation is scheduled for TViesday at 9
a.m. in the Ketclukan City Council Chambers. A decisional meeting on both
petitions is Wednesday, also in the City Council Chambers, beginning at 10 a.m.

andrew @ ketchikandailynews.com
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February 11,2008

To:  Senator Donny Olsen, Chair. Senate Community and Regional Affairs

Representative Anna Fairclough. Chair, House Community and Regional Affairs |
I UAI.

A

From: Dewey Skan Jr., President. Alaska Native Brotherhood Grand Camp

Re:  HJR 30 and SJR 15 Opposing the Ketchikan Borough Annexation

Dear Senator Olsen and Representative Fairclough:

On behalf of the Alaska Native Brotherhood Grand Camp, | 'am writing to support the
Ketchikan Alaska Native Brotherhood Camp Number 14's opposition to the decision of
the Local Boundary Commission to allow the Ketchikan Gateway Borough to annex
4510 miles of uninhabitant lands. If this annexation is allowed to go forth, the scenario
would be disastrous to our southeast school districts that would loose the forest receipt
funds. These funds are crucial for the survival of our small rural schoals.

The intent of the legislation is to correct acourse of action by the Ketchikan Borough to
annex lands and capture funds which were never intended for their borough to the
detriment of other communities in Southeast Alaska. Clearly this is not the intention ol
the Local Boundarv Commission or the intention of our State Constitution to burden
smaller communities for the benefit of a larger borough or communitv. This
unconstitutional act will cause communities to bring a court action against Ketchikan and
that would onlv cause a rift between communities which mas never be settled without the

court svstem intervention

We also question whether the Ketchikan Borough manager has a conflict of interest since
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One Sealaska Plaza, Suite 40b. Juneau, Alaska 99801

February 22, 2008

Anna Fairclough, Co-Chair

House Community and Regional Affairs Committee
House of Representatives

Alaska State Capitol

Juneau, Alaska 99801

Re: Support of HIR 30 and SJR 15 and disapproval of the annexation of territory to the
Ketchikan Gateway Borough

Dear Representative Fairclough:

Sealaska Corporation writes to expiess its concern regarding the annexation of territory
to the Ketchikan Gateway Borough (Borough) and supporting both HJR 30 and SJR 15.
Sealaska Corporation is licensed by the State of Alaska as a for profit corporation.
Sealaska is the Southeast Alaska regional corporation formed under the Alaska Native
Claims Settlement Act and is owned by approximately 19,000 Alaska Native
shareholders with its corporate headquarters located in Juneau, Alaska.

Sealaska owns over 7,000 acres of land plus the right to over 1,400 additional acres
currently located within the exterior boundaries of the unorganized borough. Sealaska
isopposed to the proposed annexation by the Borough because no increased benefits
or services would result from this annexation for the annexed landholders e.g. fire
department services, law enforcement, infrastructure investment and maintenance, to
name a few. Moreover, the annexation will disrupt the rural community schools that rely

on the current land holdings for their funding.

The annexation should be prohibited to prevent the negative impacts that will occur to
the schools in the unorganized borough of Southeast Alaska. Atissue is more than 1.2
million dollars for community schools including Craig, Hoonah, Hydaburg, Kake,
Kasaan, and Klawock. Should the annexation be approved, the Borough receives a
substantial windfall to the detriment of the rural community schools. To approve the
annexation would unjustly enrich the Borough at the expense of the current K-12
education system, and the school children in our rural communities.

Letter to Representative Anna Fairclough
Co-Chair, House Community and Regional Affairs Committee

February 22, 2008
Page 1of 2



We request you reject the Borough’s application submitted to the Local Boundary
Commission to annex land outside the current borough boundaries by supporting both
HJR ?0 and SJR 15. Sealaska respectfully request that you please distribute this letter
to your committee and colleagues. Should you have any questions please contact me
and know that Sealaska is available for additional comments and/or testimony on this
issue. Thank you for your time and consideration and | look forward to hearing your

response.

Sincerely,

Rick Harris
Executive Vice President

Senator Bert Stedman, Co-Chair, Finance Committee
Senator Albert Kookesh

Representative Bill Thomas

Senator Kim Elton

Representative Beth Kerttula

Representative Andrea Doll

Governor Sarah Palin

Letter to Representative Anna Fairclough
Co-Chair, Hnuro Community and Regional Affairs Committee

February 22, 2008
Page 2 of 2
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Sonya Hymer

From: Bob Blasco [rpblasco@hsgblaw.com]

Sent: Tuesday. February 19. 2008 4:46 PM

To: Rep. Anna Fairclouph; Rep. Gabrielie LeDoux
Cc: Kaci Schroeder; Igc@hsgblaw.com

Subject: Comments Related to CRA Committee Work Session of February 19. 2008

Attachments: cummentstoCRA2-19-08signed.pdf
Dear Representative Fairclough and Representative LeDoux,

We have accepted your invitation to forwerd comments to you electronically related
to the CRA work session this moming. We represent the communities of Craig,
Thome Bay, Coffman Cove, Hydaburg, Kake, Kasaan, Klawock; the schodl districts
of Annette Island, Craig, Kake, Klawock, HydaDurg, and the Southeast Island School
District; and the Organized Village of Kasaan, ther?—lydaburg Cooperative
Association, the Prince of Wales Community Advisory Council, the Hollis Community
Council, and Naukati West, Inc.

We appreciate the opportunity to provide comments on behalf of these communities,
school districts, and organizations. Attached is our letter with our comments. On
behalf of our clients, we thank you for your consideration of their concems and

interests, and continue to urge the adoption of House Joint Resolution 30

Respectfully,
Bob Blasco
Robert P. Blasco

CONFIDENTIAL

The informration contained inthis el is confidential and is intended only for the use
of the individual or entity towhom it is addressed.  If you are nat the intended redpier,
or the person responsible for delivering it to the intended recipient, do not copy, use ar
disclose this email arany of its contents. lf])%lnhave received this email inanar,
please immediately notify us by telephore. Kk youl.

93D Gla 'S"Vﬁ" ﬁ'}gymsﬁ £
acier Hi - Suite
Juneau, AK %g)l

Phone 907 5863340

Fax 907 5366318

Call 907 7231314

2/19/2008
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HOFFMAN, SILVER, GILMAN & BLASCO
JUNEAU OFFICE

WASHINGTON, D.C. AND
VIRGINIA OFFICE A PRO_Fl_I%_SSIONA+_ CORPORATION
10n
February 19,2008
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CRILAL [V

ANCHORAGE OFFICE

EmtothMAN
ACMiaiOIN NASI«NOTON.OC *
A/0 ALASKA

On Behalf of: ANNETTE ISLAND SCHOOL DISTRICT, NNLAASIRGISSONA
ORGANIZED VILLAGE OF KASAAN, CITY OF CRAIG

CRAIG CITY SCHOOL DISTRICT,

CITY OF KASAAN, CITY OF KAKE, KAKE SCHOOL DISTRICT,

KLAWOCK CITY SCHOOL

DISTRICT. NAUKATI WEST, INC., SOUTHEAST ISLAND

SCHOOL DISTRICT, CITY OF THORNE BAY, PRINCE OF WALES COMMUNITY ADVISORY
COUNCIL, HOLLIS COMMUNITY COUNCIL,

CITY OF KLAWOCK, HYDABURG CITY

SCHOOL DISTRICT. CITY OF HYDABURG,

HYDABURG COOPERATIVE ASSOCIATION

The Honorable Anna Fairclough, Co-Chair

House Community and Regional Affairs Committee
House of Representatives

Alaska State Capital

Juneau, AK 99801-1182

The Honorable Gahrielle LeDoux, Co-Chair

House Community and Regional Affairs Committee
llouse of Representatives

Alaska State Capital

Juneau. AK 99801-1182

Subject: House Joint Resolution 30

Dear Representative Fairclough and Representative LeDoux:

On behalf of the above communities, school districts, and tribal entities, | listened to the Committee

work session on February 19, 2008 with the Local Boundary Commission and DCCED staff. At the

conclusion of the work session, you invited electronic comments. We respectfully request mat you consider

the following comments, which arc primarily directed at answering questions posed hv each of von and other

Committee members. We will use a numbered format for ease of organization.



Comments to CH 1Committee
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Many questions were raised about the national forest receipts program. Commissioner Chrysta!

1
stressed several times that the receipts arc “ transitory*’ and the Local Boundary Commission does not

“ put stock in something that is transitory.”

RGSpOﬂSE: As Mr. Rolfzen staled, the national forest receipts program has existed since 190S and will
continue to exist, regardless of whether the Secure Rural Schools Act is extended. Although the exact
amount of the forest receipts for the unorganized borough communities is not known, the annexation bv the
KGB will decrease those funds to the above communities by 22%. All of the above communities and school
districts will lose this federal funding if the annexation is not disapproved, even if the Congress docs not

extend the Secure Rural Schools Act.

Additionally, Commissioner Chrystal failed to auvise the Committee of the loss of the Payment in Lieu of
Taxes federal funding. The communities in die Prince of Wales/Outer Ketchikan Census district, which
include the communities listed above, will lose 50% of their federal PLLT funds, which is unrelated to the
national forest receipts. In fiscal year 2008, the PILT funds for these communities totaled approximately
$598,000. If the legislature does not disapprove this annexation, this federal funding will be lost to these
communities. As one Representative commented in (he meeting today, ihese amounts will have a significant

adverse impact on these communities, regardless of what the technical percentage is of the amount to an

overall budget analysis.

2. Commissioner Chrystal was asked whether the Local Boundary Commission considered the impact

of the loss of the forest receipts funding on the above communities. He answered yes.

Response: At the hearing before the Local Boundary Commission on November 6, 2007, Commissioner
Ketchum, Chair of the Commission stated: “Ijust want to make that mention to you, because we hear a lot
about the National Forest Receipts. It has nothing to do with borough formation. It’'s basically out of the
picture on the borough formation on the National Forest Receipts.” (Tr, p. 90) The LBC did not consider
the impact of the loss of the national forest receipts on the educational services in the above communities.
The impacted communities, school districts, and tribal organizations listed above believe the LBC had an
obligation under A.S. 29.06.040 to consider the impact under that statutory “bests interests of the stale"

standard.

Additionally, Commissioner Kctchum's remark about “borough formation” demonstrated a lundamentul
misunderstanding by the Commission of the differences betweci borough formation and the annexation of
additional uninhabited land by an existing borough. Commissicier Chrystal made a similar statement in the
work session today when lie said the Constitution “encourages borough formation.” The KGB petition

proposes annexation to an existing borough, not borough formation.

3. Ms. Vandor stated the Constitution requires the entire stale to “eventually" be divided into boroughs,

and therefore, the framers of the Constitution anticipated annexation.

We have a fund..mental disagreement as to the plain words of the Consutution. Article X,

Response:
"The entire state shall he divided into boroughs, organized or

Section 3 ot the Alaska Constitution states:
(emphu is added) The unorganized borough, of which the above communities and tribal

unorganized."”
Importantly, the

organizations are a part, have the same Constitutional status as the organized boroughs.
Constitutional framers considered a draft of Article X. Section 3 that would have deleted the words "or
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unorganized," but they rejected that draft. The framers considered, and rejected, the concept that the entire

state must be divided into organized boroughs.

Commissioner Chrystal stated that the Commission listened to testimony from “both sides" of the

4.
A Representative also asked whether there was any objection from

KGB petition, for and against.
anyone in Ketchikan to the petition.

Response: No private citizen or resident of the Ketchikan Gateway Borough suokc in favor of the petition at
the hearing. All of the testimony for the petition came from KGB Assembly members, former assembly
members, its attorney, other employees, and its paid consultant. Wc believe that the reason the KGB

Assembly directed that the petition be filed as a "legislative option" rather than a “ voter option" was to avoid

a public vote in the Ketchikan. Wc do not believe this petition would have received a favorable vote from

the people of Ketchikan.

5. Ms. McPherren stated that the reason KGB did not include Hyder in its petition was because of the

luck of a“community of interest.”

Response: The reason KGB did not include Hyder is because KGB would have been required to provide all

services to Hyder that are presently being provided to Hyder by the Stale. KGB did not want any of those

financial obligations, although it clearly wants the potential multi-million dollar windfall every year from the
forest receipts. The LBC is required by regulation to determine whether a petition is in the “ best interests of
the state.” The regulation requires the LBC to ask whether the petition relieves the slate of any of the State’s
present responsibilities in the area. The answer as to the KGB petition is that it docs not relieve the State of

any responsibilities because the State must still provide all services to Hyder.

A Representative asked Mr. Brandt-Erichsen if the KGB would have gone through with the petition ti
Hyder had to be included. He responded that he did not know.

0.

KGB knew that the LBC had denied this petition in 1999 because the LBC said that without

Response:
KGB made a conscious decision in 2006 to make

Hyder the petition “violated" the Alaska Constitution.
another run at the LBC without Hyder, knowing that the LBC had already decided the petition was

unconstitutional without Hyder included. As KGB's attorney. Mr Brundt-Erichscn would likely have been
involved in the decision of the Assembly to direct the preparation of this petition without Hyder. The simple
answer is that KGB did not and would not go through with the petition if Hyder were included because it

dues not want the expense of providing services to the people of Ilyder.

7. Questions were asked as to whether the LBC could have required that Hyder be included in the
petition now. One Representative accurately slated that the LBC decision simply puts Hyder “back

on the table again" in five years.

Response: The LBC did luvc the authority to require KGB to annex 1llyder now. which would have been
consistent with its 1999 decision, consistent with the Alaska Constitution, and consistent with the best
interests of the State. The LBC did exactly tnat in 1999— and KGB refused to amend its petition to include
Hyder in 1999 Additionally, the LBC had the authority in deciding on the 2006 petition to amend the
petition to include llyder, allow ing a five year period to accomplish the transition of services from the Slate

to KGB for | lyder. Instead, the LBC approved the annexation recognizing that KGB cannot lie forced to tile
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a petition to annex Hyder, once it has achieved the annexation allowed by tfr LBC decision, and that KGB is
not likely to file a petition in five years to annex Hyder and KGB has made no commitment to do so.

8. Questions were asked as to whether the annexation could be approved as to the land, U with the
provision that tiie national forest receipts distribution would remain unchanged. Ms. Vandor

responded that the LBC could do that with federal approval.

RGSpOﬂSG: The LBC did have the authority to approve the annexation of the land without a change in the
If federal approval would be required, it would

recipients of the national forest receipts by simply saying so.
It is not clear that federal

and should be up to KGB to obtain that approval, or forego the annexation.
approval would be necessary because, as Mr. Rolfzen stated, the national forest receipts distribution is

actually administered by the State.

Additionally, KGB could simply agree to forego the national forest receipts. This is an easy solution that
meets the needs of KGB, all of the above communities, school districts, and tribal organizations, and the
Stale. KGB would get all of its land; the communities and school districts would not lose the millions of
dollars annually in educational funding. The fact that KGB will not agree to this solution seems aclear

acknowledgment by KGB that the annexation is a “ money grab.”

There is precedent for KGB agreeing to forego the national forest receipts. The Municipality of Skagwav
passed a resolution to forego the $600,000 in borough formation grant funds if the LBC approved the
petition by the Skagway Petitioners to form a borough in the Skagway region. The LBC did approve the
petition to create the Skagway borough. The people who petitioned to form the Skagway borough made it
plain that it was not about what money the borough could get, and backed that up by obtaining the resolution.
KGB could have done the same. If this proposed annexation were not about getting the $1,200,000 per year
in forest receipts, then KGB could have agreed to forego those funds so the children in the above
communities, schools, and tribal organizations do not suffer such a tremendous loss of educational services.
Rather, KGB chose to request annexation of the essentially uninhabited land to obtain the national forest
receipts, and without providing any educational services in the area proposed to be annexed, leaving that

financial responsibility to the State with substantially less funding.

On behalf of the communities, school districts, and tribal organizations listed above, we appreciate the
opportunity to provide these comments. We are available to answer questions or provide other information

upon the request of the Committee.

Respectfully,

Robert P. Blasco

cc The Honorable Bill I'iumas
The Honorable Al Kookesh
Jon Bolling. Craig City Administrator
Richard Carlson, Klawock Superintendent of Schools
Brett Agenbioad, Annette Island School District
Marjorie Vandor, Assistant Attorney General



PETER CAFFALL-DAVIS
Willow Street Box 77
Hyder, Alaska 99923

(250) 636-2594
pcaffalldavis@starband.net

February 20, 2008

Alaska House of Representatives
Community and Regional Affairs Committee

Reference HJR 30

Dear Representative Co-Chair Fairclough and other Committee Representatives:

In an effort to provide you with the information you requested regarding the Forestry
Timber receipts, detailing how the KGB annexation will reduce the revenues to the
affected school districts and municipalities throughout the Unorganized Borouyh, both
in actual dollar amounts and as percentages of both school and municipal budgets, |
have put together some information I'believe will be informative.

First Imust say that the person most aware of the individual numbers for each of the 18
school districts who could best answer your questions in the form of complete list
itemizing the amounts and percentages for every school and municipal district is away

on vacation until next week.

Like you I have endeavored to understand these various numbers and percentages we
have all been hearing. In my inquiries on your behalf today Icame up with two good
examples. One which Ihave been informed is representative of nearly all the affected
communities and school districts lIjcated within municipalities having taxing authorities.
The Superintendents of the Craig School District and Southeast Island School Districts
helped me understand their positions and provided the numbers. [found this informa-
tion quite helpful. Itis my hope and belief that it might also help you better understand
the various percentages being reported in testimony.

First, there are two ways that funding for schools in the Unorganized Borough are
handled.

For school districts located within a municipality (where there is a taxing authority) there
is a formula used to calculate the amount of school funding each municipality is re-
quired to provide. lam told this amount is derived from a formula that uses the value of
all taxable property located within the municipality. Inour example, the Municipality of
Craig on Prince of Wales Island, that figure is $400,000 - $440,000.

This annexation will reduce the Federal Timber receipts going to the municipality of
Craig by $130,000.


mailto:pcaffalldavis@starband.net

To further flesh out the numbers in our example the Craig School District budget is
about $6.8 million. This includes all State & Federal funding, grants and monies from
all revenue sources used foreducation. The City of Craig municipal budget however is
only about $2 million. We can see the school budget is more than three times the

municipal budget.

As we learned above, Craig’s municipality requirement to fund their school district is
approximately $400,000. For years, the municipality of Craig has been using Federal
Timberreceipt to pay for ALL of its required contribution toward school funding and
education ($400,000). And rightly so, as education and roads are the only two uses for

which Timber Receipts may be used.

This reduction of $130,000 is about 1.9% of Craig’s School Budget. However, the
$130,000 reduction in timber receipts represents about 32% of Craig's requirement to

fund their school district (130,000 of $400,000 is 32%).

We know Craig's municipal budget is less than 1/3 that of their school district budget, or
only about $2 million. That $130,000 reduction in timber receipts will have to be made
up entirely from the municipal budget. We can see $130,000 is about 6.5% of Craig's
annual municipr’budget of $2 million. This large reduction in Craig’s municipal budget
is extreme, both as the dollar Figure of $130,000, and as 6.5% of their total municipal
budget. True, the $130,000 may only be about 2% oi Craig's total school budget, but
the impact on the community is more than three times that percentage or 6.5%.

Similar percentages I'm told will be found for virtually every school district that is located
within a taxing municipal authority within the Unorganized Borough. So we can see that
the 1%-2% of school budget figure often used is somewhat misleading with regard to
the impact these reductions would have on communities as a whole.

Now for those school districts located in the Unorganized Borough but not within any
taxing authority or municipality; they are governed by Rural Education Administrative
Area (REAA) guidelines. The situation for these schools is a bit different. There are no
minimum requirements for funding by a local or regional taxing authority because there

is no local or regional taxing authority.

All responsibility to fund schools in the REAA category falls upon the State and the
Federal government. For school districts governed by REAA, any reductions in funding
cannot be made up from another source as they can be for school districts located
within taxing municipalities. For these rural schools any reduction in funding translates
into a corresponding reduction in programs and services. Itmust be so as there is no
other contributing entity to help fund the REAA. school districts.

I'm told in the example of Southeast Island School District (SISD) which operates eight

schools in SE Alaska, all under the REAA guidelines in remote towns and villages
(none of which are within taxing authorities) the reduction in Timber Receipts would be

2



$80,000 if the annexation becomes law. The SISD total budget for these eight schools
is about $6 million. So we can see in this case the impact is about 1.4% of the total
school budget. This may be more in line with the percentages we are hearing from the
KGB in their petition, subsequent briefs, and testimony. Butwe perhaps need to realize
that while that may be a small amount in percentages, in these cases there are no other
funds available for the REAA school districts to tap intr to help offset these funding

reductions.

[hope this information helps you. our Representatives, understand the different per-
centages we have all been hearing about how Federal Timber receipts impact our

schools and small rural southeast communities.

When you asked me as a citizen to help obtain this information for you yesterday |
agreed to do my best arid to do itas quickly as possible. lam notin any way an expert
in these matters. Ispent the entire day speaking with school district superintendents,
listening, learning and trying to get the simple truth about the issues to which Ibelieve

you were seeking answers.

A more detailed list for each of the 18 school districts outlining their proposed reduc-
tions in Forestry Receipt amounts, those amounts as a percentage of their respective
school budgets, and also as a percentage *ftheir respective municipal budgets when
applicable, does not seem to be available through any sources I'm aware of for at least
another week. Certainly not before you hearing tomorrow morning. If you would like
me to continue working on obtaining this list for your into next week please let me know.
Jon Bollling, the man I'm told would be best able to prepare such a list should return

from his vacation by then.

If there is any way Ican be of further help please don’t hesitate to ask. Iremain your
willing servant, dutiful resident of the Unorganized Bo.ough, and proud citizen of our

Great State and Country.

[thank each and every one of you for ongoing efforts.

Sincerely,

Peter Caffall-Davis
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February 22, 2008

Anna Fairclough, Co-Chair

House Community and Regional Affairs Committee
House of Representatives

Alaska State Capital

Juneau, Alaska 99801

Re: Support of HIR 30 and SJR 15 - Objecting to the annexation of territory to the
Ketchikan Gateway Borough

Dear Representative Fairclough:

The Southeast Alaska Native Economic Futures Coalition (Coalition) writes in opposition
to the annexation of the territory to the Ketchikan Gateway Borough and in support of
both HIR 30 and SJR 5. The Coalition's objection to the annexation is due to the
negative impacts that will occur to the schools in the unorganized borough of Southeast
Alaska. Specifically, at stake is over 1.2 million dollars for commjnity schools including
Craig, Hoonah, Hydaburg, Kake, Kasaan, and Klawock. If the annexation is approved,
the Ketchikan Gateway Borough stands to receive a substantial windfall to the detriment
of these community schools. Itis unconscionable to approve the annexation as it would
unjustly enrich Ketchikan Gateway Borough at the price of the current K-12 education
system, and ultimately the school children in Craig, Hydaburg, Kasaan, and Klawock.

We request you disapprove the Ketchikan Gateway Borough's application submitted to
the Local Boundary Commission to annex land outside the current borough boundaries
by supporting HIR 30 and SJR 15. In addition, | request that you please distribute this
letter to your committee and colleagues. Should you have any questions please contact
us ar d know that we are available for additional comments and/or testimony. Thank
you for your time and consideration and | look forward to hearing your response.

icerel,

Dewey Skan
Chair

c: Senator Bert Stedman, Co-Chair, Finance Committee
Senator Albert Kookesh
Representative Bill Thomas
Senator Kim Elton
Representative Beth Kerttula
Representative Andrea Dell
Governor Sarah Palin
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ALASKA NATIVE BROTHERHOOD
AND
ALASKA NATIVE SISTERHOOD
Ketchikan Camp #14
P.O. Box 6704
429 Deermount
Ketchikan, Alaska 99901
Phone: (907) 617-9R4H

February 11. 2008
Dear Sir:

RE: HJR30 and SIRI5

I'nc Alaska Native Brotherhood/Alaska Native Sisterhood (ANB/ANS), Camp #14, Kelchikan
strongly OBJECTS to the Annexation of land the Ketchikan Gateway Borough (KGB) is

proposing.

Our Objection focuses main!) on the detrimental impact this Annexation Plan will have on the

Alaska Native Subsistence rights of our local native citizens. Rights KGB and other

Governmental entities seems to be ignorant about. Traditional native subsistence areas within
KGB has been basically shutdown since our Community natives have been re categorized as
Currenliy, our traditional subsistence usage areas within KGB are

“Urban Indians” once again.
Local Alaska natives have been pushed out to the

inaccessible because of this “Urban” label.
furthest boundaries o f their traditional land and sea food gathering sites trying to cek out scarce

native foods I'ne Governmental entities do not seem to understand why Alaska Natives arc
continuing to seek traditional subsistence foods when there is so much to be had at the local
They do not understand that it is in our Cultural, thousands

Safeway and A&P Grocery Stores.
This Annexation proposal will

and thousands of years of Cultural beating through our blood.
foster governmental attempts to further cut o ff Alaska natives from traditional food gathering

sites in our local area It will further efforts to “assimilate” Alaska natives to the white cultural

only. If this Annexation is approved b> the Alaska Legislature, trnditional food gatherers living
within KGB will once again he pushed farther and farther out into geographical areas that may
vetv well be “inaccessible" to the majority of local Alaska natives without great expense

Therefore, on behalf of all the local "urban” Alaska natives living in KGB. we OBJECT to

KGB’s proposed Annexation and urge a“No” vote on its approval. Send it back to them with a

clear message that if the rights of its native citizens will not be protected by them, than the

Alaska Legislature will do it for them

Guualeliccsh. Howaa, Uocykshin! Thank you!
Sincerely.

Joseph Reeves. President
ANB Camp *<14 Ketchikan



WHERE STUDENTS’ LIVEAND LEARN IN THEIR GREAT OUTDOORS

SOUTHEAST ISLAND SCHOOL DISTRICT
PROFILE:

Southeast Island School District (SISD), is a
Regional Education Attendance Area, currently
operating eight remote schools on Prince of
Wales Island, Baranof Island, and the mainland.
Our district encompasses 2 million geographical
acres of marine waters and islands. The region
istemperate rain forest; densely forested is-
lands give way to marine waterways of Alaska’s
Inside Passage. Our children are our priority

idwe are committed to providing them with

e best education possible.

« FY 08 enrollment is 140 students.

« Six sites are single teacher, K-12 and
correspondence study program.

« Five member schooi hoard.

« Eight active Advisory School Councils.

+ All stakeholders have the opportunity to
engage in collaborative planning, problem
solving, and decision making.

* Quality education for all students in a safe
learning environment.

« Kayaks, bikes, snowshoes, shooting and
archery programs.

« SISD iscomprised of small communities
that support their youth, contributing to
youth sense jf belonging to community
and district.

1854 Fax907-8286257

LEGISLATIVE PRIORITIES

Vocational Education

CIP list projects: Hyder new construction,
Port Protection gym and generator, Thorne
Bay repairs.

Continued implementation of ISER $.
Forward fund education.

Include pre-K early education in BSA.
Prevent suicide and drug/alcohol abuse.
Financial support to help students meet and
go beyond standards.

Relief for high energy costs.

HOW ARE THE CHILDRENY

All sites meet and exceed AYP

Two of the top ten schools in the state.

Use of VTC to provide highly qualified and
special education instruction.

Student voice valued

Strategic Plan in place.

COHO classroom aides working with high
impact students.

Enhance student opportunities through funds
provided by grants

Utilize community volunteers to provide a
wider range of educational opportunities for
students.

Schorl breakfast, lunch and snack program.
Individual attention given each student; help-
ing them achieve .heir life goals.

THANK YOU FOR YOUR COMMITMENT TO EDUCATION!
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Sonya Hymer

From: Sonya Hymer
Sent: Monday, February 11, 2008 3:22 PM

To: Sonya Hymer
Sub ect: KW, Hyder CIP

Froir: Carol Denton [mailto:rustyfish@missouristreet.com]
Sen Monday, February 11, 2008 2:31 PM

To: Kaci Schroeder

Cc: Pete Caffall-Davis; Pablo Larkin

Subject: Re: Hyder CIP

Kaci,
| lid see that there is a committee hearing for HJR 30 tomorrow. Thanks for asking about our

relationship with Ketchikan Borough: It is non-existent. | have lived here 5 years, and the only KGB
representative in town flew in and had the plane stand by while he zipped up to the community building
0 post a notice about a hearing on annexation. 1believe that none of the current KGB Assembly
members have ever spent any time here, they have no idea what our life is like here. We certainly were
not consulted about being included in the Borough, and get the impression that we are the necessary
evil connected with their being able to annex all that Forest Service land with it's lovely timber
receipts. |am not optimistic that they will try to build a relationship with us.

Lwill : this to Pete Caffall-Davis, who has been handling the annexation battle for Hyder, and also to
Paul Larkin, the former town Administrator. Perhaps they will send comments also.

Carol

On Feb 11,2008, at 1:34 PM, Kaci Schroeder wrote:

Carol,

Just wanted to confirm with you that | did receive your CIP request with the color photos in the mail today
Thanks!

Also, we have HJR 30 Opposing the KGB Annexation up tomorrow. |was just wondering if anyone consulted
Hyder before the directive was made to include you guys in the Ketchikan Borough within 5 years. | understand
that they are supposed to begin building a relationship with you guys. Are you optimistic that that will happen?

Just curious about Hyder's perspective

Thanks,
Kaci Schroeder Hotch

Legislative Aide to Rep. Thomas
1-888-461-3732

2/11/20C8
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INTHE SUPERIOR COURT FOR THE STATE OF ALASKA
FIRST JUDICIAL DISTRICT AT KETCHIKAN

CITY OF CRAIG, ANNETTE ISLAND

SCHOOL DISTRICT,
ORGANIZED VILLAGE OF KASAAN,

CRAIG CITY SCHOOL DISTRICT,

CITY OF KASAAN,

KLAWQCK CITY SCHOOL

DISTRICT, NAUKATIWEST, INC.,
SOUTHEAST ISLAND

SCHOOL DISTRICT, CITY OF

THORNE BAY, PRINCE OF WALES
COMMUNITY ADVISORY COUNCIL,
HOLLIS COMMUNITY COUNCIL

CITY OF KLAWOCK, HYDABURG CITY)
SCHOOQL DISTRICT, CITY OF HYDABURG,
HYDABURG COOPERATIVE ASSOC.

Appellants,

V.

LOCAL BOUNDARY COMMISSION,

Appellee.
Case No. IKE-08-004

AFFIDAVIT QF JON BOLLING IN SSUTF;\PPRT OF AJPPELLANTS.IMftnQN TO

Jon Bolling, being first duly sworn, states as follows:

L 1am the City Administrator for the City of Craig and have been the City
Administrator for five years,

2. | am familiar with some of the issues relevant to the appeal o f the Local Boundary
Commission's decision regarding the Ketcliikan Gateway Borough's annexation petition.

3. The fact that the National Forest Receipts (NFR) payments will change in 2009 if

Congress does not reauthorize the Secure Rural Schools Program (6cc LBC Opposition to
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Appellants’ Motion for Stay, p. 10) constitutes an Immediate change and impact to the
Appellants because It Impacts the next scheduled payment the Appellanta would receive. From
that standpoint, the impact to NFR is immediate if the KOB petition is submitted to the
legislature and not disapproved by the legislature. Forexample, municipal school districts in the
Unorganized Borough have a statutory requirement (AS 14.20.140) to notify tenured teachers by
March 15 if the district cannot afford to maintain staffing levels. The School District
representatives among these Appellants have expressed this serious and immediate concern to
me and the Superintendent for the Klawock School District testified about this impact at the LBC
hearing. Municipal school districts may find it necessary to notify teachers o f non-retention.
This causes needless anxiety among school staffs, and needlessly affects sohool services because
of staff uncertainties.

4, The impact to Appellants from the loss o f fhnding is significant and well beyond
the 2% estimate alleged by the KOB. A more meaningful comparison o f the impact of losing
National Forest Receipts is to compare the NFR payment to a community’s local contribution to
its school district, in part because the NFR, under state law, may be counted toward a
community's required contribution under state law. First class and home rule cities in the
Unorganized Borough, just like organized boroughs, must support their school districts
somewhere between the required local effort (four mils o fa community’s real and persoual
propertyvalue-AS 14.17.410.b.2) and the funding cap (equivalent to an additional two iU of
acity’s real and personal property tax base, or 23% of a district's basic need - AS 14.17.410.C.|
& 2). In Appellant City of Craig’s case, the required local effort is approximately $430,000, and
its cap approximately 51.2 million. Craig's 2007 NFR payment of 5594,437 is 138% of the

community’s required local effort, and about 50% of Its cap.

Allldmitoflon fialllnpln Support») Appellant*
Motion to .Stay



01/13/2008

14:30 9078262453 BOB BLASCO PAGE 03/04

B. Regarding the differences in per pupil allocation ofNational Forest Receipts
between KGB and Craig and Klawock referenced on p.15 0fKGB's Opposition to Appellants'

Motion for Stay, four important points must be considered:
A. The NFR program is not designed to be distributed solely on a per-pupil basis.

B. Citiea in die Unorganized Borough did not receive NFR payments from the State
of Alaska until 1991, despite a Brlor forty years of high volume commercial
timber harvest from within the boundaries o fthe Unorganized Borough that
yielded exactly zero dollars in NFR payments to dtics and their municipal school

districts in the Unorganized Borough.
C. Mauy, many millions mere hoard feet were logged from the Unorganized

Borough than from within either the existing or proposed KGB' borough
boundaries (sec affidavit from Bill Rolfocn in LBC's Opposition to Appellants'

Motion for Stay).

D. The State of Alaska's own statutes (AS 14.70.160) and research (Alaska School
District Cost Study Update January 31, 2005, prepared for Alaska Legislative
Budgot and Audit Committee) show that the cost to educate prcK-12 students in
the unorganized horough is significantly higher than in the KGB.

6. Given the complexities of the funding formula for the Payment in Lieu of Taxes
Program, the annexation may result in a loss of finding to appellants within the Prince of
Wales/Outer Ketchikan Census Area without a commensurate gain for the KGB. leaving
appellant communities with significant financial losses wholly independent of the NFR

program. These important federal Amding contributions to our communities may be lost forever

mffntovtt o fJon Boltlny In Support o f ApptfHunt*
Morion to Sfuv
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Aaat. Attorney General
Bon 110300

Jnncau, AK 99811

Seott-Brandt Eriehjcn
Borough Atttniy

Ketchikan Gateway Borough
344 Front St

Ketchikan, AK *39(11

Leroy W. Wilder

Attorney For The Mcilakada Indian Community
101 sw Main Streoi. Suita 1800

Porttend, OR 97204-3226
LwildcnaHk-Law.Cnin

Phone: 503-287-7975

Fan: 303-225-1237

Ime* T Brennan..............ccoeeeennne, .

1227 W. 9*Avc. Suite 300
Anchorage. AK 99501-32>8
Phone: 907-279-3328

Ft*;, 907-278-0877

loewne McPherren

Department Of Commerce, Community, and Economic Development
350 West 8cvonth Avenue, Suite 1770

Anchorage, AK 99501-1510

E-Mail:

Fan: 90' 269-4339

" Iwe—

Cornmiaaioner, Department Of Commerce, Community, and Economic Development

530 West Seventh Avenue, Suite 1770
Anchorage, AK 99301-3310

B-Mail: LBCiUiaLga

Fax: 907-269-4339

Peter Caflall-Davi*

PO Bo* 77
Hyder, AK 99923

LavricGyto-Chemm

Affidavit o flan Boiling In Support ofAppellants
Motion to Stay
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On Behalfof: ANNETTE ISLAND SCHOOL DISTRICT, CITY OF COFFMAN
COVE, CITY OF CRAIG, CITY OF HYDABURG, CITY OF KAKE, CITY OF
KASAAN, CITY OF KLAWOCK, CITY OF THORNE BAY, CRAIG CITY SCHOOL
DISTRICT, CRAIG COMMUNITY ASSOCIATION, HOLLIS COMMUNITY
COUNCIL, HYDABURG CITY SCHOOL DISTRICT, HYDABURG COOPERATIVE
ASSOC., KAKE CITY SCHOOL DISTRICT, KLAWOCK CITY SCHOOL DISTRICT,
KLAWOCK COOPERATIVE ASSOCIATION, NAUKATIWEST INC., ORGANIZED
VILLAGE OF KASAAN, PRINCE OF WALES COMMUNITY ADVISORY
COUNCIL, SOUTHEAST ISLAND SCHOOQL DISTRICT

February 7, 2008

The Honorable Anna Fairclough, Co-Chair

House Community and Regional Affairs Committee
House o f Representatives

Alaska State Capital

Juneau, Alaska 99801-1182

The Honorable Gabrielle LeDoux, Co-Chair

House Community and Regional Affairs Committee
House o f Representatives

Alaska State Capital

Juneau, Alaska 99801-1182

The Honorable Donny Olson, Chair

Senate Community and Regional Affairs Committee
State Senate

Alaska State Capital

Juneau, Alaska 99801-1182

Subject: House Joint Resolution 30 and Senate Joint Resolution 15: Disapproval of
Local Boundary Commission Recommendation Regarding Annexation by the Ketchikan

Gateway Borough
Dear Senator Olson, Representative Fairclough, and Representative LeDoux:

We are a subcommittee o f representatives of the Tribal Organizations,
Municipalities, and School Districts, who urge the adoption o f House Joint Resolution 30
and Sena'z Joint Resolution 15. Our Tribal entities, communities and school districts
have appealed the decision of the Local Boundary Commission to approve the Ketchikan
Gateway Borough annexation of4,510 acres of essentially uninhabited land to the
Alaska Superior Court. We write in response to the letter sent to you by the Chair of the
Local Boundary Commission, dated February 1, 2008.
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For convenience, we will set out our response by each point in the letter of LBC.

1. We firmly believe the LBC decision did not comply with the Alaska Constitution
and the applicable statutes and regulations. Our Statement o f Points on Appeal to
the Superior Court outlines numerous constitutional violations in the decision, as
well as statutory and regulatory violations. O fparticular importance are the
violations ofArticle X, Sections 1and 3 of the Alaska Constitution, and
violations of due process as to our Tribal entities and community associations.

2. We encourage the Committees to review the transcript from the LBC hearing on
the KGB Annexation petition. We have provided the transcript to Representative
Thomas and hope it will be distributed. The transcript demonstrates the immense
harm to our children because o f the loss of not only the national forest receipts
funds, but the Payment in Lieu of Taxes federal funding on which our

communities rely.

3. The Orderofthe LBC did not “direct” Ketchikan to file a petition to annex Hyder
within five years. Although the decision discussed whether KGB or LBC or
“staff' might file a petition to annex Hyder within five years, the Order actually
entered by the LBC did not do so. The entire Order states:

“On the basis set out in Section H o f this decision statement, the
Commission determines that the Petition, as amended to delete the
approximately 191 square mile areaof Myers Chuck and Union Bay,
meets al! the applicable Constitutional, statutory, and regulatory standards
for borough annexation and is in the best interest o f the State. According,

the Petition, as amended, is approved.’

There is no “Order” directing the KGB to file a petition to annex Hyder. We do not
believe the omission o f that directive from the Order was an accident or a mistake. As
written, KGB is not compelled to do anything. What if KGB does not file a petition to
annex Hyder in five years? Will the LBC “dismantle” the Borough? We seriously doubt
it. The LBC carefully constructed its decision and Order in a manner that does not
require KGB to annex Hyder, and when they fail to do so, as they surely will, we will
have no recourse.

4. There are only two differences between the 1997 petition and the 2006 petition.
In 1997, KGB did not include Meyers Chuck/Union Bay. In 2006, it did, but the
LBC amended the petition to delete Meyers Chuck/Union Bay. The second
difference is the boundary line creating the Hyder enclave. The boundary line
encircling Hyder followed the ilow of the river in the 2006 petition; it followed a
slightly different route in the 1997 petiti a. That boundary line change had no
significant or practical impact as to the amount o f uninhabited land to be annexed

in either petition.
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5. We understand that the LBC “adopted” the position o f the LBC in 1999 that the
loss o f the national forest receipts by our school districts and communities * is not
a bar to the development of boroughs or their extension.” Although we disagree
with that position by both LBC bodies, what is important is that the current LBC
ignored the Constitutional findings of the LBC in 1999, without any constitutional
change in the interim. In 1999, the LBC stated unequivocally: “...the
constitution calls for boundaries to embrace an area o f common interests to the
maximum degree possible. Without Myers Chuck and Hyder, this standard
cannot be met." (Statementof Decision, 1999, p. 11) The LBC also stated
unequivocally in 1999: “Further, the proposal fails to serve all relevant principles
established in the Constitution o f the State o f Alaska.” (Statement o f Decision,

1999, p. 14),

The LBC cannot chan?e the Constitution or interpret it differently to the same
area and petition simply by saying it's a different commission. The Constitution
Is not a “policy” that changes with the LBC, or its staff. The LBC cannot pick
and choose from its 1999 decision. It cannot adopt one portion— which it knows
will directly harm all our children and communities— and reject the Constitutional
portion. The Constitution does not change with the *policy makers” as suggested
by Commissioner Ketchum's letter. We believe the action of the LBC with
respect to the KGB's 2006 petition was arbitrary and capricious.

6. Although the Secure Rural Schools Act funding has not yet been extended, if it is,
the loss to our schools will be $1,200,000. The windfall to KGB will be
$1,200,000 even though it will provide no educational services in the annexed
area, and no children will be added to the KGB schools. Even if the Secure Rural
School Act funding is not extended, the annexation would mean a loss 0f22% of

the regular forest receipts funding.

1. The LBC Chair failed to address at all the loss o f the Payment in Lieu of Taxes
funding to the communities of Prince of Wales. This federal funding amounted to
$543,913 in FY 2008. What possible equity is there in taking this federal funding
away from the Prince of Wales communities so that KGB can annex essentially
uninhabited land and provide no services to this area? When an agency like the
LBC acts with this disregard of the Constitution and insensitivity to the best
interests o f the Stale, we can only come before our legislators as provided for in
Statute and appeal to you to do what is right. How can this annexation possibly
benefit the State when our communities may lose over $1,500,000 in federal
fumling, and KGB will offer nothing of benefit to the State because it has
deliberately removed Hyder from the annexation?

8. The LBC Chair notes several times that DEED “ filed a statement o f non-objection
to the [KGB] annexation.” This is perplexing; we do not understand how DEED
could reach that conclusion given that the governing statute and regulations call
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for “balancing all standards for annexation to a borough.” By excluding Hyder,
the proposed KGB annexation effectively shifts to the KGB the funds otherwise
available to fund the education of Hyder students through Southeast Jsiand School
District, without imposing upon the KGB the requirement of providing that
education. How does that meet the standard of “ balancing all standards for
annexation to aborough?” We do not believe, in all fairness, that it can or docs

meet that standard.

The letter from the LBC Chair indicated he was “troubled by the inaccuracies contained
in the Resolutions.” The Resolutions are accurate. We are troubled by the continued
“inaccuracies” published by the LBC. We are troubled by the LBC's attempt to divert
your attention from the Constitutional problems with its decision. We are troubled by the
LBC:s attempt to divert your attention away from the direct harm to our children and

their educational opportunities.

Finally, we are troubled by the fact that the LBC Chairman’s seven page letter to
the committee chairs is seven pages longer than the response that the LBC provided those
who submitted timely written comments on the LBC's preliminary report on the proposed
annexation. The LBC chose not to respond in the final report to the many concerns
raised in writing, choosing instead to state that it was too busy to reply to the written
concerns of the commenters. Had the LBC chosen to respond to these concerns, timely
raised during the LB C's annexation petition review process, the legislature may not have
these troubling questions before it today.

Our Tribal organizations, Communities and School Districts appreciate your
careful consideration of the House Joint Resolution 30 and Senate Joint Resolution 15.
We stand willing to provide any additional information that the Committees may feel

helpful.

Sincerely,

Richard Peterson, Mayor ot Kasaan and fu rBrét{Agenbrﬁd, Supcrihfem;lcnt
President, Organized Village of Kasaan ~ Annette Island School District

cc:  The Honorable Kyle Johansen
The Honorable Bert Stedman
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The Honorable Bill Thomas
The Honorable Al Kookesh
cc.  The Honorable Lyda Green
The Honorable John Harris
The Honorable Sarah Palin
DCCED Commissioner Emil Notti
DCRA Director Tara Jollie
LBC StaffSupervisor Jennifer Abbot
Robert P. Blasco, Attorney for Appellants



September 4. 2007

Local Boundary Commission

Department of Commerce. Community. and liconomic Development
550 West Seventh Avenue. Suite 1779

Anchorage. Alaska 90501-55 10

Dear | ocal Boundary Commission vionihers:

Attached you will fine! comments regarding the LBC preliminary report in the matter of
the petition of the Ketchikan Gateway Borough for legislative review annexation of
approximately 4,701 square miles to the Ketchikan Gateway Borough.

The comments detail the city's concerns regarding the proposed annexation. There are a
number of problematic areas in (he preliminary report that the LBC must address prior to
the issuance of a final report and the holding of a public meeting where comments and
testimony can be offered. |I'liese problematic areas will require careful consideration by
the 1 BC before the annexation petition is again the subject to Commission action.

Among iho many issues that the 1.Be' must address regarding this proposed annexation is
the equity of requiring many small communities lo collectively forfeit some SI 3 million
in education and other funding e\ er\ year to the Ketchikan Gateway Borough, wliich in

linn will face no proportional requirement to deliver public services to the area subiect lo

annexation

Please note that the atiachcd comments arc also those of the Prince of Wales Commtinit\
Advisory Council

Thank you lor considering our comments

Cc Governor Sarah Palin
Senator Albert Kookesh
Representative IMI Thomas
Ketchikan Gaiewa; Boiougi
City of Wrangell
Annette Island India.i Communis
Meyers Chuck Community Association
Prince of Wales Community Advisory Council

07»826-3275 » Fax (907) S26-3278 P.0. Box 725, Craig, Alaska 99921



