
C L S 1 L I J  r  r r r r  y T  T  r  i f  jĵr\ r t \ T  D  T  u n  O  T  O i C T H _W M O W g U



K E T C H I K A N  G A T E W A Y  B O R O U G H
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

J a n u a r y  3 1 ,  2 0 0 8

R e p r e s e n t a t i v e  K y le  J o h a n s e n  
A la s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  (MS 3 1 0 0 )
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

S u b j e c t :  H o u s e  J o i n t  R e s o l u t i o n  30 

D e a r  R e p r e s e n t a t i v e  J o h a n s e n ,

A s  y o u  k n o w , a n u m b e r  o f  c o m m u n i t ie s  i n  t h e  u n o r g a n iz e d  
B o r o u g h  i n  S o u t h e a s t  A la s k a  h a v e  a p p e a le d  t h e  L o c a l  B o u n d a ry 
C o m m is s io n  d e c i s i o n  g r a n t i n g  t h e  K e t c h i k a n  G a te w a y  B o r o u g h 's  
p e t i t i o n  f o r  e x p a n s io n  o f  i t s  b o u n d a r i e s .  T h e s e  e n t i t i e s  h a v e  a l s o  
c o n v in c e d  t h e i r  l e g i s l a t o r ,  R e p . B i l l  T h o m a s , t o  s u b m i t  HJR 30  t o  
t h e  l e g i s l a t u r e  s e e k in g  t o  b l o c k  t h e  a n n e x a t io n  b y  o b t a i n i n g  
a p p r o v a l  o f  a m a j o r i t y  o f  b o t h  h o u s e s  f o r  a l e g i s l a t i v e  v e t o .  T h e 
l e g i s l a t u r e  s h o u ld  t a k e  n o  a c t i o n  o n  HJR 3 0 .

HJR 30  i t s e l f  c o n t a i n s  i n a c c u r a t e  i n f o r m a t i o n .  Am ong o t h e r 
t h i n g s ,  t h e  a s s e r t i o n  t h a t  t h e  LBC d e c i s i o n  f a i l e d  t o  p r o v i d e  
d i r e c t i o r  r e g a r d i n g  a f u t u r e  p e t i t i o n  t o  a n n e x  H y d e r  i s  
i n c o r r e c t .  P age  2 5  o f  t h e  LBC d e c i s i o n  i s  a p p e n d e d  t o  t h i s  l e t t e r .  
C l e a r l y  t h e  LBC g a v e  d i r e c t i o n  o n  t h i s  i s s u e .  A d d i t i o n a l l y ,  t h e  
a s s e r t e d  l o s s  o f  t e n d s  i s  s p e c u l a t i v e  a n d  i n a c c u r a t e .

T h e  o p p o s i t i o n  a r i s e s  p r i m a r i l y  f r o m  t h e  d e s i r e  o f  t h a  
c o m m u n i t ie s  o n  P r in c e  o f  W a le s  I s l a n d  a n d  t h e  A n n e t t e  I s l a n d  S c h o o l 
d i s t r i c t ,  who o p p o s e  t h e  p e t i t i o n ,  t o  c o n t i n u e  t o  r e c e i v e  a 
d i s p r o p o r t i o n a t e l y  h ig h  a m o u n t p e r  s t u d e n t  i n  f e d e r a l  N a t i o n a l 
F o r e s t  f u n d s  f o r  s c h o o l s .  T h e  N a t i o n a l  F o r e s t  f u n d s  a r e  d i v i d e d  
i n t o  t h r e e  t y p e s ,  f u n d s  f o r  r o a d s ,  f u n d s  f o r  s c h o o ls ,  a n d  fu n d s  f o r  
o t h e r  p r o j e c t s .  T h e  s p l i t  i s  a p e r c e n t a g e  o t  t h e  t o t a l .  R oad a n d 
e d u c a t i o n  fu n d s  a r e  t r a n s f e r r e d  t o  a j u r i s d i c t i o n  f o r  t h e i r  u s e . 
T h e  u n o r g a n iz e d  B o ro u g h  c o m m u n i t ie s  c u r r e n t l y  r e c e i v e  a n 
i n e q u i t a b l e  p o r t i o n  o f  t h e s e  f u n d s .  F o r  e x a m p le ,  i n  FY 2 0 0 6  C r a ig  
r e c e i v e d  $ 5 0 3 . 9 5  p e r  c a p i t a  i n  N a t i o n a l  F o r e s t  f u n d s  f o r  e d u c a t io n  
a n d  r o a d s ,  w h i l e  K e t c h i k a n  r e c e iv e d  o n l y  $ 2 7 .4 5  p e r  c a p i t a  f o r  
t h e s e  p u r p o s e s . 1

I n  te r m s  o f  e d u c a t i o n  f u n d s ,  t h e  u n o r g a n iz e d  B o ro u g h  a r e a s
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i n  S o u t h e a s t  A la s k a  r e c e i v e d  $ 1 , 4 8 5 . 0 0  p e r  s t u d e n t ,  w h i l e  s t u d e n t s  
i n  K e t c h i k a n  r e c e i v e d  o n l y  $ 1 5 7 .0 0  p e r  s t u d e n t . 2 I f  t h e  sam e l e v e l 
o f  N a t i o n a l  F o r e s t  f u n d s  d i s t r i b u t i o n s  w e re  m a i n t a i n e d ,  a n d  i f  b o t h  
t h e  K e t c h i k a n  a n n e x a t io n  a n d  t h e  W r a n g e l l  i n c o r p o r a t i o n  a r e  
a p p r o v e d ,  t h e  p o s t  a n n e x a t io n  r e v e n u e s  f o r  t h e  e d u c a t io n  c o m p o n e n t 
o f  N a t i o n a l  F o r e s t  R e c e ip t s  p a i d  t o  t h e  P r in c e  o f  W a le s  c o m m u n i t ie s  
w o u ld  b e  $ 1 ,  2 5 6 .0 0  p e r  s t u d e n t ,  a n d  i n  K e t c h i k a n  t h e y  w o u ld  b e 
$ 5 4 8 . 0 0  p e r  s t u d e n t  b a s e d  u p o n  2 0 0 6  r e v e n u e  a n d  s t u d e n t  e n r o l l m e n t 
d a t a .

A n y  r e d u c t i o n  i n  N a t i o n a l  F o r e s t  R e c e ip t s  f u n d s  a m o u n ts  t o  
a s m a l l  f i g u r e  i n  c o m p a r is o n  t o  o t h e r  c h a n g e s  i n  e d u c a t i o n a l 
f u n d i n g .  T h e  c h a n g e s  f r o m  i n s t i t u t i o n  o f  t h e  IS E R  f o r m u la  i n v o l v e  
a g r e a t e r  i m p a c t .  F o r  e x a m p le ,  a s  a p e r c e n t a g e  o f  t o t a l  e d u c a t i o n a l 
e x p e n d i t u r e s  t h e  c h a n g e s  f r o m  t h e  K e t c h i k a n  a n n e x a t io n  a n d  W r a n g e l l 
i n c o r p o r a t i o n  w o u ld  r e p r e s e n t  a b o u t  a 1 .1 %  b u d g e t  r e d u c t i o n  i n  t h e  
f u n d i n g  a v a i l a b l e  f o r  e d u c a t io n  i n  t h e  C r a i g  S c h o o l  D i s t r i c t . 3 
H o w e v e r ,  b y  c o m p a r is o n ,  t h e  i n c r e a s e s  f r o m  HB 2 7 3  w o u ld  r a i s e  t h e  
f u n d i n g  f o r  t h e  C r a i g  S c h o o l  D i s t r i c t  5% i n  2 0 1 0  a n d  a t o ua l  o f 
a lm o s t  10% o v e r  a 4 y e a r  p e r i o d  e n d in g  i n  2 0 1 3 .  A s a p e r c e n t  o f  
t o t a l  e d u c a t i o n a l  e x p e n s e s ,  t h e  A n n e t t e  I s l a n d  S c h o o l  D i s t r i c t  
w o u ld  l o s e  a p p r o x i m a t e l y  1 .3 %  o f  t h e i r  b u d g e t  f r o m  t h e  a n n e x a t i o n , 
b u t  w o u ld  g a i n  o v e r  16% f r o m  HB 2 7 3 .  A g a in s t  t h i s  b a c k g r o u n d  i t  i s  
c l e a r  t h a t  t h e  im p a c t s  o f  t h e  K e t c h i k a n  b o u n d a r y  e x p a n s io n  a r e  
m in o r  i n  r e l a t i o n  t o  o t h e r  p e n d in g  c h a n g e s  i n  e d u c a t io n  f u n d i n g , 
a n d  a s  a p e r c e n t a g e  o f  t h e  t o t a l  e d u c a t i o n a l  e x p e n s e s  i n  e a c h 
d i s t r i c t .

A d d i t i o n a l l y ,  t h e  c o n t i n u a t i o n  o f  h ig h  l e v e l s  o f  N a t i o n a l 
F o r e s t  f u n d i n g  a r e  s p e c u l a t i v e .  T h e  p r o g r a m  h a s  n o t  y e t  b e e n  r e ­
a u t h o r i z e d  f o r  n e x t  y e a r .  I f  i t  i s  n o t  r e - a u t h o r i z e d ,  t h e  d r o p  i n  
t h e  f u n d s  a v a i l a b l e  f r o m  t h i s  s o u r c e ,  e v e n  w i t h o u t  t h e  a n n e x a t i o n ,
w o u ld  b e  85% o r  m o r e .  T h e  LBC h a s  c o n s i s t e n t l y  r u l e d  o v e r  t h e
y e a r s  t h a t  t h e  r e d i s t r i b u t i o n  o f  N a t i o n a l  F o r e s t  R e c e ip t s  i s  n o t 
r e l e v a n t  t o  t h e  l e g i t i m a t e  e x p a n s io n  o f  l o c a l  g o v e r n m e n t  s e r v i c e s  
i n  t h e  S t a t e .  T h e  s p e c u l a t i v e  n a t u r e  o f  t h e  a m o u n ts  a n d  r e l i a b i l i t y  
o f  t h e  f u n d s  u n d e r s c o r e s  t h e  r a t i o n a l e  f o r  t h i s  p o s i t i o n .

E v e n  i f  N a t i o n a l  F o r e s t  f u n d s  s h o u ld  b e  c o n s i d e r e d ,  a s
d is c u s s e d  a b o v e ,  w h en  s e t  i n  c o n t e x t ,  t h e  K e t c h i k a n  a n n e x a t io n  h a s
o n l y  a m in o r  e f f e c t  on  t h e  f u n d in g  p i c t u r e  f o r  t h e  P r in c e  o t  W a le s 
c o m m u n i t ie s  a n d  o t h e r  a r e a s  i n  t h e  u n o r g a n iz e d  B o ro u g h  i n  S o u t h e a s t 
A la s k a .  F u r t h e r ,  e v e n  w i t h  t h e  e x p e c te d  i m p a c t s ,  P r in c e  o f  W a le s 
c o m m u n i t ie s  w o u ld  s t i l l  r e c e i v e  m o re  t h a n  t w i c e  a s  m uch i n  N a t i o n a l 
F o r e s t  F u n d s  p e r  s t u d e n t  t h a n  t h e  K e t c h i k a n  G a te w a y  B o r o u g h .

I t  i s  a l s o  s i g n i f i c a n t  t o  n o t e  c h a t  t h e  e x c l u s i o n  o f  H y d e r

"B a s e d  u p o n  2 0 0 6  f i g u r e s  p r o v id e d  b y  DCCED.

DCCED.
‘B a s e d  o n  2 0 0 6  r e v e n u e  a n d  e x p e n s e  n u m b e r s  r e p o r t e d  b y



i s  a r e d  h e r r i n g  w hen  i t  c o m e s  t o  f u n d i n g .  T h e  S o u t h e a s t  I s l a n d  
S c h o o l  D i s t r i c t  r e c e i v e s  m o re  i n  r e v e n u e s  f r o m  t h e  f u n d i n g  
g e n e r a t e d  b y  t h e  s t u d e n t s  i n  H y d e r  t h a n  i t  t a k e s  t o  f u n d  s e r v i c e s  
t o  t h o s e  s t u d e n t s '1. T h u s ,  a p o t e n t i a l  a n n e x a t io n  o f  H y d e r  b y  t h e  
K e t c h i k a n  G a te w a y  B o ro u g h  w o u ld  p o s e  a g r e a t e r  f i s c a l  im p a c t  t o  t h e  
S IS D  t h a n  t h e  r e l a t i v e l y  m in o r  r e o r g a n i z a t i o n  o f  f o r e s t  r e c e i p t s .

S t e p p in g  b a c k  a n d  l o o k i n g  a t  t h e  b i g  p i c t u r e  'e g a r d i n g  
M u n i c i p a l  b o u n d a r ie s  s t a t e w i d e ,  t h e r e  a r e  m a n y  r e a s o n s  t h a t
a n n e x a t i o n  o f  a r e a s  i n t o  B o r o u g h s  "5 i n  t h e  S t a t e ' s  b e s t
i n t e r e s t s .  F o r  e x a m p le ,  i t  w o u ld  h e lp  t h e  ^ e t c h ik a n  G a te w a y  B o ro u g h  
b e t t e r  p r o v i d e  e m e rg e n c y  r e s c u e  s e r v i c e s  i n  t h e  M i s t y  F j o r d s  a r e a s  
w h e r e  t h o s e  s e r v i c e s  w e re  s o r e l y  n e e d e d  l a s t  s e a s o n  d u ^  co  a p la n e  
c r a s h  i n v o l v i n g  t o u r i s t s .  I t  w i l l  p r o v i d e  a b a s i s  f o r  p l a n n in g  a n d 
l a n d  u s e  r e g u l a t i o n  i f  U .S .  B o r a x  o p e n s  u p  t h e i r  M o ly b d e n u m  m in e  a t 
B o k a n  M o u n t a in ,  u r  i f  m in in g  a c t i v i t y  i n c r e a s e s  o n  t h e  C le v e la n d  
P e n in s u la  o r  o n  D uke  I s l a n d .  I t  w i l l  a l l o w  t h e  p e o p le  m o s t  a f f e c t e d  
b y  t h e s e  a n d  o t h e r  a c t i v i t i e s  t o  h a v e  a v o i c e  i n  t h e  p l a n n i n g  o f 
d e v e lo p m e n t .  I t  a l s o  r e d u c e s  t h e  a r e a  i n  w h ic h  t h e  S t a t e  m u s t  b e 
t h e  p r i m a r y  s e r v i c e  p r o v i d e r .  A l l  o f  t h e s e  a d v a n ta g e s  a n d
im p r o v e m e n ts  i n  d e l i v e r y  o f  p u b l i c  s e r v i c e s  f l o w  f r o m  t h e  
a n n e x a t i o n .

A n o t h e r  s i g n i f i c a n t  p o i n t  i s  t h a t ,  o f  t h e  a l l e g e d  l o s s  i n  
N a t i o n a l  F o r e s t  f u n d s ,  t h e  c i t i e s  o f  P e t e r s b u r g  a n d  W r a n g e l l  a r e  
t h e  tw o  c i t i e s  w h ic h  i n  2 0 0 7  r e c e iv e d  t h e  l a r g e s t  s . n g l e  
d i s t r i b u t i o n s  i n  t h e  u n o r g a n iz e d  B o ro u g h  a r e a s  o f  S o u t h e a s t
A l a s k a . 5 N e i t h e r  P e t e r s b u r g  n o r  W r a n g e l l  o p p o s e d  t h e  K e t c h i k a n  
a n n e x a t i o n  p e t i t i o n .  N e i t h e r  h a v e  t h e y  o b j e c t e d  t o  t h e  s h i f t  i n  
N a t i o n a l  F o r e s t  f u n d s .

I n t e r e s t i n g l y ,  i f  W r a n g e l l ' s  p e t i t i o n  i s  s u c c e s s f u l ,  t h a t 
a c t i o n  w i l l  s h i f t  a b o u t  $ 2 5 0 , 0 0 0  f r o m  t h e  u n o r g a n iz e d  B o ro u g h  t o  
t h e  new  W r a n g e l l  B o r o u g h .  Y e t  t h e  a g g r ie v e d  c o m m u n i t ie s  on P r in c e  
o f  W a le s  d i d  n o t  o b j e c t  t o  t h e  W r a n g e l l  p e t i t i o n .  P e t e r s b u r g  i s  
r e p o r t e d l y  b e g i n i n g  t h e  p r o c e s s  f o r  t h e i r  own B o ro u g h  i n c o r p o r a t i o n  
p e t i t i o n .  W h e th e r  t h a t  e f f o r t  i s  o p p o s e d  b a s e d  u p o n  im p a c t s

'A c c o r d in g  t o  t h e  2 0 0 6  S E IS D  b u d g e t ,  i t  c o s t  '" 9 3 ,8 6 4  t o
p r o v i d e  s e r v i c e s  i n  H y d e r .  B a s e d  o n  c a l c u l a t i o n s  b y  t h e  K e t c h ik a n
S c h o o l  D i s t r i c t  f i n a n c e  o f f i c e ,  t h e  s t u d e n t s  i n  H y d e r  w o u ld  
g e n e r a t e  $ 2 5 4 , 3 7 9  i n  r e v e n u e s  f r o m  t h e  S t a t e  F o u n d a t io n  f o r m u la  
u n d e r  t h e  c u r r e n t  f o r m u l a .  ( 1 . 1 9 4  ( d i s t r i c t  c o s t  f a c t o r - o l d
f o r m u l a )  x 3 9 . 6  b a s e  s t u d e n t  m u l t i p l i e r  f o r  b e tw e e n  10  a n d  2 0 
s t u d e n t s  ( 1 4 . 1 7 . 4 5 0  S c h o o l s i z e  f a c t o r )  x ^ 5 , 3 8 0  (b a s e  s t u d e n t 
a l l o c a t i o n ) ) .  W i t h  t h e  d i s t r i c t  c o s t  f a ^ _ o r  u n d e r  t h e  IS E R 
a d j u s t m e n t s ,  t h e  a m o u n t o f  f o u n d a t i o n  f u n d i n g  o n l y  i n c r e a s e s .

'A c c o r d i n g  t o  t h e  a r g u m e n ts  o f f e r e d  b y  t h e  C i t y  o f  C r a ig  t o  
t h e  L B C , $ 4 1 7 , 8 0 2 . 0 0 ,  o r  a b o u t  1 / 3 ,  o f  t h e  r e d u c t i o n  i n  f u n d s  t o  
c o m m u n i t ie s  i n  t h e  u n o r g a n iz e d  B o ro u g h  i n  S o u t h e a s t  A la s k a  w o u ld  
com e f r o m  P e t e r s b u r g  a n d  W r a n g e l l .



A d d i t i o n a l l y ,  t h e  C i t y  o f  C r a i g  r e m a in s  s i l e n t  a b o u t  t h e
o v e r  $ 2 u J ,0 0 0  o r  m o re  i n  e d u c a t i o n a l  f u n d i n g  w h ic h  i t  i s  t a k i n g
f r o m  t h e  K e t c h i k a n  S c h o o l  d i s t r i c t  t h r o u g h  t h e  C i t y ' s  i l l e g a l ' 1 
o p e r a t i o n  o f  a c o r r e s p o n d e n c e  s c h o o l  p r o v i d i n g  p u b l i c  e d u c a t i o n  t o  
s t u d e n t s  w ho a r e  w i t h i n  t h e  K e t c h i k a n  G a te w a y  B o r o u g h 's  b o u n d a r ie s  
w i t h o u t  p e r m i s s i o n  f r o m  t h e  K e t c h i k a n  G a te w a y  B o r o u g h .  T h i s  
a c t i v i t y  i m p r o p e r l y  d e p r i v e s  t h e  K e t c h i k a n  G a te w a y  B o r o u g h  S c h o o l 
D i s t r i c t  o f  f u n d s  i n  a n  a m o u n t m o re  t h a n  t w i c e  t h e  a m o u n t  C r a i g  i s  
c l a i m i n g  t o  l o s e  i n  F o r e s t  r e c e i p t s .  C r a i g  i s  h a p p y  t o  t a k e  f u n d i n g  
f r o m  t h e  s c h o o ls  i n  K e t c h i k a n  f o r  51 s t u d e n t s  w ho r e s i d e  i n  t h e  
K e t c h i k a n  G a te w a y  B o r o u g h ,  b u t  a r e  e n r o l l e d  i n  t h e  C r a i g  S c h o o l 
d i s t r i c t  c o r r e s p o n d e n c e  p r o g r a m .  W hen t h e  i s s u e s  a r e  f u l l y
e x a m in e d ,  i t  i s  a p p a r e n t  t h a t  i t  i s  t h e  C i t y  o f  C r a i g  w h ic h  i s
i m p r o p e r l y  t a k i n g  e d u c a t i o n  f u n d i n g  f r o m  K e t c h i k a n  s t u d e n t s ,  n o t 
t h e  o t h e r  w a y  a r o u n d .

W i t h  r e s p e c t  t o  HJR 3 0 , t h e  l e g i s l a t u r e  s h o u ld  t a k e  n o 
a c t i o n .  D e s p i t e  t h e  n o i s e  a n d  h o o p la  g e n e r a t e d  b y  t h e  C i t y  o f  C r a i g  
a n d  o t h e r  P r in c e  of  W a le s  I s l a n d  c o m m u n i t ie s ,  t h e  f a c t s  s h o w  t h a t 
t h e  o n l y  c o n c e r n s  a r e  f i n a n c i a l ,  t h e y  a r e  b a s e d  s o l e l y  o n  N a t i o n a l 
F o r e s t  R e c e i p t s ,  t h e  f u t u r e  o f  w h ic h  i s  v e r y  u n c e r t a i n ,  a n d  t h a t  
t h e  m a g n i tu d e  o f  a n y  a d v e r s e  f i n a n c i a l  im p a c t s  o n  t h o s e  o p p o s in g  
t h e  a n n e x a t i o n  a r e  m in o r .  T h e  L B C , a n d  t h e  DEED, h a v e  f u l l y  a n d 
f a i r l y  c o n s i d e r ^  t h e  i s s u e s .  W hen a l o n g  t e r m  v ie w  o f  t h e  b e s t 
i n t e r e s t s  o f  t h e  S t a t e  i s  e x a m in e d ,  i t  i s  c l e a r  t h a t  t h e  
L e g i s l a t u r e  s h o u ld  l e t  t h e  LBC d e c i s i o n  s t a n d .

I f  I  c a n  p r o v i d e  a n y  f u r t h e r  i n f o r m a t i o n  c o n c e r n i n g  t h i s  
i s s u e  p le a s e  c o n t a c t  me a t  y o u r  c o n v e n ie n c e .

s h i f t i n g  N a t i o n a l  F o r e s t  f u n d s  r e m a i n s  t o  b e  s e e n .

A . B r a n d t - E r i c h s e n  
B o ro u g h  A t t o r n e y

C C : M a y o r  W i l l i a m s
R ay M a t ia s h o w s k i 
M ik e  H o u ts

W M air.svr W:gbUoc5\I,<Jw\l,et t e r a \ l . JiJH 30. Johcinuen. wpcJ

''The  K e t c h ik a n  G a te w a y  B o ro u g h  i s  t h e  o n l y  e n t i t y  o t h e r  
t h a n  t h e  S t a t e  o f  A la s k a  w i t h  t h e  l e g a l  a u t h o r i t y  t o  e x e r c i s e  
p u b l i c  e d u c a t io n  p o w e rs  w i t h i n  t h e  b o u n d a r ie s  o f  t h e  K e t c h i k a n  
G a te w a y  B o ro u g h .
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1 a n d  its re?  a rv a t io n  w a t e r s  a r e  e x p a n d e d ,  p r im a r y  ju r isd ic t io n  o v e r  t h o s e  w a t e r s  would  

sh if t .  T h it  f a c t  w o u ld  n o t  c h a n g e  b y  a p p r o v a l  o f  t h e  K G B  e x p a n s i o n . 11

In its c o m m e n t s ,  M e t la k a t la  a l s o  r a i s e d  o th e r  i s s u e s  w ith  r e g a r d  to  the 

K G B 's  p r o p o s e d  a n n e x a t i o n ,  in c lu d in g  a n  a s s e r t i o n  t h a t  it c r e a t e s  A n n e t t e  I s la n d  a s  an  

e n c L v e .  T h e  K G B 's  R e p l y  B r ie f ,12 o n  pp . 2 6 -  2 7 ,  a d d r e s s e s  t h e s e  i s s u e s .  T h e  C o m ­

m i s s i o n  c o n c u r s  w ith  t h o s e  a n a l y s e s  a n d  c o n c l u s io n s .

T h e  C o m m i s s i o n  a g r e e s  w ith  D C C E D  t h a t  th is  s t a n d a r d  is  sa t is f ied . 

H o w e v e r ,  a t  its d e c i s i o n a l  m e e t i n g  o n  th e  K G B  a n n e x a t io n ,  th e  C o m m i s s i o n  e x p r e s s e d  

c o n c e r n  with H y d e r ’s  s t a t u s  a s  a n  e n c l a v e .   ̂ In a p p ro v in g  t h e  K G B  a n n e x a t i o n ,  a s  

a m e n d e d ,  t h e  C o m m i s s i o n  d i r e c te d  t h e  K G B  to  file a  pe tit ion  w ith in  five y e a r s  to a n n e x  

th e  H y c e r  a r e a .  In t h a t  r e g a r d ,  th e  C o m m i s s i o n  e n c o u r a g e s  th e  K G B  to  w o r k  to w a rd  

d e v e lo p in g  c o m m u n i c a t i o n ,  t r a n s p o r ta t io n ,  a n d  e c o n o m i c  t ie s  b e t w e e n  H y d e r  a n d  th e  

B o ro u g h ,  in c lu d in g  w o rk in g  w ith  th e  S t a t e  to  h e lp  d e v e l o p  t h e s e  t ie s .  T h e  C o m m is s io n  

h o t e d  th a t  th is  w a s  p a r t ic u la r ly  a p p r o p r i a t e  in v ie w  o f  t h e  f e d e r a l  r e v e n u e s  t h e  B o ro u g h  

will b e  r e c e i  ring from  t h e  n e w ly  a n n e x e d  a r e a .  If s u c h  a  pe tit ion  is n o t  filed, t h e  C o m ­

m is s io n  com m ittedI to  d i r e ^ n g  D CC ED _to_fi le  s u c h  a  p e t i t io n .13- In th a t  e v e n t ,  D C C E D  

s h o u l d  d e v e l o p  a  p e t i t io n  in c o o rd in a t io n  with th e  D E E D  a n d  K GB staff.

11 DCCED 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.

12
In its Final Report, DCCED stated that It believed KGB's Reply brief cogently responded to all 

comments and briefs (p. 4).
13
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 -  (12/5/07)
KGB Annexation Proposal
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$
Im pact of Wrangell Incorporation and  Ketchikan A nnexation Upon D
In S o u th east Alaska upon th e  Proportion  of R eceipts per S tudent
B oroughs and C om m unities In S o u th east Alaska b ased  on FY '06 Data

fIstnDUlutlon o f National F orest Receipt R evenues

F :-M̂ ed Change w *
FY '06 Forest FY ’06 Forest In est Receipts Amended

School Receipts A\ ailable Receipts from Annexation/ Receipts
Enrollment2 for Education per Student IncoporatJon per Student

? Borp.ughi m sm m m i t t n
Haines 296.57 447,936 1,510 447,936 1,510
Juneau 5,306.28 830,450 158 836,450 158
Ketchikan 2,306.35 361,556 157 1,283,112 548
Sitka 1,478.31 878,324 594 878,324 594
Yakutat 133.50 599,607 4,491 599,607 4,491

’ Horne;Rule ; ....  ..
Petersburg 629.60 934,775 1,485 790,877 1,256
Wrangell 375.30 557,212 1,485 711,743 1,896

r'F 1 cat G1 ass j t *vTV j.-X'. m m rn rn m M m t
Craig 355.80 528,261 1,485 446,941 1,256
Hoonah 171.70 254,925 1,485 215,682 1,256
Hydaburg 74.50 110,611 1,485 93,584 1,256
Kake 141.75 210,458 1,485 178,060 1,256
Klawock 159.60 236,960 1,485 200,483 1,256
Pelican 11.20 19,838 1,771 16,784 1,499
Skagway 108.75 161,462 1,485 136,607 1,256

Second-Class v :
Angoon (Chatham) N/A N/A N/A N/A N/A
Coffman Cove (Southeast Island) N/A N/A N/A N/A N/A
Gustavus (Chatham) N/A N/A N/A N/A N/A
Kasaan (Southeast Island) N/A N/A N/A N/A N/A
Port Alexander (Southeast Island) N/A N/A N/A N/A N/A
Tenakee Springs (Chatham) N/A N/A N/A N/A N/A
Thome Bav (Southeast Island) N/A N/A N/A N/A N/A

Federal Law, ■
Metlakatla (Annette Island) N/A N/A N/A N/A N/A

REAA's i:1 -“v. ■ ' "i, ■
Annette Island 298.35 442,964 1,485 374,775 1,256
Chatham 195.10 289,667 1,485 245,076 1,256
Southeast Island 212.00 314,759 1,485 266,305 1,256 :

1 Source: DCCED
1 N ote that school FY 'OS enrollm ent figures a re  u sed  for FY '06 forest receipt calculations.

tj.j •
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S o n y a  H y m e r

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)

Subject: DCCED Talking Points on HJR30 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 HJR30 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)
• The Local Boundary Commission (LBC) Response to the Resolutions
• Issue: Alleged Conflict of Interest Regarding LBC Staff
• Action Re: Ethics Issue Created when Mr Bockhorst Decided to Apply for the KGB Manager Position
• 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)

• Lorna (Jeannie) McPherran, LBC Staff Person (off-net)
• Bill Rolfzen, Local Government Specialist (here in Juneau)
• 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

mailto:sally.saddler@alaska.gov


T a lk in g  Po in ts 
H J R  30 / S J R  15 D isapp rov in g  K e tc h ik an  A nnexation
Department o f Commerce, Community, and Economic Development

8 February 2008

These reso lutions would disapprove the recommendation o f  the Loca l Boundary 
Comm ission received by the legislature in January 2 008  regarding the annexation o f  
te rritory to the Ketchikan Gateway Borough (K G B ).

B ackg round  on K G B  A nnexation

•  On January 23 the Loca l Boundary Comm ission (L B C ) pr- sented its approval o f  
the K G B  annexation petition to the Legislature fo r review under artic le X , 
section 12 o f  the Constitution o f  the State o f  A laska.

•  The C om m ission 's decision approves the annexation o f  4 ,5 1 0  square m iles to the 
K G B .

•  Un less the Legislature disapproves the LB C  decision by passing HJR 30, 
sponsored by Rep. Thomas, o r SJR 15, sponsored by Sen. A l K ookesh , the 
C om m ission 's decision w ill go into effect 45 days from  the date the Comm ission 
presented it to the Legislature (i.e ., on March 9, 2 0 08 ).

•  The Department o f  Education and Early Development (D E E D ) (lied a letter o f  
non-ob jection to the K G B  annexation.

•  Impacts o f  the LB C  decision regarding National Forest Receipts (N F R ):
o  The K G B  would acquire 4 ,5 1 0  square m iles o f  unorganized borough land 

and, in FY  2 0 10 . the possib le addition o f  $ 1 .27  m illion  in N FR  payments, 
i f  the Secure Rura l Schoo ls Act portion o f  the N FR  Program  is 
reauthorized by Congress in its current form  and at the 2 0 0 2 -2 0 0 7  funding 
levels.

o  I f  the annexation becomes effective . Southeast A laska communities in the 
unorganized borough could lose a combined $1 .27  m illion  in N FR  
payments i f  the N FR  Program  is reauthorized in its current form  and at its 
2 0 0 2 -2 0 0 7  leve ls.

o  The portion o f  the N FR  program , which has included funds fo r the Secure 
Rura l Schoo ls Act since 2002 , is sunset; unless reauthorized by Congress, 
the amount o f  N FR  funding w ill drop significantly fo r a ll schoo ls districts 
in Southeast, not just those on Prince o f  W ales Island.

o  D E E D  did not oppose the annexation.
o  The Leg is latu re 's Joint Legislative Education Task Force has addressed 

the sunset provisions o f  the Secure Rural Schoo ls Act provisions in the 
N FR  Program  and is monitoring the issue.



•  The L B C  has written to both the House and Senate Com m unity and Regional 
A ffa irs  Comm ittees regarding the Resolu tions and erro rs contained therein.

•  The Comm ission explained differences between the 1998 K G B  annexation 
proceeding and the 2006  annexation proceeding. Prim ary points are:

o  The members o f  the LBC  who considered the 1998 petition are different 
from  the L B C  members who considered the current petition, 

o  The rationale and conclusions o f  a fo rm er LC B  are not binding on a 
subsequent LBC .

o  The L B C ’ s regulations and contro lling statutes have changed since 1999. 
o  In 1974 the A laska Supreme Court stated the LB C  has been given broad 

power to decide in the unique circumstances presented by “ each’ ’ petition, 
o  The current LBC  disagrees with the reliance that had been p reviously 

placed on the M odel Borough B r'm daries . 
o  The K G B ’ s 2 006  petition d i f f e r  in that it includes the M eyers 

Chuck/Union Bay area, 
o  The C om m ission 's decision amends the M ode l Borough Boundaries o f  the 

K G B  and o f  the W rangell/Petersburg M ode l Borough Boundaries, 
o  The LB C  conditioned its approval regarding the 2 0 06  petition by imposing 

a duty on the K G B  to file  a petition to annex H yder within five years.

•  The current LB C  also respo -d to the concern fo r loss o f  N FR  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 of Taxes programs are ephcmeral-in a few years 
those programs may operate in a significantly different manner or may no 
longer exist. In contrast, the formation o f a borough of the extension of a 
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 of revenues generated by those areas.

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

The LBC ’s Response to Resolutions

2
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• Thr I BC also stated w ith regard to the loss o f  NFR Payment:
o ... The Commission is very sympathetic to that loss. However, it is not a 

bar to the development of boroughs or their extension. It is a factor that is 
considered in consultation with the DEED and when considering the best 
interests of the state; and DEED does not oppose this annexation 
proposal.

Issue : A lleged C on flic t o f  In te re s t R ega rd ing  L B C  S ta f f

• The C ity  o f  Craig C ity  Adm inistrator, Jon Bolling , has expressed concern about a 
possible conflict Tinterest regarding former LBC  s ta ff member Dan Bockhorst.

• On June 28, 2007, the LBC sta ff completeu its prelim inary report regarding the 
proposal. This report was principally authored by M r. Bockhorst. It was released 
for public review and comment in m id-July.

• In late July, M r. Bockhorst became aware that the KG B  was recruiting for the 
position o f  Borough manager. He determined to apply for, and was offered and 
accepted, the position in October.

• M r. Bo lling  called for an investigation into the circumstances and/or timeline o f 
M r. Bockhorst receiving the manager position and his recommendations to the 
LBC  regarding the annexation.

• One o f  M r. Bo lling  arguments is what he alleges to be a reversal o f  position by 
M r. Bockhorst and the LBC  from a sim ilar petition submitted by KG B in 1998.

• The C ity  o f  Craig is pressing its legislators to pass resolutions disapproving the 
LBC  Board's decision.

Action re : E th ics Issue C rea ted  W hen  M r , B ockh o rs t Decided to A pp ly  fo r  K G B  
M anag e r Position

• When M r. Bockhorst learned o f  the jo b  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.

• The Department, in consultation w ith  the State Ethics Attorney, advised Mr. 
Bockhorst that he must continue to refrain from any work on the annexation until 
his jo b  application was rejected or he left state service.

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

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

• The state ethics attorney also advised M r. Bolling how to file an ethics complaint 
i f  he still felt there were facts showing a violation o f  the Ethics Act.

• M r. Bolling later advised that the C ity  was not com plaining about an Ethics Act 
violation. Rather, its concern was an appearance o f  conflict.

3



B ackg round /tim e lin e : D an B o c k h o rs t ’ s M anage r A pp lic a tion  and  the K G B  Pe tition

• March 26, 2007 M r. Bockhorst began preparing the required prelim inary report 
on the proposed KG B  annexation.

• June 28, 2007 M r. Bockhorst finished preparing the prelim inary report.
• July 29, 2007 The K G B  announced it was recruiting for a Borough Managei.
• July 31, 2007 M r. Bockhorst became aware o f  the recruitment for the position.
• July 3 1, 2007 M r. Davis, the Department's Ethics Supervisor, was advised by

M r. Bockhorst that he had seen a public posting for the position o f  manager for 
the KG B and was considering applying.

• M r. Davis advised M r. Bockhorst to talk to the state ethics attorney regarding the 
Ethics A ct requirements, which he did, also on the same day...

• M r. Bockhorst was advised by the State's Ethics Attorney. Judy Bockmon. how to 
conduct h im se lf in regard to his interest in the Ketchikan borough job .

• As required, on August I, 2007, M r. Bockhorst submitted an ethics disclosure to 
M ark Davis indicating his intent to apply for the job .

• In that disclosure, M r. Bockhorst stated that he had recused h im se lf from any 
further action regarding the KG B  annexation petition during the K B G  application 
process, as required by the Ethics Act.

• M r. Davis confirm ed w ith M r. Bockhorst that he must continue to refrain from 
participation on the annexation petition.

• W ork relating to Ketchikan matters was reassigned to other LB C  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, M r. Bockhorst was offereJ and accepted the KG B  Manager 
position, leaving State service on October 31, 2007.

• In November, the LB C  held a hearing on the KG B  annexation petition, including 
public comments from the C ity  o f  Craig and its attorney. The Commission made 
its decision regarding the annexation at a public meeting in Ketchikan on 
Novem ber 7, 2007. and published its written decision on December 5, 2007. In its 
decision, the Commission agreed w ith some o f  the s ta ff recommendations and 
disapproved o f  others.

D epa rtm en t o f  L a w ’ s Notes re : D ep a rtm en t S t a f f  and  Independence o f  the L B C

• A llegation that the LBC  decision was flawed because it concurred w ith  the 
D C C ED  reports and recommendations is w ithout merit.

• Prelim inary and final reports and recommendations prepared by DCCED sta ff arc 
required as part o f  the petition process under 3 A A C  110.530 [also by statute in 
case o f  incorporation - AS 29.05.080. |

• D C C E D ’s report and recommendation on the annexation petition undisputcdly 
was not the only evidence considered and discussed by the LB C  in its 
proceedings. There was a full day o f  public hearings before the LBC. There were

4



briefs and public comments submitted by interested parties and persons, including 
the C ity  o f  Craig, and other opponents o f  the annexation petition.
Notwithstanding the L B C ’s concurrence w ith D C C E D ’s recommendation on the 
KG B annexation petition, DCCED is not the entity delegated authority by the 
legislature to determine i f  an annexation meets standards and is in the best 
in te rest o f  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 LB C  is sim ply that; a 
recommendation. It serves as evidence along w ith  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 sim ply because the LBC  agreed 
with D C C E D ’s report and recommendation in whole or in part.
The record shows that the LB C  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 (w ritten 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 suffic iently reflects the basis for the decision 
o f  the LBC so as to enable meaningful jud ic ia l leview. See Alvarez v. Ketchikan 
Gateway Borough, 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 jud ic ia l review).

5
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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 I forward to you regar ling HJR 30/SJR 15:

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

• The second is a document that Commissioner Chrystal was going to address at the hearings 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
o 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)

^  S o n y a  H y m e r

See you in the morning! 

Sally
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Overview since S
N atio n a l F o re s t  R e c e ip ts

atehood

F u n d i n g  s o u r c e : F e d e r a l  g o v e r n m e n t

How level of federal aid has been, is now, and will be determined:

w ith in  a  n a t io n a l  fo 
T o n g a s s  a n d  C h u g  
g e n e r a t e d  m u c h  m

F Y  1960 -  2001: 2 5  p e r c e n t  o f  t h e  a n n u a l  i n c o m e  e a r n e d  f r o m  a c t iv i t ie s
-e s t  w a s  p a id  to  t h e  s t a t e .  A l a s k a  h a s  tw o  n a t io n a l  f o r e s t s ,  t h e  
a c h .  T h e  T o n g a s s  is m u c h  l a r g e r  a n d  h a s  h is to r ic a l ly  
Dre i n c o m e  t h a n  t h e  C h u g a c h .  T h i s  is b e c a u s e  T o n g a s s  

i n c o m e  w a s  d e r i v e d  p r in c ip a l ly  f ro m  " s t u m p a g e "  f e e s  c h a r g e d  fo r  c o m m e r c i a l  
lo g g in g ,  w h i le  in c o f n e  in t h e  C h u g a c h  w a s  e a r n e d  p r im ar i ly  f ro m  c a m p g r o u n d  
f e e s ,  r e c r e a t i o n  f e e s  a n d  m in e r a l  l e a s e  p e r m i t s .F Y 2 0 0 2 - 2  
c o n g r e s s  p a s s e d  a

Z007: B e c a u s e  o f  d r a s t i c a l ly  d e c l in in g  n a t i o n a l  f o r e s t  r e c e i p t s ,  
l a w  in 2 0 0 0  a l t e r in g  t h e  w a y  in w h ic h  f u n d i n g  w a s  to  b e  

d e t e r m i n e d  fo r  FY  2 0 0 2  - 2 0 0 7 .  U n d e r  t h e  r e v i s e d  la w ,  t h e  a n n u a l  p a y m e n t  to  
t h e  S t a t e  is b a s e d  o n  t h e  a v e r a g e  o f  t h e  t h r e e  h i g h e s t  p a y m e n t s  d u r i n g  t h e  
"eligibility p e r io d "  oif f isca l  y e a r s  1 9 8 7 - 2 0 0 0 .  A l a s k a ' s  r e c e i v e s  a n  a n n u a l  
p a y m e n t  o f  a p p r o x i m a t e l y  $ 9 . 3  million ( a n n u a l ly  a d j u s t e d  fo r  in f la t ion).  T h e  S t a t e  
a l l o c a t e s  9 8  4 3  p e r c e n t  o f  t h e  p a y m e n t  to  th e  T o n g a s s  a n d  1 .5 7  p e r c e n t  to  th e  
C h u g a c h  ( t h e  a v e r a g e  p r o p o r t io n  o f  t h e  p a y m e n t s  r e c e i v e d  fo r  e a c h  n a t io n a l  
f o r e s t  d u r in g  t h e  s a m e  eligibility p e r io d  o f  1 9 8 7 - 2 0 0 0 ) .F Y  2008 and beyond: It is u n k n o w n  h o w  f u n d i n g  will b e  d e t e r m i n e d  a f t e r  
F Y  2 0 0 7 .  S o m e  b e l i e v e  t h a t  t h e  f e d e r a l  g o v e r n m e n t  m a y  r e v e r t  to  t h e  2 5  p e r c e n t  
fo r m u la  u s e d  p r io r  to  FY  2 0 0 2 .

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

1959 -  196$: B e c a u s e  n o  o r g a n i z e d  b o r o u g h s  e x i s t e d  w ith in  e i t h e r  
n a t io n a l  f o r e s t  until 1 9 6 3 ,  all f u n d s  w e r e  r e t a i n e d  b y  t h e  S t a t e  o f  A l a s k a .

1964 ~ 1991: F u n d s  w e r e  a l l o c a t e d  o n  t h e  b a s i s  o f  n a t io n a l  f o r e s t  
a c r e a g e  w ith in  e a c h  o r g a n i z e d  b o r o u g h  a n d  t h e  u n o r g a n i z e d  b o r o u g h .
P a y m e n t s  w e r e  m a d e  to  o r g a n i z e d  b o r o u g h s  a n d  t h e  S t a t e  r e t a i n e d  t h e  s h a r e  fo r  
t h e  u n o r g a n i z e d  b o r o u g h .  B e c a u s e  t h e  f e d e r a l  law  r e q u i r e d  t h a t  n a t i o n a l  f o r e s t  
r e c e i p t s  b e  s p e n t  o n  s c h o o l s  a n d  r o a d s  in t h e  a r e a  w h e r e  t h e  p a y m e n t  w a s  
g e n e r a t e d ,  t h e  S t a l e  h e ld  t h e  v ie w  th a t  t h e  le g a l  r e q u i r e m e n t  w a s  m e t  b e c a u s e  
t h e  S t a t e  s p e n t  a t  l e a s t  a n  a m o u n t  e q u a l  to  t h e  r e t a i n e d  u n o r g a n i z e d  b o r o u g h  
p o r t io n  o n  s c h o o l s  b n d  r o a d s  w ith in  t h e  a f f e c t e d  a r e a s  o f  t h e  u n o r g a n i z e d  
b o r o u g h .



1992  -  P r e s e n t:  T h e  a l lo c a t i o n  o f  f u n d s  to  o r g a n i z e d  b o r o u g h s  r e m a i n e d  
u n c h a n g e d .  H ow ejver ,  u n d e *  t h e  r e v i s e d  law , t h e  S t a t e  a l l o c a t e s  t h e  
u n o r g a n i z e d  b o r o u g h  p o r t io n  o f  t h e  f u n d s  to  c i t ie s  in o r  n e a r  t h e  p o r t io n  o f  t h e  
n a t i o n a l  f o r e s t  in t f e  u n o r g a n i z e d  b o r o u g h ,  r e g i o n a l  e d u c a t i o n a l  a t t e n d a n c e  
a r e a s  in o r  n e a r  t h e  p o r t io n  o f  t h e  n a t io n a l  f o r e s t  in t h e  u n o r g a n i z e d  b o r o u g h ,  
a n d  t h e  c o m m u n i ty  o f  M e t l a k a t l a .  W h i l e  p a y m e n t s  to  b o r o u g h s  a r e  b a s e d  stric tly  
o n  t h e  a m o u n t  o f  n a t io n a l  f o r e s t  w ith in  th e i r  r e s p e c t i v e  b o u n d a r i e s ,  p a y m e n t s  to 
c i t i e s  a n d  R E A A s  w ith in  t h e  u n o r g a n i z e d  b o r o u g h  d e p e n d  o n  s t u d e n t  e n r o l lm e n t  
(for  R E A A s  a n d  cit /  s c h o o l  d is t r i c t s )  a n d  a m o u n t  o f  r o a d s  m a i n t a i n e d  (for c i t ie s  
a n d  M e t l a k a t l a ) .  A d d it io n a l ly ,  t h e  S t a t e  r e t a i n s  a  p o r t io n  o f  t h e  r o a d  m a i n t e n a n c e  

d in g  b a s e d  o n  t h e  m i l e s  o f  r o a d  it m a i n t a i n s  o u t s i d e  o f  c i t i e s  w ith in  t h e  p o r t io n
of t h e  u n o r g a n i z e d

T h e  S t a t e  a  
R e g i o n a l  E d u c a t i o  
p a y s  s i g n i f i c a n t  a m  
n a t i o n a l  f o r e s t s  (pc 
a v a i l a b l e  t o  o t h e r

b o r o u g h  in t h e  n a t io n a l  f o r e s t .

n d  f e d e r a l  g o v e r n m e n t s  p a y  1 0 0  p e r c e n t  o f  b a s i c  n e e d  fo r  
rtal A t t e n d a n c e  A r e a s  (R E A A s) ,  D e s p i t e  s u c h ,  t h e  S t a t e  a l s o  
o u n t s  o f  N a t io n a l  F o r e s t  R e c e i p t s  to  R E A A s  w ith in  t h e  
r t ic u la d y  t h e  T o n g a s s ) .  T h o s e  R E A A s  r e c e i v e  f u n d s  n o t  

R E A A s  o u t s i d e  t h e  n a t io n a l  f o r e s t s .

L B C  C o n c l u s i o n s  r e g a r d i n g  N a t i o n a l  F o r e s t  R e c e i p t s

S i n c e  1 9 9 9 ,  t h e  C o m m i s s i o n  h a s  r e j e c t e d  t h e  n o t io n  t h a t  S t a t e  po l icy  
p o s i t i o n s  c o n c e r n i n g  b o r o u g h  in c o r p o r a t io n  a n d  a n n e x a t i o n  s h o u l d  b e  d r iv e n  by  
f i n a n c ia l  c o n s i d e r a t i o n s  s u c h  a s  t h e  N a t io n a l  F o r e s t  R e c e i p t s  p r o g r a m s .  T h e  
C o m m i s s i o n  n o t e s  t h a t  s u c h  p r o g r a m s  a r e  e p h e m e r a l  a n d  m a y  o p e r a t e  in a  
s ig n i f ic a n t ly  d i f f e r e n t  m a n n e r  o r  m a y  n o  lo n g e r  e x i s t  in a  f e w  y e a r s .  In c o n t r a s t ,  
t h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e  f o r m a t io n  o f  a  b o r o u g h  o r  t h e  e x t e n s i o n  o f  a  
b o r o u g h  o v e r  a  l a f g e  a r e a  is a  m u c h  m o r e  p e r m a n e n t  a c t i o n .  M o r e o v e r ,  t h e  
C o m m i s s :o n  h a s  a s s e r t e d  t h a t  it is  p o o r  p u b l ic  p o l ic y  to  s u g g e s t  t h a t  e a c h  
a n n e x a t i o n  o r  i n c o r p o r a t i o n  p r o p o s a l  s h o u l d  b e  w e i g h e d  t o  e n s u r e  t h a t  r e v e n u e s  
a n d  c o s t s  a r e  s o m e h o w  b a l a n c e d .  T h e  C o m m i s s i o n  is  g u i d e d  b y  A la s k a ' s  
c o n s t i t u t i o n  a n d  s t a n d a r d s  e s t a b l i s h e d  in law . T h e s e  m a k e  little o r  n o  p ro v is io n  
fo r  c o n s i d e r a t i o n  o f  t h e  f isc a l  e f f e c t s  o n  p r o g r a m s  s u c h  a s  N a t io n a l  F o r e s t  
R e c e i p t s .  H o w e v e r ,  t h e  C o m m i s s i o n  h a s  a l s o  n o t e d  t h a t  e v e n  if f in a n c ia l  
i m p a c t s  w e r e  a  r e l e v a n t  c o n s i d e r a t i o n ,  t h e  a d v e r s e  f in a n c ia l  i m p a c t s  o n  
n u m e r o u s  lo c a l  s e r v i c e  p r o v i d e r s  in K e tc h ik a n  G a t e w a y  B o r o u g h  a n n e x a t i o n  
w o u ld  h a v e  b e e n  cje m in im is  in t e r m s  o f  t h e  p e r c e n t a g e  o f  t h e  o p e r a t i n g  b u d g e t s  
o f  e a c h  o f  t h e  a f f e c t e d  e n t i t i e s .  ( 1 9 9 9  S t a t e m e n t  o f  D e c i s i o n ,  K e tc h i k a n  G a t e w a y  
B o r o u g h  A n n e x a t i o n ,  p. 12 ; 2 0 0 7  S t a t e m e n t  o f  D e c i s i o n ,  K e t c h i k a n  G a t e w a y  
B o r o u g h  A n n e x a t i o n ,  p p .  2 6 - 2 7 ) . )

T h e  L B C  b e l i e v e s  t h a t  t h e  c u r r e n t  m e t h o d o l o g y  fo r  a l l o c a t i n g  N a t io n a l  
F o r e s t  R e c e i p t s  ( a n d  o t h e r  r e v e n u e  p r o g r a m s )  is a n  i m p e d i m e n t  to  b o r o u g h  
f o r m a t io n  a n d  a n n e x a t i o n .  T h e  C o m m i s s i o n  h a s  r e p e a t e d l y  b r o u g h t  t h i s  i s s u e  to 
t h e  a t t e n t i o n  o f  t h e  L e g i s l a tu r e .  T h e  fo llow ing  e x c e r p t  f r o m  t h e  L B C ’s  2 0 0 5  
A n n u a l  R e p o r t  to  t h e  L e g i s l a tu r e  is i l lu s tra t iv e  o f  t h e  C o m m i s s i o n ’s  c o n c e r n ;



6 .  R e s t r i c t  N a t i o n a l  F o r e s t  R e c e i p t s  a n d  R e s t r i c t  S h a r e d  
F i s h e r i e s  p e e s  a n d  T a x e s  to  B o r o u g h s  a n d  C i t i e s  W ith in  
B o r o u g h s .  I

A s  n o t e d  a b o v e ,  t h e  1 9 9 1  T a s k  F o r c e  o n  G o v e r n m e n t a l  R o l e s  
c o n c l u d e d  t h a t  . . r e c e n t  a c t i o n s  b y  t h e  l e g i s l a t u r e  to  s h a r e  
N a t io n a l  F o r e s t  r e c e i p t s  a n d  F i s h e r i e s  B u s i n e s s  T a x  r e c e i p t s  w ith  
c o m m u n i t i e $  in t h e  u n o r g a n i z e d  b o r o u g h  h a v e  r e m o v e d  n e a r l y  all 
o f  t h e  f e w  r e m a i n i n g  i n c e n t i v e s  to  o r g a n i z e  b o r o u g h s . "  T h o s e  
i s s u e s  a r e  a d d r e s s e d  b e lo w .

(A) N a t io n a l  F o r e s t  R e c e i p t s

In 1 9 6 4 ,  fo l low ing  t h e  fo r m a t io n  o f  o r g a n i z e d  b o r o u g h s  
e n c o m p a s s i h g  p o r t io n s  o f  A l a s k a ' s  n a t io n a l  f o r e s t s ,  t h e  S t a t e  o f  
A l a s k a  a l l o c a t e d  N a t io n a l  F o r e s t  r e c e i p t s  o n  t h e  b a s i s  o f  n a t i o n a l  
f o r e s t  a c r e a g e  w ith in  e a c h  o r g a n i z e d  b o r o u g h  a n d  t h e  u n o r g a n i z e d  
b o r o u g h .  P a y m e n t s  w e r e  m a d e  to  o r g a n i z e d  b o r o u g h s ,  w h i le  t h e  
S t a t e  r e t a i n e d  t h e  s h a r e  fo r  t h e  u n o r g a n i z e d  b o r o u g h .  B e c a u s e  t h e  
f e d e r a l  l a w  r e q u i r e d  t h a t  N a t io n a l  F o r e s t  r e c e i p t s  b e  s p e n t  o n  
s c h o o l s  a n d  r o a d s  in t h e  a r e a  w h e r e  t h e  p a y m e n t  w a s  g e n e r a t e d ,  
t h e  S t a t e  h e ld  t h e  v ie w  th a t  t h e  l e g a l  r e q u i r e m e n t  w a s  m e t  b e c a u s e  
t h e  S t a t e  s p e n t  a n  a m o u n t  a t  l e a s t  e q u a l  to  t h e  r e t a i n e d  
u n o r g a n i z e d  b o r o u g h  p o r t io n  o n  s c h o c l s  a n d  r o a d s  w ith in  t h e  
a f f e c t e d  a r e a s  o f  t h e  u n o r g a n i z e d  b o r o u g h .

T h e  L e g i s l a tu r e  c h a n g e d  t h e  a l lo c a t io n  o f  f u n d s ,  e f f e c t iv e  in 1 9 9 2 .  
U n d e r  t h e  r e v i s e d  law , t h e  S t a t e  a l l o c a t e d  t h e  u n o r g a n i z e d  b o r o u g h  
p o r t io n  o f  t h e  f u n d s  to  c i t ie s  in o r  n e a r  t h e  p o r t io n  o f  t h e  n a t i o n a l  
f o r e s t  in t h e  u n o r g a n i z e d  b o r o u g h ,  R c A A s  in o r  n e a r  t h e  p o r t io n  o f  
t h e  n a t io n a l  f o r e s t  in t h e  u n o r g a n i z e d  b o r o u g h ,  a n d  t h e  
u n i n c o r p o r a t e d  c o m m u n i ty  o f  M e t la k a t l a .  W h i l e  p a y m e n t s  to  
b o r o u g h s  w e r e  b a s e d  s tr ic t ly  o n  t h e  a m o u n t  o f  n a t io n a l  f o r e s t  
a c r e a g e  w ith in  th e i r  r e s p e c t i v e  b o u n d a r i e s ,  p a y m e n t s  to  c i t i e s  a n d  
R E A A s  w ith in  t h e  u n o r g a n i z e d  b o r o u g h  d e p e n d e d  o n  s t u d e n t  
e n r o l l m e n t  (for R E A A s  a n d  c ity  s c h o o l  d i s t r i c t s )  a n d  m i l e s  o f  r o a d s  
m a i n t a i n e d  (for c i t ie s  a n d  M e t la k a t la ) .

In FY  2 0 0 4 ,  t h e  five o r g a n i z e d  b o r o u g h s  in s o u t h e a s t  A l a s k a  t h a t  
q u a l i f ie d  fo r  p r o g r a m  f u n d s  r e c e i v e d  a n  a v e r a g e  o f  $ 6 2  6 0  p e r  
c a p i t a .  In c o n t r a s t ,  n i n e t e e n  e n t i t i e s  ( t h r e e  R E A A s ,  n i n e  h o m e - r u l e  
o r  f i r s t -c la sS  c i t ie s ,  s ix  s e c o n d - c l a s s  c i t ie s ,  a n d  o n e  n o n p ro f i t  
c o r p o r a t i o n )  in t h e  s o u t h e a s t  A l a s k a  p o r t io n  o f  t h e  u n o r g a n i z e d  
b o r o u g h  r e c e i v e d  a n  a v e r a g e  o f  $ 3 3 3 . 8 1  p e r  c a p i t a .
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T h e  L B C  n o t e s ,  in p a r t ic u l a r ,  t h a t  R E A A s  w ith in  n a t io n a l  f o r e s t s  
r e c e i v e  fu n c  s  n o t  a v a i l a b l e  to  R E A A s  o u t s i d e  n a t io n a l  f o r e s t s .  In 
FY  2 0 0 4 ,  t h e  t h r e e  R E A A s  in s o u t h e a s t  A l a s k a  r e c e i v e d  
$ 1 , 0 2 7 , 5 4 6  in N a t io n a l  F o r e s t  r e c e i p t s .  T h a t  a m o u n t e d  to  $ 1 , 4 2 3  
fo r  e a c h  s t u d e n t  in t h o s e  d is t r i c t s  (a  to ta l  o f  7 2 2 . 3  A D M  [ a v e r a g e  
d a i ly  m e m b e r s h i p ]  fo r  t h o s e  t h r e e  d is t r i c t s ,  in c lu d in g  
c o r r e s p o n d e  n e e  s t u d e n t s ) .

In a d d i t io n  t o  b e i n g  a  d i s i n c e n t i v e  to  b o r o u g h  f o r m a t io n ,  t h e  e x i s t in g  
s y s t e m  c r e a t e s  b r o a d  o p p o s i t i o n  to  c e r t a i n  b o r o u g h  a n n e x a t i o n s .  
A s  n o t e d  in C h a p t e r  2  o f  th i s  r e p o r t ,  t h e  K e tc h i k a n  G a t e w a y
B o r o u g h  is e x p e c t e d  to  p r o p o s e  t h e  a n n e x a t i o n  o f  5 , 5 4 5  s q u a r e
m i le s .  A n n e x a t i o n  o f  n a t io n a l  f o r e s t  l a n d s  to  a  b o r o u g h  r e s u l t s  in 
t h e  sh i f t  o f  n a t i o n a l  f o r e s t  f u n d s  f r o m  e n t i t i e s  in t h e  u n o r g a n i z e d  
b o r o u g h  t o j t h e  a n n e x i n g  b o r o u g h .  A c c o r d i n g  to  t h e  D e p a r t m e n t ,  
b a s e d  o n  F Y  2 0 0 4  f u n d in g ,  it is e s t i m a t e d  t h a t  t h e  p r o p o s e d  
K e tc h i k a n  ( g a t e w a y  B o r o u g h  a n n e x a t i o n  w o u ld  sh i f t  $ 1 , 3 1 5 , 5 7 3  
a n n u a l l y  f r q m  u n o r g a n i z e d  b o r o u g h  r e c i p i e n t s  t o  t h e  K e tc h i k a n  
G a t e w a y  B o r o u g h .  R e c i p i e n t s  w ith in  t h e  u n o r g a n i z e d  b o r o u g h  
e x p r e s s e d  c o n c e r n  o v  >r e a r l i e r  a t t e m p t s  b y  t h e  K e tc h i k a n  G a t e w a y  
B o r o u g h  to  q n n e x  m u c h  o f  t h e  a r e a  in q u e s t i o n .

R e s t r i c t in g  N a t io n a l  F o r e s t  r e c e i p t s  fu n d in g  to  o r g a n i z e d  b o r o u g h s ,  
a s  w a s  t h e  c a s e  p r io r  to  1 9 9 2 ,  w o u ld  c r e a t e  i n c e n t i v e s  fo r  b o r o u g h  
in c o r p o r a t io n  o f  t h e  a r e a  e n c o m p a s s i n g  P r i n c e  of W a l e s  I s l a n d  a n d  
o t h e r  u n o r g a n i z e d  a r e a s  o f  s o u t h e a s t  A la s k a .  It w o u ld  a l s o  r e ­
m o v e  i m p e d i m e n t s  to  b o r o u g h  a n n e x a t i o n s  in s o u t h e a s t  A l a s k a .

2 0 0 5  Report o f the A laska  L o ca l Boundary Com m ission to the First S e s s io n  of the Twenty-fourth ^ la sk a  State  Legislature . p p .  1 2 9  - 1 3 1 .  S e e  a lso , 2 0 0 4 ,  2 0 0 6 ,  
a n d  2 0 0 7  L B C  a n n u a l  r e p o r t s  to  t h e  L e g i s l a tu r e  a n d  t h e  L B C 's  2 0 0 4  Sch o o l Consolidation Report.
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aries and are also mandated to pay a significant 
portion of the State's cost o f education, it can 
hardly be said that organized boroughs have 
not been "deprived o f State services, rev­
enues. or assistance* or that they have ro t 
beer, 'penalized because o f 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 o f 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 
$130 million in required Iccal contributions 32

Education funding is iust one example o f 
many disincentives that have incrementally 

~crept into law over the years. Other specific 
Issues include the foTiowir.g.

— Areas o f the unorganized borough 
outside o f home rule and first class 
cities have no obligation to  support 
their schools Borough formation 
results in the imposition in those ar­
eas o f the requirement for local con­
tributions in suppon o f schools (4 
mill equivalent or 45% of basic need, 
whichever is less).

■* The delivery of education services in 
the unorganized borough is fraction­
alized. Even though the unorganized 
borough accounts for less than four­
teen percent of the state's popula­
tion, seventy percent o f Alaska's 
school districts are in the unorga­

nized borough. Borough formation 
would bring about consolidation of 
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.

■* Borough form ation 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 govern­
ment would result in the loss of eligi- 
bility on the part of cities for federal 
payments in lieu of taxes (PL 94-565. 
as amended by PL 104-333).

“ ♦ Borough formation or annexation 
would cause the loss of eligibility by 
unincorporated com m unities and 
volunteer fire departments in the 
unorganized borough for State Rev­
enue Sharing

■* Extension o f borough government 
would bring about the loss of eligi­
bility by unincorporated communities 
in the unorganized borough for State 
capital matching grants

P I l T

12 in addicion to  req u ired  local co n trib u tio n s , o rgan ized  b o ro u g h s h av e  b u d g e te d  m ore th a n  $ 10 0  million in 
— d isc re tio n a ry  to m .db atiO fls  for th e i f  Jc h O o K M h g fn g  th e T o M  lev el oT su p p o rt to  m o re  than  $ 2 3 0  million in th e  

cu rren t fiscal y ear
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C h a p t e r  4

P o l i c y  I i s u c i  a n d  C o n c a r n s

The Commission stresses 
that Its concern over 
the lack ot incentives to 
form boroughs does not 
apply to the same 
degree to communities 
Interested In forming 
single community 
borough governments. 
Concerns on the part of 
the Commission 
regarding prospective 
single community 
borough Incorporation 
proposals are 
addressed separately in 
this chapter.

T h e  L o c a l  B o u n d a ry  
C o m m iss io n  w ishes  to  b r in g  
th e  fo llow ing p o l i c y  issues  

a n d  c o n c e r n s  to  t h e  a t t e n t i o n  of 
t h e  leg is la tu re :

♦> S u b s ta n t ia l  d i s in c e n t iv e s  for 
b o r o u g h  in c o r p o r a t io n  a n d  
a n n e x a t i o n  a r e  i m p e d i n g  t h e  
d e v e l o p m e n t  o f  lo c a l  
g o v e r n m e n t  In A laska . The C ity  
of C o r d o v a  h a s  d r a f t e d  a  
c o n c e p t u a l  p r o p o s a l  to  
p r o m o t e  b o r o u g h  fo rm a t io n  in 
u n o r g a n i z e d  a r e a s  th a t  h a v e  
t h e  c a p a c i t y  to  a s s u m e  th e  
responsib il i ty  for lo c a l  
g o v e r n m e n t .  The C o m m is s io n  
u r g e s  t h e  le g is l a tu re  to  g iv e  
th o u g h tfu l  c o n s i d e r a t i o n  to  t h e  
City of C o r d o v a ’s p r o p o s a l  in 
o r d e r  to  b r in g  a b o u t  fo r m a t io n  
o f  n e w  b o r o u g h s  in A laska .

❖ T h ere  is g ro w in g  a m b ig u i ty  o v e r  
t h e  a u lh o r i ty  of new ly  f o r m e d  
or a l t e r e d  m u n ic ip a l  
g o v e r n m e n t s  to  levy  p r o p e r ty  
t a x e s  d u r in g  th e  initial 
a s s e s s m e n t  y e a r  a f t e r  t h e  
c h a n g e .  T here  is a l s o  a  n e e d  
fo p r o v i d e  m u n ic ip a l i t ie s  with 
ex tra territo ria l  au th o r i ty  to  levy 
t a x e s  in a r e a s  d e t a c h e d  from 
t h o s e  m u n ic ip a l i t ie s  to  p a y  
c o s t s  a s s o c i a t e d  with 
d e t a c h m e n t .  Further, S ta te  law  
sh o u ld  b e  a m e n d e d  lo  
r e c o g n i ' . e  t h a t  a c t i o n s  t h a t  
c o m e  b e f o r e  th e  Local

B o u n d a r y  C o m m is s io n  m a y  
resu lt  in c h a n g e s  to  s e r v ic e  
a r e a s  o f  o r g a n i z e d  b o r o u g h s  
a n d  t h e  u n o r g a n i z e d  b o r o u g h .

The Sm all  C o m m u n i t y  H ousing  
M o r t g a g e  L o a n  p r o g r a m  is 
h a v i n g  a d v e r s e  i m p a c t s  o n  
s o m e  m u n ic ip a l  b o u n d a r y  
p r o p o s a l s .  Ideally ,  t h e  
p r o g r a m  c o u l d  b e  re v ise d  to  
m a i n t a i n  h o m e b u y e r  p r o g r a m  
eligibility for a  p e r i o d  a f te r  
m u n ic ip a l  b o u n d a r y  c h a n g e s .

❖ D is in c e n t iv e s  for b o r o u g h  
in c o r p o r a t i o n  a n d  a n n e x a t i o n  
a r e  p r o m o t i n g  in te re s t  in s in g le ­
c o m m u n i t y  b o r o u g h s .

❖ D e s p i t e  a  c o n s t i tu t io n a l  
r e q u i r e m e n t  for s u c h ,  t h e r e  is a  
l a c k  o f  c o m m o n  in teres ts  within 
t h e  u n o r g a n i z e d  b o r o u g h .

S u b s t a n t i a l  D i s i n c e n t iv e s  
H i n d e r i n g  B e n e f i c i a l  
B o r o u g h  I n c o r p o r a t i o n  a n d  j jk  
A n n e x a t i o n  a r e  Im p e d in g  t h e  $ « t  
D e v e lo p m e n t  o f  L o c a l f° f' ''9
G o v e r n m e n t  in  A la s k a  I* * '

As if h a s  d o n e  s i n c e  t h e  1980s, 
t h e  L o ca l  B o u n d a r y  C o m m iss io n  
c o n t i n u e s  to  u r g e  t h e  le g is la tu re  to 
e x a m i n e  a n d  a d d r e s s  t h e  
subs tan t ic  d is in c e n t iv e s  for 
b o r o u g h  in c o r p o r a t io n  a n d  
a n n e x a t i o n  15 The leg is la tu re  a n d  
t h e  C o m m is s io n  h a v e
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N o r th  S lo p e  B o r o u g h
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it A n c h o r a g e  H o m e s  B o r o u g h
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o l J u n e a u

W ra n g e ll

P e te rsb u rg

K e tc h ik a n  G a te w a y  

B o r o u g h

34 MalQnuska-Susim-3 
Borough School District 
v. State. 931 R2d 391, 
398 (Alaska 1997)

”  ItJlsL 406

*

c o n t i n u u m  of  in te res ts  p r o t e c t e d  
b y  t h e  e q u a l  p r o t e c t i o n  c l a u s e . 26 
In t h a t  s a m e  c a s e .  J u s t i c e s  
M a t th e w s  a n d  R ab in o w itz  s t a t e d  
t h a t  a n y  r e m e d y  o f  t h e  p e r c e i v e d  
In e q u i t ie s  m u s t  b e  p u r s u e d  
t h r o u g h  t h e  l e g is l a tu re  r a t h e r  t h a n  
t h e  c o u r t s .  S pec if ica l ly ,  th e y  
s t a t e d :

. . .the legislature can decide 
whether and how much to tax 
property in REAAs tree trom 
legally maintainable claims 
brought by taxpayers In other 
taxing jurisdictions that Its 
decision is wrong. Here, as with 
State spending decisions, any 
ava ila b le  remedy must be 
pursued through majoritarian 
processes rather than through 
the courts.27
A s u m m a r y  of t h e  d is in c e n t iv e s  

lo r  b o r o u a h l n c o r p o r a t i o n  a n d  
a n n e x a t i o n  th a t  exis t  in t h e  c u r r e n t

A r e a s  o f  t h e  u n o r g a n i z e d  
b o r o u g h  o u t s id e  o f  h o m e  rule 
a n d  first c l a s s  c i t ie s  h a v e  n o  
o b l i g a t i o n  t o  f in a n c ia l ly  s u p p o r t  
the ir  s c h o o ls .  B c .o u g h  
fo r m a t io n  r e s u |f;> in th e  
im p o s i t io n  in t h o s e  a r e a s  of t h e  
r e q u i r e m e n t  for lo c o l  
c o n t r ib u t io n s  in s u p p o r t  of 
s c h o o l s  (4 mill e q u i v a l e n t  o r  
4 5 %  o f  b a s i c  n e e d ,  w h ic h e v e r  
is less).
B o ro u g h  fo r m a t io n  w o u ld  b r in g  
a b o u t  c o n s o l i d a t i o n  of s c h o o l  
dis tr ic ts  in t h e  u n o r g a n i z e d  
b o r o u g h ,  a n  e f f e c t  t h a t  is 
c o m m o n l y  p e r c e i v e d  a s  a  loss 
o f  l o c a l  c o n t r o l  r e g a r d i n g  
s c h o o ls .  U n d e r  t h e  p r e s e n t  
c i r c u m s t a n c e ,  t h e  d e l iv e ry  of 
e d u c a t i o n  s e r v ic e s  in t h e  
u n o r g a n i z e d  b o r o u g h  is
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f r a c t io n a l iz e d .  A l th o u g h  th e  
u n o r g a n i z e d  b o r o u g h  
a c c o u n t s  for le s s  t h a n  1 4 %  o t 
t h e  s t a te 's  p o p u l a t i o n ,  7 0 %  of  
A laska 's  s c h o o l  districts exist in 
t h e  u n o r g a n i z e d  b o r o u g h .
In s o m e  c a s e s ,  b o r o u g h  
fo rm a t io n  c a r r i e s  t h e  p r o s p e c t  
o f  substantial e d u c a t i o n  
f u n d in g  r e d u c t i o n s  in t h e  form 
o f  e l im in a te d  s u p p l e m e n t a r y  
fu n d in g  floors u n d e r  AS 
1 4 .1 7 .4 9 0 ,  r e d u c e d  a r e a  c o s t  
d ifferen tia ls , a n d  o th e r  fa c to rs .

B orough  fo r m a t io n  or 
a n n e x a t i o n  w o u ld  m e a n  th e  
loss of eligibility o n  t h e  p a r t  of 
REAAs a n d  c it ies  in t h e  
u n o r g a n i z e d  b o r o u g h  for 
N a t io n a l  Forest R e c e ip ts .
The e x te n s io n  o f  b o r o u g h  
g o v e r n m e n t  w o u ld  resu lt  in th e  
loss of eligibility o n  t h e  p a r t  of 
c i t ie s  for f e d e r a l  p a y m e n t s  In 
lieu  of t a x e s  (PL 9 4 - 5 6 5 ,  a s  
a m e n d e d  b y  PL 1 04 -3 33 ) .

B orough  fo rm a t io n  or 
a n n e x a t i o n  w o u ld  c a u s e  th e  
loss o f  eligibility for S ta te  
R e v e n u e  S h a r in g  b y  
u n i n c o r p o r a t e d  c o m m u n i t i e s  
a n d  v o l u n te e r  fire d e p a r t m e n t s  
in t h e  u n o r g a n i z e d  b o r o u g h .

Extension o f  b o r o u g h  
g o v e r n m e n t  w o u ld  b r in g  a b o u t  
th e  loss of eligibility for S ta te  
c a p i t a l  m a t c h i n g  g r a n t s  b y  
u n i n c o r p o r a t e d  c o m m u n i t i e s  in 
th e  u n o r g a n i z e d  b o r o u g h .

B o ro u g h  fo rm a t io n  o r  
a n n e x a t i o n  w o u ld  m e a n  a  5 0 %  
r e d u c t io n  o f  t h e  e n t i t l e m e n t  of 
cities within t h e  u n o r g a n i z e d  
b o r o u g h  to  f isheries b u s in e s s  
tax  re f u n d s  from  t h e  S ta te .

The e x te n s io n  o f  b o r o u g h  
g o v e r n m e n t  r e q u i r e s  a r e a w i d e  
p la n n in g ,  p la t t in g ,  a n d  l a n d  
u s e  re g u la t i o n .  S u c h  is 
c o m m o n l y  p e r c e i v e d  b y  c it ies  
cu r ren t ly  e x e rc is in g  th o s e

• f t #  •

p v ?  B o ro u g h s  F a r m e d  V o lu n ta r tty

Ucrlli Srejic Boiooy 
N o rth w e s t A r - t ic  B o ro u g h  
B ris to l 6 -iv Bornv>gh 
t a k *  a n d  P c r tin s ti ia  B o ro u g h
A l e u t i a n . - ,  E a s t  B o r o u g h  

O rnnfi B ciouQ fi 
City a Oft B o rryugh  o t Yokuf.lt 
hj'PC". Borough

v- j Legislatively MurujAtod Botohcjhit
Fou bunks North SUr Borough 
r.tut jnu'iku-Su 'iitiW t Borough 
M jr-.tcifjrJ.1ty of Anchav jg r 
Kona: PvninfiuM Borough 
KccTi jK tsfjttc) Borough 
C ity And Borough of Junihtu 
C.ty and Corough of SitkA 
Ketchikan Gateway Borough

> '- .xArc,



R e p o r t  o f  t h e  L o c a l  B o u n d a r y  C o m m i s s i o n  

t o  t h e  F i r s t  S e s s io n  o f  t h e  T w e n t y - S e c o n d

A l a s k a  S t a t e  L e g i s l a t u r e

J a n u a r y  1 7 ,  2 0 0 1

Kc*:r. V.'.ir.jlj’, C.T.U-rjx’rSCiu Local fi;>ur:d.ifv Coi’.iin.i.suli:
Karhlivt: \Viis*;r:r.u:t. I?i itjclici.i]I Jtajric: 350 W tsi SeventhAvttiue. S oar 177‘J

Nancy Ci.usuJ- 2nd judici.il District j
Plante yo?-2t)9-4560All.ir. Teschc 3rd Judicial District 

Ard.th Lyaafi. 4th Judicial District

Andiuracc. ALisLl 99501-3510 
r in
l- j.v  907-2(:-9-4539

A r e a s  A d d r e s s e d  
i n  t h i s  R e p o r t

-I-*.-}

•o<-

Jjsr
5/-Cj-r-i



L B C  Report to the F irst Session o f  the Twenty-Second Alaska State Legislature January 17, 2001

Declaration of Intent. It is the intention of the legislature to provide for maximum 
local self government with a minimum number of local government units and 
tax-levying jurisdictions, and to provide for the orderly transition of special service 
districts into constitutional forms of government. The incorporation of organized 
boroughs by this Act does not necessarily relieve the state of present service burdens.
No area incorporated as an organized borough shall be deprived of state services, 
revenues, or assistance or be otherwise penalized because of incorporation .... Session 
Laws of Alaska, 1963, Chapter 52.

Organized boroughs are mandated to carry out the State’s cons;, utional duty fo r 
public education w ithin their boundaries. They are also required to pay a significant 
portion o f  the State’s cost o f  education, while regional educational attendance areas 
are not. Thus, contrary to the express intent o f  the 1963 M andatory Borough Act, 
organized boroughs are being deprived o f  State services, revenues, or assistance and 
are being penalized because o f  incorporation.

Fo r example, in the current fiscal year alone, organized boroughs are required by AS 
14 .17 .410 to contribute m ore than $135 m illion to support education.26 Attempts by 
local governments to achieve a jud ic ia l remedy o f  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 o f  the continuum o f  interests 
protected by the equal protection clause.27 In  that same case, Justices Matthews and 
Rabinow itz stated that any remedy o f  the perceived inequities must be pursued 
through the legislature rather than the courts.

. . . 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 
remedy must be pursued through majoritarian processes rather than through the

26 In addition to 
required local 
contribuDons, 
organized 
boroughs have 
budgeted more 
than $100 million 
in discretionary 
contributions for 
their schools.

27Macar.uska- 
Susima Borouzh

Stats, 931 P. 2d
391,398 (Alaska 
1997).

28 Ibid., 406

courts.28

A  summary o f  the disincentives to r b o rough incorporation and annexation that exist
in the current law fo llow s: "

X  Areas o f  the unorganized borough outside o f  home ru le  and first class cities have 
no obligation to financia lly support their schools. Borough form ation results in 
the imposition in those areas o f  the requirement for loca l contributions in support 
o f  schools (4  m ill equivalent or 45%  o f  basic need, whichever is less).

x  Borough form ation w ould bring about consolidation o f  school districts in the 
unorganized borough, an effect that is commonly perceived as a loss o f  loca l 
control regarding schools. Under the present circumstance, the delivery o f  educa­
tion services in the unorganized borough is fractionalized. A lthough the unorga­
nized borough accounts fo r less than 14% o f the state’s popu lation, 70%  o f  
Alaska's school districts exist in the unorganized borough.

X  In  some cases, borough form ation carries the prospect o f  substantial education 
funding reductions in the fo rm  o f  elim inated supplementary funduig floors under 
AS 14 17.490, reduced area cost differentials, and other factors.

-40-
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29 Boroughs that 
have formed 
voluntarily 
typically enjoy 
abundant natural 
resources or other 
attributes that 
make borough 
government 
particularly 
attractive for 
those regions. 
Many of the eight 
boroughs formed 
under the 1963 
Mandatory 
Borough Act lack 
comparable 
resources. The 
eight boroughs 
thac formed 
voluntarily are 
the Bristol Bay 
Borough, Haines 
Borough, North 
Slope Borough, 
Northwest Arctic 
Borough, Aleu­
tians East 
Borough, Lake 
and Peninsula 
Borough, Denali 
Borough, and 
Yakutat Borough.

Borough formation or annexanon would mean the loss o f  eligibility on the part 
o f  REAA s and cities in the unorganized borough for National Forest Receipts.
The extension o f borough government would result in the loss n f  eligibility on the 
part o f  cities for federal payments in lieu o f  taxes (P L  94-565, as amended by PL  
104-333).
Borough formation or annexation would cause the loss o f  eligibility for State 
Revenue Sharing by unincorporated communities and volunteer fire departments 
in the unorganized borough.
Extension o f  borough government would bring about the loss o f  eligibility for 
State capital matching grants by unincorporated communities in the unorganized 
borough.

X  Borough form ation or annexation would mean a 50%  reduction o f  the entitle­
ment o f  cities within the unorganized borough to fisheries business tax refunds 
from  the State.

X The extension o f  borough government requires areawide planning, platting, and 
land use regulation. Such is commonly perceived by cities currently exercising 
those powers as a loss o f  loca l control (a lthough boroughs may delegate the 
powers to cities within the borough).

X In  some cases, borough formation carries with it the prospect o f  significant fund­
ing reductions from the State for coastal zone management.

Perhaps no statistic is more illustrative o f  the disincentives fo r borough government 
than the fact that only 4%  o f  A laskans live in boroughs that were vo luntarily 
form ed.29 In contrast, 83%  o f  A laskans live in organized boroughs that were formed 
under the 1963 mandate from  the Legislature. The remaining 13% o f  A laskans live in 
the unorganized borough.

It is noteworthy that the Commission's concerns are shared by at least one o f  the 
larger and more sophisticated local governments in the unorganized borough. In 
December 1999, the Council o f  the City o f  C ordova adopted Resolution Number 
1299-83 urging “the executive and legislative branches of the government of the State of 
Alaska to review and emend the borough formation process." Cordova C iry officials have 
drafted a paper outlin ing a concept to promote borough formation in those parts o f 
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 fo r consideration 
by the Legislature.

r \ t , r
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11 Hen: ruJe and  
first lass cities 
In ti e unc.ga- 
nized borough 
are subject to 
the sam e laws 
requiring a local 
contribution in 
supp o rt of 
schools. How­
ever. the 
rem ainder of the 
unorganized 
borough, m ade 
up  of regional 
educational 
attendance areas  
w hich comprises 
approxim ately 
two-thirds of the 
population of cite 
unorganized 
borough, has no 
obligation to 
m ake a local 
contribudon. As 
su ch , regional 
educational 
attendance areas  
(REAAs) suffer 
no reduction in 
the level of S tate 
education 
foundation aid, 
as is the case for 
m unicipal school 
d istric ts 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 determ ina­
tion made under 
the education 
foundation 
formula

a Matanuska: 
Susitn a  Borough 
School District v. 
S tate . 931 P 2d 
391, 398 (Alaska 
1997).

foundation aid than they 
would have received had 
they not been organized 
as boroughs.21 Thur. 
contrary to the express 
intent of the 1963 Man­
datory Borough Act, o r­
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 
m illion in required “local 
contributions", the six­
teen organized boroughs 
made 'v o lu n ta ry local 
c o n tr ib u t io n s " of 
5159,401,604 or $1,508 
per s tuden t la s t year. 
The total contributions in 
support of schools by or­
ganized boroughs last 
year am oun ted to 
S302.866.353 or $2,866 
per student.

Attempts by boroughs to 
achieve a judicia l remedy 
of perceived tax inequi­
ties inherent in the edu­
cation funding formula 
have been unsuccesstul 
In one recent case the 
co u r t conc luded tha t 
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
is la ture rather than the 
courts

. .  . th e  legislature can 
d ec id e  w h e th e r  an d  
how m uch to tax  prop­
erty in REAAs free from 
legally  m a in ta in a b le  
claim s brought by tax­
payers in o ther taxing 
ju r isd ic tio n s  th a t  its 
decision is wrong. Hen 
as with S tate spending 
decisions, any available 
remedy m u st be p u r ­
s u e d  th ro u g h
m ajorirarian processes 
rather than through the 
co urts .”

A summary of the disin­
centives for borough incor­
poration and annexation 
tha t exist In the current 
law follows:

Areas of the un ­
organ ized b o r ­
ough outside of 
home ru le and 
firs t class cities 
have no ob liga ­
tion to financially 
suppo rt ope ra ­
tion o f th e ir 
schools. Borough 
formation results 
In the imposition 
in those areas of 
the requirement 
for local contribu­
tions In support 
of schools (4 m ill 
equ iva le n t or 
45% of basic 
reed, whichever 
Is less).

Borough fo rm a­
tion would bring 
about consolida­
tion of school d is­
tricts in the unor - 
ganized borough,

an effect tha t Is 
commonly p e r­
ceived as a loss of 
local contro l re­
garding schools. 
Under the present 
circumstance, the 
delivery of educa­
tion services in the 
unorganized bo r­
ough is fractional­
ized. Although the 
unorganized bor­
ough accounts for 
a p p ro x im a te ly  
13% of the state's 
popu la tio n , the 
unorganized bor­
ough encom ­
passes 70% of 
A laska 's school 
districts.

♦ In some cases, 
borough fo rm a ­
tion carries the 
prospect of sub ­
stantial education 
fu n d in g re d u c ­
tions In the form 
of e lim ina ted 
su p p lem e n ta ry 
funding floors un­
der AS 14.17.490, 
reduced area cost 
differentials, and 
other factors.

♦ Borough fo rm a ­
tion or annexation 
would mean the 
loss of eligibility on 
the part of REAAs 
and cities in the 
unorganized bo r­
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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p V

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 b o r­
ough gove rnm en t 
would bring about 
the loss of eligibility 
fo r S tate ca p ita l 
matching grants by 
unincorporated com 
munities in the un ­
organized borough.

♦ Borough formation 
or annexation would 
mean a 50% reduc­
tion of the en tit le ­
ment of cities w ith in 
the unorganized bor - 
ough to fishe rie s 
business tax refunds 
from the State.

♦ The extension of bor­
ough government re­
qu ires areaw ido 
planning, p la tting , 
and land use regula­
tion. Such is com ­
monly perceived by 
cities currently exer­
cising those powers 
as a loss of local con­
tro l (although bo r­
oughs may delegate 
the powers to cities 
within the borough).

♦ In some cases, bor­
ough formation car­
ries with it the pros­
pect of s ign ifican t

funding reductions 
from the State for 
coastal zone man­
agement,

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

I t is noteworthy th a t the 
A laska M un ic ipa l League 
shares the Commission's con­
cerns. The 2002 Policy State­
ment adopted by the Alaska 
Municipal League States:

E n c o u ra g e m e n t o f  M u­
n ic ip a l  G o v e rn m e n t in  
t h e  U n o rg a n iz e d  B o r ­
ough: The League supports 
s ta te  policies tha t remove 
disincentives and encuur-

age the formation and a n ­
nexation to boroughs in the 
unorganized areas  of the 
state . . ,

Call for a Review o f the 
Role o f G overnm ent. The 
f cague calls for a review of 
m unicipal g overnm en t. 
to determ ine if s ta te  poli­
cies are consistent with the 
Intent of the Alaska Consti­
tu tio n  m an d atin g  ■maxi­
mum local self-government 
w ith a  m in im um  of local 
governm ent units. . .’ Ac­
cording to the Local Bound­
ary Commission, th e  state 
h as  created significant d is­
incentives to the formation 
of new m unicipal govern­
m ents

It is also noteworthy that, the 
City of Cordova, the seventh 
most populous c ity 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 o f the gov 
ernment o f the State o f Alas, 
to review and am end the bor­
ough form ation  p ro cess  "

| «  Ibid.. 406

1 1‘ Boroughs that 
' have formed 

voluntarily 
: cypically enjoy

ab u n d an t 
natura l 
resources or 
o ther attribu tes 
th a t make 

I borough 
! governm ent 
| particularly  

attractive for 
those regions. 
Many of the 
eight boroughs 
farm ed u nder 
the 1963 
M andatory 
Borough Act 
la . . ,  com pa­
rable re­
sources. The 
eight boroughs 
th a t formed 
voluntarily  are 
the Bristol Bay 
Borough. 
H aines
Borough, North 
Slope Borough, 
Northwest 
Arctic Borough. 
A leutians East 
Borough. Lake 
an d  Peninsula 
Borough,
Denali B or­
ough. and 
Yakutat 
Borough,

Cordova, where officials of the seventh most populous city 
government in the unorganized borough, called for reform 
similar to SB 48
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o rgan ized  bo roughs a re  being seve re ly  
dep rived  o f  S ta te  se rv ices, revenues, o r 
assistance and  a re  being pena lized  because 
o f  in co rp o ra tion .

In  add ition  to the $ 1 5 2 .5  m illio n  in r e ­
qu ired  “ lo c a l con tr ib u tion s" fo r  FY  2 0 03 , 
the 16 o rgan ized  bo rough s m ade “ v o lu n ta ry  
lo ca l c on tr ib u tion s ” o f  $ 1 2 7 ,1 7 2 ,5 4 3  o r  
$1 ,2 0 1  p e r s tu d en t la s t y e a r .24 The to ta l 
con trib u tion s in  su p p o rt o f  schoo ls by 
o rgan ized  bo rough s la s t  y e a r am oun ted  to 
$ 2 7 9 ,7 0 3 ,4 5 7  o r  $ 2 ,6 4 2  p e r studen t. The 
d a ta  in T ab le  3-1  on the fo llow ing  page sets 
ou t schoo l d is tric ts , by type, and  the r e ­
qu ired  and v o lu n ta ry  lo c a l c on tr ib u tion  o f 
each unde r the educa tion  founda tion  p ro ­
g ram  m A S  1 4 .1 7 .4 1 0 .

A ttem pts by bo roughs to  achieve a ju d ic ia l 
rem edy o f  pe rce ived  ta x  in equ ities in h e ren t 
in the educa tion  fu n d in g  fo rm u la  have been 
unsuccessfu l. In  one recen t case, the cou rt 
concluded th a t freedom  from  d isp a ra te  
ta xa tion  lie s  a t the low end  o f the con ­
tinuum  o f  in te re s ts  p ro tec ted  by the eq u a l 
p rotection  c la u se .25 Ju s tic e s  M a tth ew s and 
R ab inow itz  s ta ted  th a t an y  rem edy o f  the 
perceived in equ itie s  m ust be pu rsu ed  
th rough  th e  le g is la tu re  ra th e r  th an  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 ju risd ictions , .at its 
decision is wrong Here, as with State spend­
ing decisions, any available remedy must be 
pursued through majorita rian processes 
rather than through the courts.-*

A sum m ary  o f  the d is in cen tive s fo r  b o rou gh 
in co rp o ra tion  and an n exa tion  th a t ex is t in

“ fh e 'c u rre n t law  fo llow s :
A reas o f the un o rg an ized  bo rough 
ou tside o f  home ru le  and firs t 
class c ities have no ob lig a tion  to

fin a n c ia lly  su ppo rt op e ra tion  o f  
th e ir  schools. B o rou gh  fo rm a tio n  
re su lts  in the im pos ition  in those 
a re a s  o f the re q u irem en t fo r loca l 
con tribu tion s in  su pp o rt o f 
schoo ls (4 m ill e q u iv a le n t o r 
45 percent o f  basic need, w h ich­
ev e r is less ).
B o rough  fo rm a tio n  w ou ld  bring 
ab ou t conso lida tion  o f  schoo l 
d is tric ts  in the un o rg an ized  
borough , an  e ffect th a t is  com­
m on ly  perce ived as a lo ss o f  loca l 
con tro l re g a rd in g  schoo ls . U n d e r 
the p resen t c ircum stance , the 
d e liv e ry  o f  educa tion  se rv ices in  
the uno rg an ized  bo rough  is fra c ­
tion a lized . A lth ou gh  the un o rg a ­
n ized  bo rough accounts fo r  
ap p ro x im a te ly  13 p e rcen t o f the 
s ta te ’s p opu la tion , the u n o rg a ­
n ized  borough encom passes 
70 pe rcen t o f  A la s k a ’s schoo l 
d is tric ts .
In  some cases, bo rough  fo rm a tio n  
c a rrie s  the p rospect o f  su b s ta n ­
t ia l educa tion  fund ing  reduc tions 
in th e  fo rm  o f  e lim in a te d  su pp le ­
m en ta ry  fund ing  flo o rs  unde r AS 
1 4 .1 7 .4 9 0 , reduced a rea  cost 
d iF  re n tia ls , and o th e r fac to rs .
B o rough  fo rm a tio n  o r an nexa tion  
w ou ld  m ean the lo ss o f  e lig ib i lity  aJ c q  
on the p a rt o f  R EA A s an d  cities 'N 
in the un o rg an ized  bo rough  fo r 
N a tio n a l F o re s t R ece ip ts. Fund s 
w ou ld  be rece ived  by the new 
borough

11 U sing  a  b orough  FY 2QC3 averag e  daily  m em b er­
ship o f 105,834 5.

15 M a ta r .u sk a -S iis itn a  B o rou gh  School D is tr ic t v 
S ta te , 931 P .2d 391, 398 (A laska 1997)

Ibid., 406
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N o r t n  S l o p u  B o r o u g h  

P o p u l l l i o n  7  J A S

U n o rg a n iz e d  B o ro u g h  
P o p u la tio n  81,266

N o r i N w t t !  A r c n c  B o r o u g h  

P o p u l a t i o n  7 . 2 0 8

D e n a l i  B o r o u g t i  

P o p u l a t i o n  1 8 9 3

K o n a i  P e n i n s u l a  B o r o u g h  

P o p u l a t i o n  4 9  6 9 1  •>.

ka*.c a n d  P e n i n s u l a  B o r o u g h  

P o p u l a t i o r  1 8 2 3  - — _

Bristol B o y  B o ' o u g h  

P o p u l a t i o n  1 . 2 5 7

\

F a i r b a n k s  N o r t h  S u i  B o r o u g h  

P o p u l a t i o n  8 2  8 4 0//
M a t a r u s k a  S u s i t n a  B o r o u g h  

P o p u l a t i o n  5 9  3 2 2

M u n i c i p a l i t y  o f  A n c h o r j g c  

— P o p u l a t i o n  2 6 0  2 8 3

City &  B o r o u g h  or  V a k u U t  

P o p u l a t i o n  8 0 8

C - t y  &  B o r o u g h  o f  Si t k a  

P o p u l a t i o n  8  8 3 5

K o d i a k  ii J  'ii B o r o u g h  

P o p u l a t i o n  1 3  9 1 3

H a m a s  B o r o u g h  

P o p u l a t i o n  2  3 9 2

City &  B o r o u g h  of J u n e a u  

  P o p u l a t i o n  3 0  711

K e t c h i k a n  G a t e w a y  B o r o u g h  

P o p u l a t i o n  1 4  0 7 0

/
A l e u t i a n s  fcasi B o r o u g h  

P o o u i a h o n  2  6 9 7

*

P i t *

The e x te n s io n  ot bo rough guvc rn * 
ii ie n t w o u ld  re s u lt in the loss of 
e l ig ib i l i t y  on th e p a r t o f c ine .- fo r 
fe d e ra l p a ym e n ts in lie u o f taxes 
(F’ L  f> I •■")()■). as am ended by I ’ I.
101-33:3). F und s w ou ld be p a id to 
the bo ro u g h .

B o ro u g h fo rm a t io n  o r a n n e x a tio n 
w o u ld m ean it 30 pe rcen t red tie- 
lio n  o f th e  e n t it le m e n t o f c i t io - 
w i th in  th e  u n o rg a n i/ i 'd  bo rough 
to f is h e r ie s  bus in e ss ta x re fu n d - 
from  th e  S ta te .

T he e x te n s io n  o f bo ro ugh g o v e rn ­
m en t re q u ire s .ire aw ide p la n n in g , 
p la t t in g  and la n d use re g u la t io n  
S uch is c om m o n ly pe rce ived In 
c it ie s  c u r r e n t ly  e x e rc is in g those 
pow e rs as a lo.-< o f loca l co n tro l 
(a lth o u g h  borough .- m ay de lega te 
th e p ow e rs to c it ie s w ith in  th e 
bo ro u gh ).

•+ In  som e cases, b o ro u gh fo rm a tio n  
c i i r n e -  w i th  it th e prospec t ot 
s ig n if ic a n t fu n d in g  re d u c tio n s 
from  th e S ta te  fo r coa s ta l /.one 
m a n a g em e n t.

P e rh a p s no s ta t is t ic  is m o re il lu s t r a t iv e  o f 
th e e ffe c t o f th«.- d is in c e n t iv e s fo r bo rough 
g o v e rnm e n t th a n  th e  fac t th a t on ly I p e r­
cen t o f A la s k a n .- liv e  in bo rough .- ih a i wen- 
fo rm ed v o lu n ta r i ly  • In  c o n tra s t. 8 '■ p e r ­
cen t of A la s k a n - liv e  in o rg a n iz e d b o ro u g h - 
th a t w e re fo rm e d u n d e r th e lfM i ! m anda te 

from  th e  L e g is la tu re  T h e rem a in in g  
1-5 pe rc e n t o f A la s k a n s liv e  in th e u n o rg a ­
n ized b o ro u g h .

Bnmuqha 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 eiqhi 
l-irouqh- formed under the IIMi.i Mandatory Bor­
ough Act luck comparable iv-mirce- The eight 
iHirouqh- that formed voluntarily arc tlv Bristol 
Bay Borough Haines Borough. North Slope Bor­
ough. Northwest Arcin' Borouqh Aleutian- hn.-t 
Boroupl) Lake and Peninsula Borough. Denali 
Borouqh and Yukut.at Borouqh



to ffe e  F ir s *  S e s s io n  oS 4fee
S la s k a  S ta te  & eg*sSat*3w e

C o m m e m o r a t i n g  t h e  5 0 , t h  A n n i v e r s a r y  o f  . t h e  
C o n v e n i n g  o f  t h , e  A l a s k a  C o n s t i t u t i o n a l  C o n v e n t i o n

"We th e  p e o p l e  o f  A la s k a , g r a t e f u l  to  G od  a n d  to  t h o s e  w h o  f o u n d e d  o u r  n a t i o n  
a n d  p i o n e e r e d  th i s  g r e a t  l a n d ,  In  o r d e r  to  s e c u r e  a n d  t r a n s m i t  to  s u c c e e d i n g  

g e n e r a t i o n s  o u r  h e r i t a g e  o f  p c  l i t i c a l ,  c iv il , a n d  r e l i g io u s  l i b e r ty  w i th in  th e  
O n io n  o f  S ta te s ,  d o  o r d a i n  a n d  e s t a b l i s h  t h i s  c o n s t i t u t i o n  fo r  t h e  S ta te  o f

A la s k a  »
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£

F u r t h e r  in  t h i s  r e ­
g a r d ,  t h e  LBC n o t e s  
t h a t  l a n d  e n t i t l e ­
m e n t s  f o r  b o r o u g h s  
h a v e  n o t  a l w a y s  
b e e n  t r a n s f e r r e d  a s  
q u i c k l y  a s  b o r o u g h  
o f f ic i a l s  w o u l d  p r e ­
fe r .  S e e ,  T a b l e  3 - 1 2  
f o r  d e t a i l s  r e g a r d i n g  
t h i s  i s s u e  a s  o f  F e b ­
r u a r y  2 0 0 3 .  T h e  
L B C  u n d e r s t a n d s  
t h a t  a d d i t i o n a l  
f u n d s  h a v e  b e e n  
a p p r o p r i a t e d  f o r  t h e  
S t a t e  a g e n c y  d e a l ­
i n g  w i t h  m u n i c i p a l  
l a n d  t r a n s f e r s  a n d  
a n t i c i p a t e s  t h a t  t h e  
r e m a i n i n g  e n t i t l e m e n t s  w ill b e  c o n ­
v e y e d  e x p e d i t i o u s l y  a n d  t h a t  a n y  f u ­
t u r e  m u n i c i p a l  e n t i t l e m e n t  t r a n s f e r s  
will b e  a  p r i o r i t y  o f  t h e  S t a t e .

6 .  R e s tr ic t N a iigna l F orest 
R e c e jp ts  a n d  R e s tr ic t_ S h £ re d  
F is h e r ie s  F e e s  a n d  T a x e s  to  
Boro ug hs  a n d  C ities W ithin Bpr- 
ou gh s.

Borough  Land En titlem ents -  AS 29 .6 5
Municipality

T Original 
■ Entitlement

Acreage Remaining

Aleutians East Borough 7,633 5,713
I Muhidp^ityWAnchofage. V?jS?m'893-i
Bristol Bay Borough 2,398 349
^Denali Borouqh -SJS5t9,789. \! t a m f t M t n j o s  i
Fairbanks North Star Bcrouqh 112,000 177
Haines'Borouqh Hsas^teBoo .5
City and Borouqh of Juneau 19,584 160
• kenalf?enrnsWB6rdugH?^K* ■$$155,780 S
Ketchikan Gateway Borouqh 11,593 0
. Kodiaklsland B6rbuqh'iiSSyniSS.VS*&56,500A
Lake and Peninsula Borough 125,000 92,885
Matanuska-Susitna Borouqh AV 355,210 i
North Slope Borouqh 89,850 89,486
i Northwest ArcticBorouqh -;^285,438.; ^^.•>=1^285,434 :■
City and Borouqh of Sitka 10,500 0
l City arid Borough of Yakdlat.1 * M 21 ;500 ? *.>>20,088

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.

f e w  r e m a i n i n g  i n c e n t i v e s  t o  o r g a n i z e  
b o r o u g h s . "  T h o s e  i s s u e s  a r e  a d ­
d r e s s e d  b e l o w .

c e iv ts . (a) N ation al F o re st R e -

A s  n o t e d  a b o v e ,  t h e  1 9 9 1  T a s k  F o rc e  
o n  G o v e r n m e n t a l  R o le s  c o n c l u d e d  t h a t  
" .  . . r e c e n t  a c t i o n s  b y  t h e  l e g i s l a t u r e  
t o  s h a r e  N a t i o n a l  F o r e s t  r e c e i p t s  a n d  
F i s h e r i e s  B u s i n e s s  T a x  r e c e i p t s  w i th  
c o m m u n i t i e -  in t h e  u n o r g a n i z e d  b o r ­
o u g h  h a v e  r e m o v e d  n e a r l y  all o f  t h e

In  1 9 6 4 ,  f o l lo w in g  t h e  f o r m a t i o n  o f  o r ­
g a n i z e d  b o r o u g h s  e n c o m p a s s i n g  p o r ­
t i o n s  o f  A l a s k a ' s  n a t i o n a l  f o r e s t s ,  t h e  
S t a t e  o f  A l a s k a  a l l o c a t e d  N a t i o n a l  F o r ­
e s t  r e c e i p t s  o n  t h e  b a s i s  o f  n a t i o n a l  
f o r e s t  a c r e a g e  w i t h i n  e a c h  o r g a n i z e d  
b o r o u g h  a n d  t h e  u n o r g a n i z e d  b o r o u g h .  
P a y m e n t s  w e r e  m a d e  t o  o r g a n i z e d  
b o r o u g h s ,  w h i l e  t h e  S t a t e  r e t a i n e d  t h e  
s h a r e  f o r  t h e  u n o r g a n i z e d  b o r o u g h .  
B e c a u s e  t h e  f e d e r a l  l a w  r e q u i r e d  t h a t  
N a t i o n a l  F o r e s t  r e c e i p t s  b e  s p e n t  o n  
s c h o o l s  a n d  r o a d s  in t h e  a r e a  w h e r e
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t h e  p a y m e n t  w a s  g e n ­
e r a t e d ,  t h e  S t a t e  h e l d  
t h e  v i e w  t h a t  t h e  l e ­
g a l  r e q u i r e m e n t  w a s  
m e t  b e c a u s e  t h e  S t a t e  
s p e n t  a n  a m o u n t  a t  
l e a s t  e q u a l  t o  t h e  r e ­
t a i n e d  u n o r g a n i z e d  
b o r o u g h  p o r t i o n  o n  
s c h o o l s  a n d  r o a d s  
w i th i n  t h e  a f f e c t e d  a r ­
e a s  o f  t h e  u n o r g a n i z e d  
b o r o u g h .

T h e  L e g i s l a t u r e  
c h a n g e d  t h e  a l l o c a t i o n  
o f  f u n d s ,  e f f e c t i v e  in 
1 9 9 2 .  U n d e r  t h e  r e ­
v i s e d  l a w ,  t h e  S t a t e  a l l o c a t e d  t h e  u n ­
o r g a n i z e d  b o r o u g h  p o r t i o n  o f  t h e  f u n d s  
t o  c i t i e s  in o r  n e a r  t h e  p o r t i o n  o f  t h e  
n a t i o n a l  f o r e s t  in t h e  u n o r g a n i z e d  b o r ­
o u g h ,  R EA A s in o r  n e a r  t h e  p o r t i o n  o f  
t h e  n a t i o n a l  r o r e s t  in t h e  u n o r g a n i z e d  
b o r o u g h ,  a n d  t h e  u n i n c o r p o r a t e d  c o m ­
m u n i t y  o f  M e t l a k a t l a .  W h i l e  p a y m e n t s  
t o  b o r o u g h s  w e r e  b a s e d  s t r i c t l y  o n  t h e  
a m o u n t  o f  n a t i o n a l  f o r e s t  a c r e a g e  
w i t h i n  t h e i r  r e s p e c t i v e  b o u n d a r i e s ,  
p a y m e n t s  t o  c i t i e s  a n d  REA A s w i th i n  
t h e  u n o r g a n i z e d  b o r o u g h  d e p e n d e d  o n  
s t u d e n t  e n r o l l m e n t  ( f o r  REAAs a n d  c i ty  
s c h o o l  d i s t r i c t s )  a n d  m i l e s  o f  r o a d s  
m a i n t a i n e d  ( f o r  c i t i e s  a n d  M e t l a k a t l a ) .

I n  FY 2 0 0 4 ,  t h e  f iv e  o r g a n i z e d  b o r ­
o u g h s  in s o u t h e a s t  A l a s k a  t h a t  q u a l i ­
f i e d  f o r  p r o g r a m  f u n d s  r e c e i v e d  a n  
a v e r a a p  o f  $ 6 2 . 6 0  p e r  c a p i t a .  I n  c o n ­
t r a s t ,  n i n e t e e n  e n t i t i e s  ( t h r e e  R E A A s,

n i n e  h o m e - r u l e  o r  f i r s t - c l a s s  c i t i e s ,  
s i x  s e c o n d - c l a s s  c i t i e s ,  a n d  
o n e  n o n p r o f i t  c o r p o r a t i o n )  in  t h e  
s o u t h e a s t  A l a s k a  p o r t i o n  o f  t h e  u n o r ­
g a n i z e d  b o r o u g h  r e c e i v e d  a n  a v e r a g e  
o f  $ 3 3 3 . 8 1  p e r  c a p i t a .

T h e  L B C  n o t e s ,  in  p a r t i c u l a r ,  t h a t  
R EA A s w i t h i n  n a t i o n a l  f o r e s t s  r e c e i v e  
f u n d s  n o t  a v a i l a b l e  t o  R EA A s o u t s i d e  
n a t i o n a l  f o r e s t s .  I n  FY 2 0 0 4 ,  t h e  
t h r e e  R E A A s in s o u t h e a s t  A l a s k a  r e ­
c e i v e d  $ 1 , 0 2 7 , 5 4 6  in N a t i o n a l  F o r e s t  
r e c e i p t s .  T h a t  a m o u n t e d  t o  $ 1 , 4 2 3  
f o r  e a c h  s t u d e n t  in t h o s e  d i s t r i c t s  ( a  
t o t a l  o f  7 2 2 . 3  A D M  f o r  t h o s e  
t h r e e  d i s t r i c t s ,  i n c l u d i n g  c o r r e s p o n ­
d e n c e  s t u d e n t s ) .

In  a d d i t i o n  t o  b e i n g  a  d i s i n c e n t i v e  t o  
b o r o u g h  f o r m a t i o n ,  t h e  e x i s t i n g  
s y s t e m  c r e a t e s  b r o a d  o p p o s i t i o n  t o
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c e r t a i n  b o r o u g h  a n n e x a t i o n s .  A s 
n o t e d  in C h a p t e r  2  o f  t h i s  r e p o r t ,  t h e  
K e t c h i k a n  G a t e w a y  B o r o u g h  s 
e x p e c t e d  t o  p r o p o s e  t h e  a n n e x a t i o n  
o f  5 , 5 4 5  s q u a r e  m i l e s .  A n n e x a t i o n  o f  
n a t i o n a l  f o r e s t  l a n d s  t o  a  b o r o u g h  
r e s u l t s  in t h e  s h i f t  o f  n a t i o n a l  f o r e s t  
f u n d s  f r o m  e n t i t i e s  in t h e  u n o r g a n i z e d  
b o r o u g h  t o  t h e  a n n e x i n g  b o r o u g h .  
A c c o r d i n g  t o  t h e  D e p a r t m e n t ,  b a s e d  
o n  FY 2 0 0 4  f u n d i n g ,  It is  e s t i m a t e d  
t h a t  t h e  p r o p o s e d  K e t c h i k a n  G a t e w a y  
B o r o u g h  a n n e x a t i o n  w o u l d  s h i f t  
$ 1 , 3 1 5 , 5 7 3  a n n u a l l y  f r o m  u n o r g a n i z e d  
b o r o u g h  r e c i p i e n t s  t o  t h e  K e t c h i k a n  
G a t e w a y  B o r o u g h .  R e c i p i e n t s  w i th i n  
t h e  u n o r g a n i z e d  b o r o u g h  e x p r e s s e d  
c o n c e r n  o v e r  e a r l i e r  a t t e m p t s  b y  t h e  
K e t c h i k a n  G a t e w a y  B o r o u g h  t o  a n n e x  
m u c h  o f  t h e  a r e a  in  q u e s t i o n .

R e s t r i c t i n g  N a t i o n a l  F o r e s t  r e c e i p t s  
f u n d i n g  t o  o r g a n i z e d  b o r o u g h s ,  a s  w a s  
t h e  c a s e  p r i o r  t o  1 9 9 2 ,  w o u l d  c r e a t e  
i n c e n t i v e s  f o r  b o r o u g h  i n c o r p o r a t i o n  o f  
t h e  a r e a  e n c o m p a s s i n g  P r i n c e  o f  W a le s  
I s l a n d  a n d  o t h e r  u n o r g a n i z e d  a r e a s  o f  
s o u t h e a s t  A l a s k a .  I t  w o u l d  a l s o  r e ­
m o v e  i m p e d i m e n t s  t o  b o r o u g h  a n n e x ­
a t i o n s  in s o u t h e a s t  A l a s k a .

(b) S h a r e d  F is h e r ie s  F e e s  a n d  T axes.
D O R  c o l l e c t s  f i s h e r i e s  b u s i n e s s  l i c e n s e  
f e e s  a n d  t a x e s  u n d e r  t h e  p r o v i s i o n s  o f  
A S 4 3 . 7 5 . 0 1 1  -  4 3 . 7 5 . 2 9 0 .  A p o r t i o n  
o f  t h e  f e e s  a n d  t a x e s  a r e  d i s t r i b u t e d

b y  D O R  t o  e l i g i b l e  m u n i c i p a l i t i e s  u n ­
d e r  t h e  f o r m u l a  s e t  o u t  in  
A S  4 3 . 7 5 . 1 3 0 .

F if ty  p e r c e n t  o f  a n y  r e v e n u e  n o t  t r a n s ­
f e r r e d  t o  e l i g ib l e  m u n i c i p a l i t i e s  i s  a l l o ­
c a t e d  t o  t h e  D e p a r t m e n t  f o r  
d i s t r i b u t i o n  t o  e l i g i b l e  m u n i c i p a l i t i e s  
t h a t  d e m o n s t r a t e  s ’ n i f i c a n t  e f f e c t s  
f r o m  f i s h e r i e s  b u s i n e s s  u n d e r  t h e  p r o ­
v i s i o n s  o f  AS 2 9 . 6 0 . 4 5 0 .

U n d e r  t h e  F i s h e r i e s  R e s o u r c e  L a n d i n g  
T. s t a t u t e s  ( A S  4 3 . 7 7 . 0 1 0 - 2 0 0 ) ,  
D O R  c o l l e c t s  a  l a n d i n g  t a x  o n  f l o a t i n g  
f i s h e r i e s  b u s i n e s s e s  a n d  d i s t r i b u t e s  it 
d i r e c t l y  t o  e l i g ib l e  m u n i c i p a l i t i e s  a c ­
c o r d i n g  t o  t h e  f o r m u l a  s p e l l e d  o u t  in 
A S 4 3 . 7 7 . 0 6 0 .  O n c e  t h i s  a l l o c a t i o n  is 
m a d e ,  5 0  p e r c e n t  o f  t h e  f u n d s  n o t  d i s ­
t r i b u t e d  b y  D O R  t o  e l i g ib l e  m u n i c i p a l i ­
t i e s  a r e  a l s o  t r a n s f e r r e d  t o  C o m m e r c e  
f o r  d i s t r i b u t i o n  t o  e l i g ib l e  m u n i c i p a l i ­
t i e s .
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U n o r g a n i z e d  B o r o u g h

Unorganized Borough

boroughs. Law s p ro v id in g  th e  m a n ­
n e r fo r  e s ta b lis h m e n t o f organized bor­
oughs h a v e  a ls o  b e e n  e n a c t e d . 
H o w e ve r, In 4 6  y e a rs , th e  L e g is la tu re 
o f th e  S ta te  o f A laska  has y e t to  e na c t 
law s p ro v id in g  s tan d a rds  and th e  m a n ­
n e r fo r  e s ta b lis h m e n t o f  unorganized 
boroughs.

The abse n ce  o f s ta n d a rd s  fo r  e s ta b ­
lis h m e n t o f u n o rg a n ize d  b o ro u g h s  and 
th e  la c k  o f c o m p lia n c e  w ith  th e  c o m - 
m o n - in te re s t  p rin c ip le  on th e  p a r t o f 
th e  s in g le  u n o rg a n iz e d  b o ro u g h  a c t as 
a s ig n if ic a n t im p e d im e n t to  a c h ie v e ­
m e n t o f  th e  c o n s t itu t io n a l g o a ls  o f 
m a x im u m  local s e lf -g o v e rn m e n t w ith 
a m in im u m  o f local g o v e rn m e n t u n its 
s e t  o u t  in  A r t ic le  X , s e c t io n  1 o f 
A la s ka 's  C o n s titu tio n .

Dr. John  B e b o u t, a c o n s u lta n t to  th e 
Local G o v e rn m e n t C o m m itte e  a t th e 
A la s k a  C o n s t i tu t io n a l  C o n v e n t io n ,

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

Subsection A. Statement of the 
Issue:
A rtic le  X, s e c tio n  3 o f  A la ska 's  C o n s ti­
tu t io n  re q u ire s  th e  A laska  L e g is la tu re 
to  e n a c t law s p ro v id in g  fo r ( 1 )  s ta n ­
d a rd s  fo r  e s ta b lis h m e n t o f o rg a n iz e d 
a n d  u n o rg a n iz e d  b o ro u g h s  and  ( 2 ) 
m e th o d s  fo r  e s ta b lis h m e n t o f o rg a ­
n ize d  and  u n o rg a n iz e d  b o ro u g h s . In 
1 9 5 1 , th e  L e g is la tu re  e n a c te d  s ta n ­
d a rd s  fo r  e s ta b lis h m e n t o f organized

A * * ® o-o

As is th e  case  w ith  N a tio n a l F o re s t re ­
ce ip ts , re s tr ic t in g  s h a re d  fish e rie s  fees 
a n d  ta x e s  to  o rg a n iz e d  b o ro u g h s 
w o u ld  c re a te  fu r th e r  In c e n tiv e s  fo r 
b o ro u g h  in c o rp o ra tio n .

P a g e  1 3 2 J a n u a r y  2 0 0 5
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Commission have com plem entary duties re la ting  to this issue. Specifically, the 
legislature has the constitu tional duty to prescribe procedures and standards for 
borough form ation (A rt. X, Sec. 3). The Commission has the s ta tu to ry  duty to  make 
studies o f local government boundary problems (AS 44.33 .812 [a ][1 ]).

In 1961, the founders o f Alaska local government opted to  make borough form ation 
voluntary. Legislators recognized from the very beginning tha t there  were inadequate 
incentives to encourage people to form  boroughs. Unfortunately, the inducements to 
organize that were lacking fa iled to evolve over tim e. In fac t, there  were substantial 
disincentives to  borough form ation and annexation. The organized borough concept 
had l i t t le  appeal to most rural communities who surmised th a t they were b e tte r 
o ff m aintain ing the status quo w ith  the State paying fo r the m a jo rity  o f services, 
especially education. Under Alaska law, boroughs tha t organize are m andated to 
carry o u t the S ta te ’s constitu tiona l duty for public education w ith in  the ir boundaries. 
They are also required to pay a significant portion o f the State's cost o f education, 
w hile  regional educational attendance areas are not. There proved to be o the r 
inequities as w e ll. Thus, contrary to the express in te n t o f the  1963 M andatory 
Borough Act, organized boroughs are being deprived of State services, revenues, or 
assistance and are being penalized because o f incorporation.

A summary o f jh e  disincentives for borough incorporation and annexation th a t exist 
in the curren t (aw fo llows:^ ~

• Areas of the unorganized borough outside of home rule and firs t class cities have 
no obligation to financially support the ir schools. Borough form ation results 
in the im position in those areas of the requirem ent fo r local contributions 
in support of schools (4 m ill equivalent or 45% o f basic need, w hichever is 
less).

Unorganized Borough

Unorganized Borough
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Borough fo rm a tion  would bring about consolidation o f school d istricts in 
the  unorganized borough, an e ffe c t th a t is commonly perceived as a loss of 
local con tro l regarding schools. Under present circumstance, the delivery of 
education services in the unorganized borough is fractionalized. Although the 
unorganized borough accounts fo r less than 14% o f the state's population, 70% 
o f Alaska’s school districts exist in the unorganized borough.

In some cases, borough form ation  carries the prospect of substantial education 
funding reductions in the form  of e lim inated supplementary funding floors 
under AS 14.17.490, reduced area cost d iffe rentia ls , and o ther factors.

Borough fo rm a tion  or annexation would mean the loss o f e lig ib ility  on the part 
o f REAAs and cities in the unorganized borough for National Forest Receipts.

• The extension o f borough government would result in the loss o f e lig ib ility  on 
thv. part o f cities for federal payments in lieu o f taxes (PL 94-565, as amended *  
by PL 104-333).

• Borough fo rm a tion  or annexation would cause the loss o f e lig ib ility  for 
State Revenue sharing by unincorporated com m unities and vo lun teer fire 
departm ents in the  unorganized com m unities and volunteer fire departm ents 
in the  unorganized borough.

• The extension o f borough governm ent requires areawide planning, p la tting , 
and land use regulation. Such is com m only perceived by cities curren tly 
exercising those powers as a loss o f local contro l (although boroughs may 
delegate the  powers to cities w >h in  the  borough).

Circumstances such as the  above, have contributed  to a growing in te rest in form ing 
single-com m unity borough governments. In addition to the disincentives and the 
lack o f inducem ents to form  boroughs, it  appears th a t local officials are concerned 
about being com pelled in to  larger, legislatively-m andated boroughs. Local officials 
from W rangell, Nome, Petersburg, Hoonah, Unalaska, Valdez, and o ther com m unities 
have recently  expressed interest in form ing single-com m unity o r re la tive ly  small 
boroughs. Several o th e r com m unities in the unorganized borough have also 
expressed in te res t in single-com m unity borough governm ent in years past. Those 
include Nenana, Tanana, Cordova, and Pelican. The Commission is concerned tha t 
if  this trend  continues, it  w ill lead to a p ro life ra tion  o f s ingle-com m unity boroughs 
created in a piecem eal fashion across Alaska. The prospect o f single-com m unity 
boroughs also raises serious questions w hether such would underm ine the  a b ility  o f 
surrounding com m unities to  ever shoulder the responsibility of borough governm ent 
in an e ffec tive  and e ffic ien t manner.

p 11- r
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organized boroughs have long been deprived o f  significant State services, revenues, or assistance 
and heavily penalized because o f  incorporation.

*  A  summary o f  the disincentives for borough incorporation and annexation tnat exist in the 
current law follows:

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

■ Borough formation would bring about consolidation o f  school districts in the 
unorganized borough, an effect that is commonly perceived as a loss o f  iocai control 
regarding schools. Under present circumstance, the delivery o f  education services 
in the unorganized borough is carried out in a fractured manner. Although the 
unorganized borough accounts for about i2 percent o f  the state’s populadon, 70 
percent o f  Alaska’s school districts exist in the unorganized borough.

■ In  some cases, borough formation carries the prospect o f  education funding 
reductions in the form o f  eliminated supplementary funding floors under 
AS 14.17.490, reduced area cost differentials, and other factors.
Borough formation or annexation would mean the loss o f  eligibility on the part o f  
REAA s and citie, in the unorganized borough for National Foresr Receipts.16

• The extension o f  borough government would result in the loss o f  eligibility on the 
psLrt o f  cities fo r federal payments in lieu o f  taxes (P L  94-565, as amended by PL  104- 
333).

■ Tnc extension o f  borough government requires arcawide planning, platting, and 
land use regulation. Such is commonly perceived by cities currently exercising those 
powers as a loss o floca l 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 o f inducements 
to form  boroughs, it appears that local officials arc concerned about being compelled into larger, 
legislatively-mandated boroughs. Local officials from W rangell. Nome, Petersburg, Hoonah,

*• The i09th Congress failed :o reauthorize the Secure Rural Schools and Comrr.uniry Self-Determination 
Act. Without such reauthorization, National Fotest Receipts funding in FY 08 will revert back to the original 
distribution formula which will likely result in payments to municipalities and school districts ir. southeast 
Alaska decreasing by roughly 85 percent. An effort was made to include the reauthorization legislation in the 
Continuing Resolution or tax extender package. There is a possibility that the program will be reauthorized m 
February wirh die Omnibus Spending Bill, which would provide money for the FT' 08 distribution. However, 
the program has a subsranria! cost and is viewed by a number of representatives and senators as an "earmark'’- a 
large expenditure that benefits some areas much more than others.
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|T|he legislature can decide whether and how much 
to tax property in REAAs free from legally maintain­
able claims brought by taxpayers in other taxing ju­
risdictions that its decision Is wrong. Here, as with 
Sate spending decisions, any available remedy must 
be pursued through majoritarian processes rather 
than through the courts.’*

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

O  Areas o f the unorganized borough outside o f 
home-rule and first-class cities have no obliga­
tion to financially support operation o f their 
schools. Borough formation results in the im­
position in those areas o f  the requirement for 
local contributions in support o f schools (4 mill 
equivalent or 45 percent o f  basic need, which­
ever is less). A significant levy o f 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 o f  school districts m the unorganized 
borough, an effect that is commonly perceived 
as a loss o f  local control regarding schools. 
Under the present circumstance, the delivery o f 
education services in the unorganized borough 
is fractionalized. Although the unorganized bor­
ough accounts for approximately 13 percent o f 
the state’s population, the unorganized borough 
encompasses 70 percent o f Alaska’s school dis­
tricts.

O  In some cases, borough formation carries the 
prospect o f  substantial education funding reduc­
tions in the form o f 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 o f eligibility o , , the part o f REAAs and 
cities in the unorganized borough for National 
Forest Receipts. Funds would be received by 
the new borough.

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

O Borough formation o r annexation would mean 
a 50 percent reduction o f the entidemcnt o f cit­
ies within the unorganized borough to fisheries 
business tax refunds from the State.

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

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

In their 1971 critique o f 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 
o f borough formation.’’ 75

Perhaps no statistic is more illustrative o f the effect 
o f  the disincentives for borough government than 
the fact that only 4 percent o f Alaskans live in bor­
oughs that were formed voluntarily.76 In  contrast,

Ibid., p. 4C6.

BorougK Government in Alaska, p. 138.

Boroughs that have formed voluntarily typically 
enjoy abundant natural resources or other atmbutes 
that make borough government particularly 
attractive for those regions. Many of the eight 
boroughs formed under the 1963 Mandatory 
Borough Acr lack comparable resources. The eight 
boroughs that formed voluntarily are the Bnstol 
Bay Borough, Haines Borough, North Slope 

-Borough, Northwest Arcac-Eorough, Aleutians Easr- 
Borough, Lake and Peninsula Borough, Denali 
Borough, and Yakutat Borough.

*



Impact of Wran^Vn Incorporation and Ketchikan Annexation Upon Distribution
In S ou theast A laska as  a Percen t of Total Education E xpenses
Boroughs and  Com m unities In S o u th east Alaska b ased  on FY '06 Data 1

latlonal Forest Receipt Revenues

New
1 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 (FV06) Change. . vr'Bo’ifO.ughViij; ~ Sv&SsssS

\ r » } '
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%

Petersburg 3,129 28,096 57,816 790,877 163.823
%

1,012,517 7,917,147

fKi-'- Vv ' .. . ■ ■■ 
10.0%

•

11.8% -1.8%
. . ■ m j ; %i,

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%

.;. SjbcSri^Glafes,: 'm m m S • - ^ 3 V a m - A S i 1 SrfcsSSSSsfsS^  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 •.» r : . - k - : >, ■’ ,

Metlakatla 1,404 83,328 89,845 N/A 17,343 107,188 0 0 0
r.REAA’s ■v •: 1 r‘ i* . -1 V ______ . ____ •if!' *

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%

Southeast Island 266,305 51,404 317,710 4,178,202 6.4% 7.5% -1.1%

' 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
5 Based on a projected 25.61% decrease In total payments to the unorganized borough resulting from Ketchikan's annexation 
and a value of 57.5 cents an acre tor organized boroughs qand the unorganized borough.

area figures for the political subdivisions 
and Wrangell's Incorporation

EXHIBIT IQ
PageJ_»f_L
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IN  T H E  S U P E R IO R  C O U R T  F O R  T H E  S T A T E  O F  A L A S K A  

F IR S T  J U D IC IA L  D IS T R IC T  A T  K E T C H IK A N

C IT Y  O F  C R A IG , A N N E T T E  IS L A N D  
S C H O O L  D IS T R IC T ,
O R G A N IZ E D  V IL L A G E  O F  K A S A A N , 
C R A IG  C IT Y  S C H O O L  D IS T R IC T ,
C IT Y  O F  K A S A A N ,
K L A W O C K  C IT Y  S C H O O L  
D IS T R IC T , N A U K A T I W E S T , IN C ., 
S O U T H E A S T  IS L A N D  
S C H O O L  D IS T R IC T , C IT Y  O F  
T H O R N E  B A Y ,  P R IN C E  O F  W A L E S  
C O M M U N IT Y  A D V IS O R Y  C O U N C IL , 
H O L L IS  C O M M U N IT Y  C O U N C IL  
C IT Y  O F  K L A W O C K , H Y D A B U R G  C IT Y  
S C H O O L  D IS T R IC T , C IT Y  O F  H Y D A B U R G  
H Y D A B U R G  C O O P E R A T IV E  A S S O C .

A ppe llan ts ,

vs.

L O C A L  B O U N D A R Y  C O M M IS S IO N , 

A ppe llee .
C ase  N o . IK E - 0 8 - 0 0 4  C l

24

25

2r>

)
)  S .S.

AFFIDAVIT OF BILL ROLFZEN

ST A T E  O F  A L A S K A  

F IR S T  J U D IC IA L  D IS T R IC T  )

B i l l  R o lfz e n , be ing firs t d u ly  svvt t i, deposes and says:

I . I am  a L o ca l G ove rnm en t Sp ec ia lis t fo r  the D epa rtm en t o f  C om m erce , 

C om m un ity  &  E con om ic  D eve lo pm en t (D C C E D ) ,  D iv is io n  o f  C om m un ity  and

A F F ID A V IT  OF BILL ROLFZEN
C i t y  o f  C r a ig .  e l  a l  v. L B C

Page 1 of 4
Case No. IKE-08-004 Cl
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| capac ity  as a ' re a l G ove rnm en t Sp ec ia lis t fo r  D C C E D , m y re sp on s ib ilit ie s  in c lud e  

adm in is te ring  com m un ity  fin anc ia l assistance p rog ram s in c lu d in g  state revenue sha ring , 

shared fish e rie s business tax , fish e ry  re sou rce  lan d in g  tax, p aym en t in lieu  o f  taxes, and 

n a tion a l fo re s t rece ip ts . A s the n a tion a l fo re s t rece ip ts p rog ram  adm in is tra to r, I am  

re sp on s ib le  fo r  the ca lcu la t ion s rega rd ing  the e f fe c t on  the m on ey  d istrib u tion  in 

S.F.. A la s k a  as to fo re s t rece ip ts , sch oo l fund ing , etc. that w ere inc luded  in the 

p re lim in a ry  and fin a l repo rts to the L o c a l B ou n d a ry  C om m is s io n  rega rd ing  the pe tition  

to annex land that is the sub jec t o f  the ab ove -cap tion ed  appea l.

2 . U p  un til 2 0 0 0 , the N a tion a l F o res t R ece ip ts  P ro g ram  annua l paym en t to 

the State fo r  d is trib u tion  to b o rou gh s (o rg an ize d  and u n o rg an ize d ) w as based on 2 5 %  o f  

the annua l revenue  gene ra ted  by the N a tion a l F o res t. T he m a jo r ity  o f  the annua l 

revenue genera ted  w ith in  the T ongass N a tio n a l F o res t was d e riv ed  th rough  “ tim be r 

stum page fe e s ”  charged  to c om m e rc ia l tim be r com pan ie s fo r h a rvesting  trees from  the 

N a tion a l F o res t. H is to r ic a lly  in Southeast A la s k a , the m a jo r ity  o f  the tim be r harvesting 

occu rred  w ith in  the U n o rg an ized  B o ro u g h  on p laces lik e  P r in ce  o f  W a le s  Is land , 

E to lin  Is land , Z a rem b o  Is land , K u p re a n o f Is land , K u iu  Is land , C h ic h a g o f Is land , and 

W rang e ll Is land . The cu iren t d is tribu tion  o f  funds under the Secu re R u ra l S ch oo ls

R egional A ffa irs in Juneau, A laska. I have held this position  for 20 years. In myI
i

_i4 P rog ram  is based on  the ave rage  three h ighest yea rs o f  annua l N a tion a l Fo rest Rece ip ts

25 1 paym ents to the S tate du ring  the pe riod  1 9 8 6 -1 9 9 9 .

26
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3 . A lth ou gh  it is part o f  the T ongass N a tio n a l F o re s t , to m y kn ow ledge , no 

trees w e re  cut and n o  tim be r stum page revenues w e re  d e riv ed  from  w ith in the 

M is ty  F io rd s  N a tion a l M onum en t. T h is  m eans that the g eog raph ic  a rea  being annexed 

by the K e tc h ik an  G a tew ay  B o ro u g h  ( K G B )  ''on tribu ted lit t le  to  the past incom e from  

w h ich  N a tio n a l F o re s t R ece ip ts paym ents a re  based but c o u ld  re su lt in fo rest rece ip ts 

g o in g  to the K G B  by annex ing  the N a tion a l M onum en t ac res from  the uno rg an ized  

b o rou gh .

4 . The state ’ s cu rren t N a tion a l F o res t R ece ip t P ro g ram  regu la tion s ,

3 A A C  1 3 2 .0 6 0 , re qu ire  D C C E D  to ca lcu la te  a b o ro u g h ’ s p aym en t “ based upon the 

area o f  the n a tion a l fo re s t located w ith in  its boundarie s as o f  S ep tem be r 3 0  o f  the state 

fisc a l y e a r im m ed ia te ly  p reced ing  the ap p lic a tion  y e a r” . F o r  e x am p le , the F Y  0 8  

p aym en ts  D C C E D  is cu rren tly  d is tribu ting  a ie  based upon  the Sep tem be r 3 0 , 2 0 0 6  

b o rou g h  ac reage figu res . I f  the K G B  annexation  becom es e f fe c t iv e  M arch  15, 2 0 0 8 , 

the firs t y e a r the K G B  w ou ld  sec the annexa tion  a ffe c t its N a tio n a l F o res t R ece ip ts 

paym en t w ou ld  be in F Y  10. A nd , F Y  0 9  d is trib u tion  w i ll be based on  the acreage 

w ith in  the K G B  as o f  Sep tem ber 2 0 , 2 0 0 7 . I f  the cu rren t p rog ram  is not re au tho rized  

by C on g re s s  and the p rog ram  reverts back to the 2 5 %  fo rm u la , D C C E D  w ou ld  no 

lo n g e r need to use p r io r  yea r ac reage and the K G B  annexa tion  c ou ld  im pact the F Y  0 9

j 4 d is trib u tion

25

26

5. The N a tiona l Fo rest R ece ip ts P rog ram  was estab lished  in 1908 . I f  the 

Secu re  R u ra l S c h o o ls  P rog ram  is a llow ed  to sunset this yea r, the p rog ram  w ill reve rt

, A F F ID A V IT  OF B il l. ROI.FXEN
i ( ' i t y  o f  (  r a i t f ,  e t  u l  »• L B C
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back to  the 2 5 %  fo rm u la . In m y op in ion , it is h ig h ly  l ik e ly  that th is p rog ram  w i l l 

con tinue in som e  fo rm  fo r  as lo n g  as there are N a tion a l F o re s t lands.

F u rth e r y o u r  a ffia n t sayeth  naught.

B i l l y tmR o lfz e n

-S.WDRN TO AND
STATE OF ALASKA
Angela J . Hobbs 
Notary Public 

My Commission Expire? With Office.

■SU & S ^ R J B F D  b e to re  m e th is I 6 lhd a y jO f Janua ry , 2 0 08 .

N o ta ry  pu b lic  in an ^ /fo r A la s k a  s y -
M y  C om m iss io n  E xp ire s : [ / J 0  \ \

o d a y o f J a n i

A FFID A V IT  O F  BILL R O LFZEN
( 'i ty  o f  C r a ig ,  e l  a !  v. L B C
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#
STATE OF ALASKA 

FY 08 NATIONAL FOREST RECEIPTS - FINAL PAYMENTS 
TONGASS NATIONAL FOREST - UNORGANIZED BOROUGH 

‘ DOT/PF FUNDED AT $170,000 AND PROJECTS @ 15%* 
‘ ♦PROJECTS $ DISTRIBUTION BASED UPON SCHOOL & ROAD PAYMENTS** 

“ ‘ ENTITIES < $100,000 EXEMPT FROM PROJECTS EXPENDITURES***

M unicipality Road M iles Road M ileS ADM School S

First Stage 
Total School & 

Road 5

State 
R edistribution 

> $170 K

Prelim inary 
Total School & 

Road 5
Prelim inary 

Projects $

Final Total 
National Forest 

Receipt Paym ent

Final
Road

Payment

Final
School

Paym ent

Final
Projects
Paym ent

Home Rule
Petersburg 2490 575,717.71 588.55 5892,826.73 5968,544.44 587,957.42 SI.056,501.87 5193,035.62 51,249,537.48 $81,820.67 $964,789.88 $202,926.94
Wrangell 11.67 $35,486.97 354.74 5538,138 40 5573,625.37 $52,09323 $625,718,61 $114,326.33 5740,044.93 S38.347 28 5581,513.14 $120,184 51

First Class
Craig 9.35 528,432.15 361.55 $548,469.13 5576 901 28 $52,390.73 $629,292.01 5114,979 23 $744,271.24 $30,723.82 $592,676.54 $120,870.87
Hoonah 9.10 $27,671 93 152.95 $232,024.21 $259,696.14 $23,584.05 $283,280 20 551,758.70 $335,038 90 $29,902233 $250,725 70 $54,41087
Hydaburg 6.20 $18,853.41 79.60 $120,752.71 5139,606 12 512,678.19 $152,284 31 527,824 18 $180,108.49 $20,373.02 $130,485.56 $29,249.91
Kake 14.02 $42,633.02 103.55 $157,084.71 $199,717 74 $18,137.17 $217,85491 539,80472 S257.659.62 $46,069.31 5169,745.97 $41,844.35
Klawock 1030 $31,320.98 140.45 $213,061.79 5244,382.77 522,193.38 $266,576 15 548 706.67 $315,28282 $33,845.50 $230,234.88 $51,202.45
Pelican 1.10 $3,344 96 14.95 522,67v.06 526,024.02 52,363.35 528,387.36 $5,186 71 533,574 08 $4,31539 $29,258.08 $0 00

Second Class
Angoon 769 $23,384.30 N /A N /A $23,384 30 52,123.62 525,507.93 51,660.61 $30,168.53 530,168.53 N /A $0.00
Coffman Cove 15.54 $47,255.15 N /A N /A $17,255.15 54,291.43 551,546.58 59,418 18 $60,964.76 $60,964.76 f A .501)0
G ustavus 30.01 591,256.56 N /A N /A 591,256 56 58,287.38 599,543.94 $18,18788 $117,731 81 598,611.97 N /A $19,119 84
Kasaan 847 $25,756 IS N /A N /A 525,756.18 $2339 02 528,095.21 55,133.33 533,228.54 533,228 54 N /A 50.00
Port Alexander 1.25 $3,801.09 N /A N /A $3,801.09 $345 19 54,146 28 $757.58 $1,90386 $4,903.86 N /A 50 00
Tenakee Springs 2.50 $7,602.18 N /A N /A 57,602.18 5690.38 58,292.56 51,515.15 59,807.72 $9,807 72 N /A 50.00
Thom e Bay 34 64 5105,33580 N /A N /A 5105,335.80 59,565.97 5114,901 77 S20,99394 $135,895.70 $113,826.02 N /A $22,069 o9

Federal Law
iMetlakatla 34.90 5106,126.43 N /A N /A 5106,12643 $9,637.77 5115,764 19 S21,151.51 $136,915.71 5114,680 37 N /A $22,235 34

REAA'S
Annette Island N /A N /A 282.35 $428,323 21 $428/323 21 538,897 76 S4n7,220 97 S85,366.90 $552,587 87 N /A 5462,846 69 589,741 18
Chatham N /A N /A 194.82 5295,540 74 5295,540 74 526,839 25 5322,379 99 558,902.71 $381,282 70 N /A 5319,361 76 $61,920 94
Southeast Island N /A N /A 186 90 $283,526 15 5283,526 15 525,748 15 5309,274 30 556,508 14 $365,782 44 N /A $306,378 77 $59,403.67

ITOTAL LOCAL | 221 tv) 1 S673,978 82 | 2,460 41 | $3,732,420 85 | $4,406,405 o7 | 54(»),to3 46 | $4,806,569 ’.3 | $876,218 08 j  55,084,787 21 | 5751,389 08 | $4,038,017 58 I $895,180 55 ~1

ISTATE I 18750 | 5570,16346 | N /A  | N /A  I S570,16346 | $170,000 00 | S170,(X.’t)00 | SO <X) |  SI7(1.000IX) | S1"0,<XX>(X) I N /A  | $0 00 |

IGRAND TOTAL | 409.14 | 51,244,142.28 | 2,460.41 | $3,732,426.85 | 54,976,569.13 | $570,16.1.46 | $4,976,569.13 | 5878,218.08 |  55.854,787.21 | 5^21,589.08 | $4,038,017.58 | $895,180.55 |



State Capitol, Room 11

SENATOR ALBERT M. KOOKESH Juneau AK, 99801-1182

A L A S K A  S T A T E  L E G I S L A T U R E  S E N A T E  D I S T R I C T  C  907-465-3473
888-288-3473 

FAX 907-465-2827

F o r  Im m ed ia te  R e lease : F e b ru a ry  20 , 2008

Senator Cries Foul Over Borough Land Grab

(JU N E A U ) -  Sen. A lbert K ookesh , D -Angoon , is fighting the proposed annexation by 
the Ketchikan Gateway Borough (K G B ) o f  more than four thousand square m iles o f  
uninhabited land lying outside its boundaries. Senator Kookesh is sponsoring Senate Joint 
Resolu tion 15, which ca lls  fo r the annexation to be stopped.

“ Annexation T  land . a serious issue with long term consequences that can permanently 
a ffect a com m unity ,”  said Kookesh . “ This proposed annexation was defeated more than 
ten years ago and 1 still d on ’ t see any good reason fo r it to go forw ard .”

The annexation plan is deeply opposed by people liv ing in the unorganized borough 
because it w ill take away $1 .2 m illion  in education funding and other state revenues 
while not de livering any leve l o f  public services in return. Senator K ookesh  is a lso 
concerned about inconsistencies in the Local Boundary Com m ission ’ s decision in favor 
o f  the annexation and the lack o f  public support on this matter.

S JR  15 moved out o f  the Senate Community &  Regional A ffa irs  Comm ittee and Senator 
K ookesh has requested a hearing in the Senate Finance Committee

SJR 15 has a companion resolution in the House. I1JR 30. sponsored by Representative 
B i l l Thomas.

For more in form ation , contact Senator K ookesh at (9 0 7 ) 4 6 5 -3473 .

Htttf



Superintendent's Office 
(907) 886-6332 

FAX: (907)886-5130

Business Office 
(907) 886-6009 

FAX. (907) 886-5130

Special Education 
(907) 886-6020 

FAX (907) 886-4122

A n n e t t e  I s l a n d s  S c h o o l  D i s t r i c t
P.O. Box 7 • Metlakatla, AK 99926 

Accredited by Northwest Accreditation Association

Metlakatla High School 
(907) P86-6000 

FAX: (907) 886-5120

C.R. Leask Sr. Middle 
School 

(907) 886-6003 
FAX: (907) 886-6019

R.J. Elementary School 
(907)886-4121 

FAX (907) 886-4120

H ono rab le  R ep resen ta tive Thom as,

P lease find  enc losed som e N ew spape r a rtic les and in fo rm a tion  you  m ay find  in fo rm a tiv e  
as it re lates to K e tc h ik an ’ s A nnexa tion  o f  the unorgan ized  bo rough  in Southeast A laska

A s a D istric t rep resen tative I w ou ld  lik e  y o u  to kn ow  that in ta lk ing  to p  m em bers o f  the 
M e tla ka t la  Ind ian  C om m un itie s T rib a l coun c il, the com m unity lik e  the S ch oo l D is tric t is 
s trong ly  opposed  to the annexation o f  4 ,7 0 0  square m ile s o f  the unorgan ized  B o ro u g h  
here in Southeast
A t the v e ry  least the L o c a l B oun d a ry  C om m iss io n  (L B C )  shou ld ho ld  us ha rm less f o r  
educationa l Federa l F o res t Receip t revenues fo r  a period o f  no less than five  years ; 
E sp ec ia lly  since the K e tch ikan  G atew ay B o ro u g h  and the L B C  com m iss ione rs  repeated 
state that the annexation  “ is no t about F o res t R ece ip ts”  but is about p rov id ing  add itiona l 
B o rough  serv ices This is d if fic u lt rh eto ric  to  understand when the K e tch ikan  petition  
exc ludes H yde r from  the annexation  p rop o sa l And M yers Chuck has o rg an ized  w ith 
W rang e ll, against their w ill
In co rrespond ing  w ith Sena to r K o o k e sh  he spates that you , like h im se lf, are opposed  to 
K e tch ik an ’ s $ 1 ,6 0 0 ,0 0 0  revenue and land g rab

H ono rab le  R ep resen ta tive  y o u r assistance in d ra ftin g  and sponsoring  leg is la t ion  w ill be 
g reatly  needed e a rly  in the next session i f  the L B C ’ s app rova l dec ision  is to be stopped at 
the state leg is la t iv e  leve l.

R esp ec tfu lly , /
^  —
M r Agenbroaa 
Superinteiyd^nt A S ID
11/29/20(57

“EDUCATION IS EVERYBODY'S BUSINESS IN METLAKATLA"
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C r a ig ,  C C A  s e e k  p r o b e
S u g g e s t  B o c k h o r s t  h a d  c o n f l i c t  i n  K G B ' s  a n n e x a t i o n  p e t i t i o n

By ANDREW DAMSTEDT
D a ily  N ew s S ta ff  W riter 

The City of Craig and Craig 
Community Association have asked 
the governor's office to investigate a 
possible conflict of interest of the 
incom ing 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
tra tor Jon Bolling and Craig 
Community Association tribal presi­
dent M illie Stevens, asks that the 
Nov. 6 Local Boundary Commission 
public hearing be canceled until an 
investigation by the Attorney 
General's office.
"We tru ly cannot believe that you 

w ill allow the LBC to go forward on

.his petition w ithout conducting a fu ll 
investigation into these circum ­
stances,’ the letter states.

"W e request that you consider the 
devastating impact on the school ch il­
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

could not be reached for comment.
The letter alleges that shortly after 

Dan Bockhorst, a state local govern­
ment specialist, wrote the pre lim i­
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 firs t day is Thursday.
The prelim inary report was pub­

lished June 30, and Bockhorst told 
the Daily News that he completed the 

See 'Craig letter,' page 3

C o r d o v a n s  d is a p p o in t e d
U p s e t  S u p r e m e  C o u r t  a c c e p t e d  o i l - s p i l l  a p p e a l

By JEANNETTE J. LEE
A P  B u sin ess W riter 

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 I I million gallons of 

thick, black crude pouring into Prince W illiam Sound, 
killing thousands of fish, seabirds, otters and other marine

| |  n i l  m i l l  • ̂  FT C .

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 
w ith 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 w ith about 20 people.
The decision feels so negative," Faulkner said. People 

have said, You know, this is what 1 expected, it's the giant 
stepping on the little ant."
Faulkner, 60, has worked with p la in tiffs ' attorneys for 

nine years, gathering personal information from the thou­
sands of people claiming damages. Because she is Alaska
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major analysis for the report by June 11. He said he 
did nqt learn o f the. vacant nqanager position until 
tlie *iv6ekend o f July 28 and that he did not apply 
foY the position until Aug.-1-1:
Bockhorst said when he firs t 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 fina l 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 d id 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 fo r 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 prelim inary report 'completely reversing his 
recommendation of 1998. Although nothing had 
changed, he now stated to the LBC that the 
Constitution had sufficient 'fle x ib ility ' to allow 
KGB to annex the uninhabited land and exclude 
Hyder. Shortly after subm itting that report, he

applied for the KGB borough manager position.'
. Bockhorst recommended in 1998 that -Ihe 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 prelim inary report.
Boiling and Stevens' letter is o  outlines the effect 

annexation could have on surrounding unorganized 
boroughs, which could lose $1.2 m illion each year 
in forest receipts.

-----------------------------------------Continued from page 1

In Sept. 4 written comments responding to the 
prelim inary 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 a public hearing 

Saturday in Wrangell on the Wrangell borough peti­
tion. The City of Wrangell submitted a petition to 
incorporate a Wrangell borough, wh ich 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 w ill be Nov. 7, also in C ity Council cham­
bers, beginning at 10 a.m.
If the LBC recommends approval o f the 

Ketchikan annexation, the commission w ill present 
the boundary changes during the firs t 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 @ ketchikandailynew s. com

KETCHIKAN AND METLAKATLA
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 m p h  in

ALASKA

Chance of rain 100the evening, 
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
Tuesday

High 4:27 a.m714.4* 4:07 p.m./16.5' 
Low 9:55 a.m./4.2' 10:53 p.m./-0.8'

U.S. TEMPERATURES
■ Mil i l l l    

Wednesday
High 5:27 a.m /13.3' 5:06 p.m./1<9' 
Low 10:56 a.m./5.3' 11:58 p.m./0.7’ J
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a s  p l a n n e d ,  d i v i s i o n  d i r e c t o r  s a y s

By ANDREW  DAMSTEDT
D a ily  N e w s S ta ff  W riter  

The director of the Division of 
Community and Regional A ffa irs 
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 con flic t o f interest claim 
against Dan Bockhorst, former state 
local government specialist, or 
request m investigation.
She a ,o wrote that Tbesday's Local 

Boundary Commission hearings w ili 
not be canceled. The division pro­
vides sta ff support to the Local

Boundary Commission.
Craig C ity Adm in istra tor Jon 

Bolling and Craig Community 
Association TVibal President M illie 
Stevens sent a letter, dated Oct. 19, to 
Gov. Sarah Palin asking that the LBC 
hearing on Tbesday 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 officia l response from 
the governor's office, but said the 
Alaska Department of Law had yet to 

See ’No conflict claim,' page 2

\ o  conflict claim Continued from page 1

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 prelim inary 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 o f events. She wrote that Bockhorst began his analysis of the 
Ketchikan annexation proposal on March 26 am. concluded his analysis on 
June 28, w ith the prelim inary report being published June 30. In that report, 
Bo- 'ho rs t 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. 11 and 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 fo r 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 w ill conduct a public hearing Saturday in Wrangell on the 

Wrangell borough petition. The City o f 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 C ity Council Chambers. A decisional meeting on both 
petitions is Wednesday, also in the City Council Chambers, beginning at 10 a.m. 

a n d rew @ ketch ika n da ilyn ew s.com
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g r a n c f C a m p  

J 4 f a s l ( a  N a t i v e  (B r o t h e r h o o d

Feb ruary 11 , 2 0 0 8

T o : Sena to r D onny  O lsen , C ha ir. Senate C om m un ity  and R eg iona l A ffa ir s
Representa tive A nna Fa irc lough . C ha ir, H ouse C om m un ity  and R eg ion a l A ffa irs  ,

I U A i .

F rom : D ew ey  Skan  J r . , P resident. A laska  N ative  B ro th e rh ood  G rand  C am p  ^

Re: H JR  3 0  and SJR  15, O ppos ing  the K e tch ikan  B o rough  A nnexa tion

D ea r Sena to r O lsen  and Representa tive Fa irc lough :

On beha lf o f  the A laska  N ative B ro the rhood  G rand C am p , I am w riting  to  support the 
Ketch ikan A la ska  N ative  B ro the rhood  C am p N um ber I 4 ’ s oppos ition  to the dec is ion  o f  
the Loca l B ounda ry  C om m iss io n  to a llow  the K etch ikan  G a tew ay B o rou gh  to annex 
4 .5 1 0  m ile s o f  uninhabitant lands. I f  this annexation is a llow ed  to go fo rth , the scenario  
w ou ld  be d isastrous to o u r  southeast schoo l d istric ts that w ou ld  lo o se  the fo rest receipt 
funds. These funds are c ruc ia l fo r  the su rv iva l o f  o u r sm a ll ru ra l schoo ls .

The intent o f  the leg is la tion  is to correct a course o f  action by the K e tch ikan  B o rough  to 
annex lands and captu re funds which were n eve r intended fo r  their b o rough  to the 
detrim ent o f  o ther com m un ities in Southeast A laska . C le a r ly  this is not the intention o l 
the L oca l B oundarv C om m iss ion  o r the intention o f  o u r State C onstitu tion  to burden 
sm a lle r com m un ities fo r the benefit o f  a la rge r bo rough o r c om m un itv . T h is  
unconstitu tiona l act w ill cause com m unities to bring a court action against K e tch ikan  and 
that w ou ld  on lv cause a rift between com m un ities which mas never be se ttled  w ithout the 
court svstem  intervention

W e a lso  question whether the Ketch ikan  B o rough  m anager has a c on flic t o f  interest since



'PsEALASKA C o r p o r a t i o n
O n e  S e a l a s k a  P l a z a ,  S u i t e  4 0 b .  J u n e a u ,  A l a s k a  9 9 8 0 1

F e b r u a r y  2 2 ,  2 0 0 8

A n n a  F a i r c lo u g h ,  C o - C h a i r
H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A ffa irs  C o m m i t t e e
H o u s e  o f  R e p r e s e n t a t i v e s
A l a s k a  S t a t e  C a p i to l
J u n e a u ,  A l a s k a  9 9 8 0 1

R e :  S u p p o r t  of H J R  3 0  a n d  S J R  15  a n d  d i s a p p r o v a l  of t h e  a n n e x a t i o n  of te r r i to ry  to  t h e  
K e tc h i k a n  G a t e w a y  B o r o u g h

D e a r  R e p r e s e n t a t i v e  F a i r c lo u g h :

S e a l a s k a  C o r p o r a t i o n  w r i t e s  to  e x p i e s s  i ts  c o n c e r n  r e g a r d i n g  t h e  a n n e x a t i o n  of te r r i to ry  
to  t h e  K e tc h i k a n  G a t e w a y  B o r o u g h  ( B o r o u g h )  a n d  s u p p o r t i n g  b o t h  H J R  3 0  a n d  S J R  15. 
S e a l a s k a  C o r p o r a t i o n  is  l i c e n s e d  b y  t h e  S t a t e  of A la s k a  a s  a  fo r  profit  c o r p o r a t i o n .  
S e a l a s k a  is  t h e  S o u t h e a s t  A l a s k a  r e g i o n a l  c o r p o r a t i o n  f o r m e d  u n d e r  t h e  A l a s k a  N a t iv e  
C l a i m s  S e t t l e m e n t  A c t a n d  is o w n e d  b y  a p p r o x i m a t e l y  1 9 , 0 0 0  A l a s k a  N a t iv e  
s h a r e h o l d e r s  w ith  its c o r p o r a t e  h e a d q u a r t e r s  l o c a t e d  in J u n e a u ,  A la s k a .

S e a l a s k a  o w n s  o v e r  7 , 0 0 0  a c r e s  of l a n d  p lu s  t h e  right to  o v e r  1 , 4 0 0  a d d i t io n a l  a c r e s  
c u r r e n t ly  l o c a t e d  w ith in  t h e  e x t e r io r  b o u n d a r i e s  o f  t h e  u n o r g a n i z e d  b o r o u g h .  S e a l a s k a  
is o p p o s e d  to  t h e  p r o p o s e d  a n n e x a t i o n  b y  t h e  B o r o u g h  b e c a u s e  n o  i n c r e a s e d  b e n e f i t s  
o r  s e r v i c e s  w o u ld  r e s u l t  f ro m  th is  a n n e x a t i o n  fo r  t h e  a n n e x e d  l a n d h o l d e r s  e .g .  fire 
d e p a r t m e n t  s e r v i c e s ,  l a w  e n f o r c e m e n t ,  i n f r a s t r u c t u r e  i n v e s t m e n t  a n d  m a i n t e n a n c e ,  to 
n a m e  a  few . M o r e o v e r ,  t h e  a n n e x a t i o n  will d i s r u p t  t h e  ru ra l  c o m m u n i t y  s c h o o l s  t h a t  re ly  
o n  t h e  c u r r e n t  l a n d  h o ld in g s  fo r  th e i r  fu n d in g .

T h e  a n n e x a t i o n  s h o u l d  b e  p r o h ib i t e d  to  p r e v e n t  t h e  n e g a t i v e  i m p a c t s  t h a t  will o c c u r  to 
t h e  s c h o o l s  in t h e  u n o r g a n i z e d  b o r o u g h  of S o u t h e a s t  A la s k a .  At i s s u e  is m o r e  t h a n  1.2  
m ill ion  d o l l a r s  fo r  c o m m u n i t y  s c h o o l s  in c lu d in g  C ra ig ,  H o o n a h ,  H y d a b u r g ,  K a k e ,  
K a s a a n ,  a n d  K la w o c k .  S h o u l d  t h e  a n n e x a t i o n  b e  a p p r o v e d ,  t h e  B o r o u g h  r e c e i v e s  a  
s u b s t a n t i a l  w in d fa l l  to  t h e  d e t r i m e n t  of t h e  ru ra l  c o m m u n i t y  s c h o o l s .  T o  a p p r o v e  th e  
a n n e x a t i o n  w o u ld  u n ju s t ly  e n r i c h  t h e  B o r o u g h  a t  t h e  e x p e n s e  of t h e  c u r r e n t  K -1 2  
e d u c a t i o n  s y s t e m ,  a n d  t h e  s c h o o l  c h i ld re n  in o u r  ru ra l  c o m m u n i t i e s .

Letter to Representative Anna Fairclough
Co-Chair, House Community and Regional Affairs Committee
February 22, 2008
Page 1 of 2



W e  r e q u e s t  y o u  r e j e c t  t h e  B o r o u g h ’s  a p p l i c a t io n  s u b m i t t e d  to  t h e  L o c a l  B o u n d a r y  
C o m m i s s i o n  to  a n n e x  l a n d  o u t s i d e  t h e  c u r r e n t  b o r o u g h  b o u n d a r i e s  b y  s u p p o r t i n g  b o th  
H J R  ? 0  a n d  S J R  15 . S e a l a s k a  r e s p e c t f u l ly  r e q u e s t  t h a t  y o u  p l e a s e  d i s t r i b u te  t h i s  le t te r  
t o  y o u r  c o m m i t t e e  a n d  c o l l e a g u e s .  S h o u l d  y o u  h a v e  a n y  q u e s t i o n s  p l e a s e  c o n t a c t  m e  
a n d  k n o w  t h a t  S e a l a s k a  is  a v a i l a b l e  fo r  a d d i t i o n a l  c o m m e n t s  a n d / o r  t e s t i m o n y  o n  th i s  
i s s u e .  T h a n k  y o u  f o r  y o u r  t i m e  a n d  c o n s i d e r a t i o n  a n d  I l o o k  f o r w a r d  t o  h e a r i n g  y o u r  
r e s p o n s e .

R ick  H a r r i s
E x e c u t i v e  V ic e  P r e s i d e n t

c : S e n a t o r  B e r t  S t e d m a n ,  C o - C h a i r ,  F i n a n c e  C o m m i t t e e
S e n a t o r  A lb e r t  K o o k e s h  
R e p r e s e n t a t i v e  Bill T h o m a s  
S e n a t o r  K im E l to n  
R e p r e s e n t a t i v e  B e t h  K e r t tu la  
R e p r e s e n t a t i v e  A n d r e a  Doll 
G o v e r n o r  S a r a h  P a l in

Letter to Representative Anna Fairclough
Co-Chair, Hnuro Community and Regional Affairs Committee
February 22, 2008
Page 2 of 2

S in c e r e ly ,
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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; lgc@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 forward comments to you electronically related 
to the CRA work session this morning. We represent the communities of Craig, 
Thorne Bay, Coffman Cove, Hydaburg, Kake, Kasaan, Klawock; the school districts 
of Annette Island, Craig, Kake, Klawock, HydaDurg, and the Southeast Island School 
District; and the Organized Village of Kasaan, the Hydaburg 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 concerns and 
interests, and continue to urge the adoption of House Joint Resolution 30.

Respectfully,

Bob Blasco 

Robert P. Blasco 

CONFIDENTIAL
The information contained in this e-mail is confidential and is intended only for the use 
of the individual or entity to whom it is addressed. If you are not the intended recipient, 
or the person responsible for delivering it to the intended recipient, do not copy, use or 
disclose this e-mail or any of its contents. If you have received this e-mail in error, 
please immediately notify us by telephone. Thank you.

Hoffman. Silver, Gilman & Blasco 
9360 Glacier Highway, Suite 202 
Juneau, AK 99801 
Phone 907 586-3340 
Fax 907 586-6818 
Cell 907 723-1314

2 /19/2008

mailto:rpblasco@hsgblaw.com
mailto:lgc@hsgblaw.com
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On Behalf of: A N N E T T E  IS L A N D  SCHO O L DISTRICT,
O R G A N IZ E D  V IL L A G E  OF K A S A A N , C IT Y  OF CR AIG 
C R A IG  C IT Y  S C H O O L D ISTR IC T,
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D ISTR IC T. N A U K A T I W EST, INC., S O U TH EA S T IS L A N D
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H Y D A B U R G  C O O P E R A TIV E  A S S O C IA T IO N

AU OTHERS ACM»:rCDiNAiASKA
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The Honorable Anna Fairclough, Co-Chair
House Com m unity and Regional A ffa irs  Committee
House o f Representatives
Alaska State Capital
Juneau, A K  99801-1182

The Honorable Gahrielle LeDoux, Co-Chair 
House Com m unity and Regional A ffa irs  Committee 
I louse o f  Representatives 
Alaska State Capital 
Juneau. A K  99801-1182

Subject: House Joint Resolution 30

Dear Representative Fairclough and Representative LeDoux:

On behalf o f the above communities, school districts, and tribal entities, I listened to the Committee 
work session on February 19, 2008 w ith the Local Boundary Commission and D C C ED  staff. A t the 
conclusion o f the w ork session, you invited electronic comments. We respectfully request mat you consider 
the fo llow ing comments, which arc primarily directed at answering questions posed hv each o f von and other 
Committee members. We w ill use a numbered format for ease of organization.



C o m m en ts  to CH  1 C om m ittee
h vbrn ary  IV, 200(1
P age 2

1. Many questions were raised about the national forest receipts program. Commissioner Chrysta! 
stressed several times that the receipts arc “ transitory*’ and the Local Boundary Commission does not 
“ put stock in something that is transitory.”

Response : As M r. Rolfzen staled, the national forest receipts program has existed since 190S and w ill 
continue to exist, regardless o f  whether the Secure Rural Schools Act is extended. Although the exact 
amount o f the forest receipts fo r the unorganized borough communities is not known, the annexation bv the 
KGB w ill decrease those funds to the above communities by 22%. A ll o f the above communities and school 
districts w ill lose this federal funding i f  the annexation is not disapproved, even i f  the Congress docs not 
extend the Secure Rural Schools Act.

Additionally, Commissioner Chrystal failed to auvise the Committee o f the loss o f the Payment in Lieu of 
Taxes federal funding. The communities in die Prince o f Wales/Outer Ketchikan Census district, which 
include the communities listed above, w ill lose 50% o f their federal PLLT funds, which is unrelated to the 
national forest receipts. In fiscal year 2008, the P ILT  funds for these communities totaled approximately 
$598,000. If the legislature does not disapprove this annexation, this federal funding w ill be lost to these 
communities. As one Representative commented in (he meeting today, ihese amounts w ill have a significant 
adverse impact on these communities, regardless o f what the technical percentage is o f the amount to an 
overall budget analysis.

2. Commissioner Chrystal was asked whether the Local Boundary Commission considered the impact 
o f the loss o f the forest receipts funding on the above communities. He answered yes.

Response: A t the hearing before the Local Boundary Commission on November 6, 2007, Commissioner 
Ketchum, Chair o f the Commission stated: “ I just 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. I t ’s basically out o f the 
picture on the borough formation on the National Forest Receipts.”  (T r„  p. 90) The LBC did not consider 
the impact o f the loss o f 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 o f the stale" 
standard.

Additionally, Commissioner Kctchum 's remark about “ borough formation”  demonstrated a lundamentul 
misunderstanding by the Commission o f the differences betweci borough formation and the annexation of 
additional uninhabited land by an existing borough. C om m iss ic ie r Chrystal made a sim ilar 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 o f the Constitution anticipated annexation.

Response: We have a fund..mental disagreement as to the plain words o f the Consutution. A rtic le  X,
Section 3 ot the Alaska Constitution states: "The entire state shall he divided into boroughs, organized or 
unorganized." (emphu is added) The unorganized borough, o f which the above communities and tribal 
organizations are a part, have the same Constitutional status as the organized boroughs. Importantly, the 
Constitutional framers considered a draft o f A rtic le  X . Section 3 that would have deleted the words "or



unorganized," but they rejected that draft. The framers considered, and rejected, the concept that the entire 
state must be divided into organized boroughs.

4. Commissioner Chrystal stated that the Commission listened to testimony from  “ both sides" o f the 
KG B petition, fo r and against. A  Representative also asked whether there was any objection from 
anyone in Ketchikan to the petition.

Response: No private citizen o r resident o f the Ketchikan Gateway Borough suokc in favor o f the petition at 
the hearing. A ll o f the testimony for the petition came from KGB Assembly members, form er 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. W c do not believe this petition would have received a favorable vote from 
the people o f Ketchikan.

5. Ms. McPherren stated that the reason KGB did not include Hyder in its petition was because o f the 
luck o f a “ com m unity o f  interest.”

Response: The reason KG B 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. KG B did not want any o f those 
financial obligations, although it clearly wants the potential m u lti-m illion  dollar w indfall every year from the 
forest receipts. The LB C  is required by regulation to determine whether a petition is in the “ best interests o f 
the state.”  The regulation requires the L B C  to ask whether the petition relieves the slate o f any o f the State’s 
present responsibilities in the area. The answer as to the KGB petition is that it docs not relieve the State o f 
any responsibilities because the State must still provide all services to Hyder.

0. A Representative asked M r. Brandt-Erichsen i f  the KG B would have gone through w ith the petition ti 
Hyder had to be included. He responded that he did not know.

Response: KGB knew that the L B C  had denied this petition in 1999 because the LB C  said that without 
Hyder the petition “ violated" the Alaska Constitution. KGB made a conscious decision in 2006 to make 
another run at the LBC  without Hyder, knowing that the LBC had already decided the petition was 
unconstitutional w ithout Hyder included. As KG B 's attorney. M r Brundt-Erichscn would like ly have been 
involved in the decision o f  the Assembly to direct the preparation o f this petition without Hyder. The simple 
answer is that KGB did not and would not go through w ith the petition i f  Hyder were included because it 
dues not want the expense o f provid ing services to the people o f I lyder.

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 LB C  decision sim ply puts Hyder “ back 
on the table again" in five years.

Response: The LB C  did lu v c  the authority to require KG B to annex 1 lyder now. which w ould have been 
consistent w ith  its 1999 decision, consistent with the Alaska Constitution, and consistent w ith  the best 
interests o f the State. The LB C  did exactly tnat in 1999— and KG B refused to amend its petition to include 
Hyder in 1999 A dd itiona lly , the LB C  had the authority in  deciding on the 2006 petition to amend the 
petition to include I lyder, allow ing a five year period to accomplish the transition o f services from the Slate 
to KG B for I lyder. Instead, the L B C  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 t f r  LB C  decision, and that KGB is 
not like ly  to file  a petition in five years to annex Hyder and KG B  has made no com m itm ent 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 LB C  could do that w ith federal approval.

Response : The L B C  did have the authority to approve the annexation o f the land w ithout a change in the 
recipients o f the national forest receipts by simply saying so. I f  federal approval w ould be required, it would 
and should be up to KG B to obtain that approval, or forego the annexation. It is not clear that federal 
approval would be necessary because, as M r. Rolfzen stated, the national forest receipts distribution is 
actually administered by the State.

Additionally, KG B could sim ply agree to forego the national forest receipts. This is an easy solution that 
meets the needs o f K G B , all o f the above communities, school districts, and tribal organizations, and the 
Stale. KGB would get all o f its land; the communities and school districts would not lose the m illions of 
dollars annually in educational funding. The fact that KG B w ill not agree to this solution seems a clear 
acknowledgment by K G B  that the annexation is a “ money grab.”

There is precedent fo r KGB agreeing to forego the national forest receipts. The M un ic ipa lity  o f  Skagwav 
passed a resolution to forego the $600,000 in borough formation grant funds if  the LB C  approved the 
petition by the Skagway Petitioners to form  a borough in the Skagway region. The L B C  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. I f  this proposed annexation were not about getting the $1,200,000 per year 
in forest receipts, then KG B 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 o f educational services. 
Rather, KG B chose to request annexation o f the essentially uninhabited land to obtain the national forest 
receipts, and without provid ing any educational services in the area proposed to be annexed, leaving that 
financial responsibility to the State w ith  substantially less funding.

On behalf o f  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 o f the Committee.
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Respectfully,

Robert P. Blasco
/

cc The Honorable B ill I'liumas 
The Honorable A1 Kookesh 
Jon Bolling. Craig C ity Adm inistrator 
Richard Carlson, K law ock Superintendent o f Schools 
Brett Agenbioad, Annette Island School District 
M arjorie Vandor, Assistant Attorney General
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A la s k a  H o u s e  o f  R e p r e s e n t a t i v e s  
C o m m u n i t y  a n d  R e g i o n a l  A ffa irs  C o m m i t t e e

R e f e r e n c e  H J R  3 0

D e a r  R e p r e s e n t a t i v e  C o - C h a i r  F a i r c lo u g h  a n d  o t h e r  C o m m i t t e e  R e p r e s e n t a t i v e s :

In a n  e f fo r t  to  p r o v i d e  y o u  w ith  th e  in fo rm a t io n  y o u  r e q u e s t e d  r e g a r d i n g  t h e  F o r e s t r y  
T im b e r  r e c e i p t s ,  d e ta i l i n g  h o w  t h e  K G B  a n n e x a t i o n  will r e d u c e  t h e  r e v e n u e s  to  t h e  
a f f e c t e d  s c h o o l  d i s t r i c t s  a n d  m u n ic ip a l i t i e s  t h r o u g h o u t  t h e  U n o r g a n i z e d  B o r o u y h ,  b o th  
in a c t u a l  d o l la r  a m o u n t s  a n d  a s  p e r c e n t a g e s  o f  b o th  s c h o o l  a n d  m u n ic ip a l  b u d g e t s ,  I 
h a v e  p u t  t o g e t h e r  s o m e  in f o rm a t io n  I b e l i e v e  will b e  in fo rm a t iv e .

F irs t  I m u s t  s a y  th a t  t h e  p e r s o n  m o s t  a w a r e  o f  t h e  in d iv id u a l  n u m b e r s  for e a c h  o f  th e  18  
s c h o o l  d i s t r i c t s  w h o  c o u ld  b e s t  a n s w e r  y o u r  q u e s t i o n s  in t h e  fo rm  o f  c o m p l e t e  list 
i t e m iz in g  th e  a m o u n t s  a n d  p e r c e n t a g e s  fo r  e v e r y  s c h o o l  a n d  m u n ic ip a l  d is tr ic t  is  a w a y  
o n  v a c a t i o n  until n e x t  w e e k .

Like y o u  I h a v e  e n d e a v o r e d  to  u n d e r s t a n d  t h e s e  v a r i o u s  n u m b e r s  a n d  p e r c e n t a g e s  w e  
h a v e  all b e e n  h e a r i n g .  In m y  in q u i r i e s  o n  y o u r  b e h a l f  t o d a y  I c a m e  u p  w ith  tw o g o o d  
e x a m p l e s .  O n e  w h ic h  I h a v e  b e e n  in f o rm e d  is r e p r e s e n t a t i v e  o f  n e a r l y  all th e  a f f e c t e d  
c o m m u n i t i e s  a n d  s c h o o l  d is t r i c t s  I j c a t e d  w ith in  m u n ic ip a l i t i e s  h a v i n g  ta x in g  a u th o r i t i e s .  
T h e  S u p e r i n t e n d e n t s  o f  t h e  C ra ig  S c h o o l  D is tr ic t  a n d  S o u t h e a s t  I s l a n d  S c h o o l  D is t r ic t s  
h e l p e d  m e  u n d e r s t a n d  th e i r  p o s i t i o n s  a n d  p r o v i d e d  t h e  n u m b e r s .  I f o u n d  th is  i n f o r m a ­
t io n  q u i t e  h e lp fu l .  It is  m y  h o p e  a n d  b e l ie f  th a t  it m ig h t  a l s o  h e l p  y o u  b e t t e r  u n d e r s t a n d  
t h e  v a r i o u s  p e r c e n t a g e s  b e i n g  r e p o r t e d  in t e s t im o n y .

F irs t ,  t h e r e  a r e  tw o  w a y s  th a t  fu n d in g  fo r  s c h o o l s  in t h e  U n o r g a n i z e d  B o r o u g h  a r e  
h a n d l e d .

F o r  s c h o o l  d i s t r i c t s  l o c a t e d  w ith in  a  m u n ic ip a l i ty  ( w h e r e  t h e r e  is a  ta x in g  a u t h o r i t y )  t h e r e  
is  a  fo r m u la  u s e d  to  c a l c u l a t e  th e  a m o u n t  o f  s c h o o l  fu n d in g  e a c h  m u n ic ip a l i t y  is r e ­
q u i r e d  to  p r o v id e .  I a m  to ld  th is  a m o u n t  is  d e r i v e d  f ro m  a  f o r m u la  t h a t  u s e s  t h e  v a l u e  o f  
all t a x a b l e  p r o p e r ty  l o c a t e d  w ith in  t h e  m u n ic ip a l i ty .  In o u r  e x a m p l e ,  t h e  M u n ic ip a l i ty  of 
C ra ig  o n  P r i n c e  o f  W a l e s  I s la n d ,  t h a t  f ig u re  is $ 4 0 0 , 0 0 0  - $ 4 4 0 , 0 0 0 .

T h is  a n n e x a t i o n  will r e d u c e  th e  F e d e r a l  T im b e r  r e c e i p t s  g o in g  to  t h e  m u n ic ip a l i ty  o f  
C ra ig  b y  $ 1 3 0 , 0 0 0 .

B
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T o  f u r th e r  f l e s h  o u t  th e  n u m b e r s  in o u r  e x a m p l e  t h e  C r a i g  S c h o o l  D is t r ic t  b u d g e t  is  
a b o u t  $ 6 . 8  m ill ion . T h i s  i n c l u d e s  all S t a t e  & F e d e r a l  f u n d in g ,  g r a n t s  a n d  m o n i e s  from  
all r e v e n u e  s o u r c e s  u s e d  fo r  e d u c a t i o n .  T h e  C ity  o f  C r a ig  m u n ic ip a l  b u d g e t  h o w e v e r  is 
o n ly  a b o u t  $ 2  m illion. W e  c a n  s e e  t h e  s c h o o l  b u d g e t  is m o r e  t h a n  t h r e e  t i m e s  t h e  
m u n ic ip a l  b u d g e t .

A s  w e  l e a r n e d  a b o v e ,  C r a i g ’s  m u n ic ip a l i ty  r e q u i r e m e n t  to  fu n d  th e i r  s c h o o l  d is t r ic t  is 
a p p r o x i m a t e l y  $ 4 0 0 , 0 0 0 .  F o r  y e a r s ,  t h e  m u n ic ip a l i ty  o f  C r a ig  h a s  b e e n  u s i n g  F e d e r a l  
T i m b e r  r e c e i p t  to  p a y  fo r  A LL o f  its r e q u i r e d  c o n t r ib u t io n  t o w a r d  s c h o o l  f u n d in g  a n d  
e d u c a t i o n  ( $ 4 0 0 ,0 0 0 ) .  A n d  righ tly  s o ,  a s  e d u c a t i o n  a n d  r o a d s  a r e  t h e  o n ly  tw o  u s e s  for 
w h ic h  T i m b e r  R e c e i p t s  m a y  b e  u s e d .

T h is  r e d u c t i o n  o f  $ 1 3 0 , 0 0 0  is  a b o u t  1 .9 %  o f  C r a i g ’s  S c h o o l  B u d g e t .  H o w e v e r ,  th e  
$ 1 3 0 , 0 0 0  r e d u c t i o n  in t i m b e r  r e c e i p t s  r e p r e s e n t s  a b o u t  3 2 %  o f  C r a i g ' s  r e q u i r e m e n t  to  
fu n d  th e i r  s c h o o l  d is t r ic t  ( $ 1 3 0 , 0 0 0  o f  $ 4 0 0 , 0 0 0  is  3 2 % ) .

W e  k n o w  C r a i g ' s  m u n ic ip a l  b u d g e t  is  l e s s  t h a n  1 /3  t h a t  o f  t h e i r  s c h o o l  d is t r ic t  b u d g e t ,  o r  
o n ly  a b o u t  $ 2  m illion. T h a t  $ 1 3 0 , 0 0 0  r e d u c t io n  in t i m b e r  r e c e i p t s  will h a v e  to  b e  m a d e  
u p  e n t i r e ly  f ro m  t h e  m u n ic ip a l  b u d g e t .  W e  c a n  s e e  $ 1 3 0 , 0 0 0  is a b o u t  6 . 5 %  o f  C r a i g ' s  
a n n u a l  m u n i c i p r ’ b u d g e t  o f  $ 2  m illion. T h i s  l a r g e  r e d u c t i o n  in C r a i g ’s  m u n ic ip a l  b u d g e t  
is  e x t r e m e ,  b o t h  a s  t h e  d o l l a r  Figure o f  $ 1 3 0 , 0 0 0 ,  a n d  a s  6 . 5 %  o f  th e i r  to ta l  m u n ic ip a l  
b u d g e t .  T r u e ,  t h e  $ 1 3 0 , 0 0 0  m a y  o n ly  b e  a b o u t  2 %  o i C r a i g ' s  to ta l  s c h o o l  b u d g e t ,  b u t  
t h e  im p a c t  o n  t h e  c o m m u n i t y  is  m o r e  t h a n  t h r e e  t i m e s  t h a t  p e r c e n t a g e  o r  6 .5 % .

S im i la r  p e r c e n t a g e s  I'm to ld  will b e  f o u n d  fo r  v ir tua l ly  e v e r y  s c h o o l  d is t r ic t  t h a t  is l o c a t e d  
w ith in  a  ta x in g  m u n ic ip a l  a u th o r i t y  w ith in  t h e  U n o r g a n i z e d  B o r o u g h .  S o  w e  c a n  s e e  th a t  
t h e  1 % - 2 %  o f  s c h o o l  b u d g e t  f ig u re  o f t e n  u s e d  is s o m e w h a t  m i s l e a d i n g  w ith  r e g a r d  to  
t h e  i m p a c t  t h e s e  r e d u c t i o n s  w o u ld  h a v e  o n  c o m m u n i t i e s  a s  a  w h o le .

N o w  fo r  t h o s e  s c h o o l  d i s t r i c t s  l o c a t e d  in th e  U n o r g a n i z e d  B o r o u g h  b u t  n o t  w ith in  a n y  
ta x in g  a u th o r i ty  o r  m u n ic ip a l i ty ;  t h e y  a r e  g o v e r n e d  b y  R u ra l  E d u c a t i o n  A d m in i s t r a t iv e  
A r e a  (R E A A ) g u i d e l i n e s .  T h e  s i tu a t io n  for t h e s e  s c h o o l s  is  a  bit d i f fe re n t .  T h e r e  a r e  n o  
m in im u m  r e q u i r e m e n t s  fo r  f u n d in g  b y  a  lo ca l  o r  r e g i o n a l  ta x in g  a u t h o r i t y  b e c a u s e  t h e r e  
is n o  lo c a l  o r  r e g i o n a l  ta x in g  a u th o r i ty .

All r e s p o n s i b i l i ty  to  fu n d  s c h o o l s  in t h e  R E A A  c a t e g o r y  fa l ls  u p o n  t h e  S t a t e  a n d  th e  
F e d e r a l  g o v e r n m e n t .  F o r  s c h o o l  d i s t r i c t s  g o v e r n e d  b y  R E A A , a n y  r e d u c t i o n s  in fu n d in g  
c a n n o t  b e  m a d e  u p  f ro m  a n o t h e r  s o u r c e  a s  t h e y  c a n  b e  fo r  s c h o o l  d i s t r i c t s  l o c a t e d  
w ith in  ta x in g  m u n ic ip a l i t ie s .  F o r  t h e s e  ru ra l  s c h o o l s  a n y  r e d u c t i o n  in f u n d in g  t r a n s l a t e s  
in to  a  c o r r e s p o n d i n g  r e d u c t i o n  in p r o g r a m s  a n d  s e r v i c e s .  It m u s t  b e  s o  a s  t h e r e  is n o  
o t h e r  c o n t r ib u t in g  e n t i ty  to  h e lp  fu n d  t h e  REAA. s c h o o l  d is t r i c ts .

I'm to ld  in t h e  e x a m p l e  o f  S o u t h e a s t  I s la n d  S c h o o l  D is tr ic t  ( S I S D )  w h ic h  o p e r a t e s  e ig h t  
s c h o o l s  in S E  A la s k a ,  all u n d e r  t h e  R E A A  g u i d e l i n e s  in r e m o t e  t o w n s  a n d  v i l l a g e s  
( n o n e  o f  w h ic h  a r e  w ith in  taxing a u t h o r i t i e s )  t h e  r e d u c t io n  in T i m b e r  R e c e i p t s  w o u ld  b e
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$ 8 0 , 0 0 0  if t h e  a n n e x a t i o n  b e c o m e s  law . T h e  S I S D  to ta l  b u d g e t  fo r  t h e s e  e ig h t  s c h o o l s  
is  a b o u t  $ 6  m illion . S o  w e  c a n  s e e  in th i s  c a s e  t h e  i m p a c t  is  a b o u t  1 .4 %  o f  t h e  to ta l  
s c h o o l  b u d g e t .  T h i s  m a y  b e  m o r e  in l in e  w ith  t h e  p e r c e n t a g e s  w e  a r e  h e a r i n g  f ro m  t h e  
K G B  in th e i r  p e t i t io n ,  s u b s e q u e n t  b r ie f s ,  a n d  t e s t i m o n y .  B u t  w e  p e r h a p s  n e e d  to  r e a l i z e  
t h a t  w h i le  t h a t  m a y  b e  a  s m a l l  a m o u n t  in p e r c e n t a g e s ,  in t h e s e  c a s e s  t h e r e  a r e  n o  o t h e r  
f u n d s  a v a i l a b l e  fo r  t h e  R E A A  s c h o o l  d i s t r i c t s  to  t a p  i n t r  to  h e l p  o f f s e t  t h e s e  f u n d i n g  
r e d u c t i o n s .

I h o p e  th i s  in f o rm a t io n  h e l p s  y o u .  o u r  R e p r e s e n t a t i v e s ,  u n d e r s t a n d  th e  d i f f e r e n t  p e r ­
c e n t a g e s  w e  h a v e  all b e e n  h e a r i n g  a b o u t  h o w  F e d e r a l  T i m b e r  r e c e i p t s  i m p a c t  o u r  
s c h o o l s  a n d  s m a l l  ru ra l  s o u t h e a s t  c o m m u n i t i e s .

W h e n  y o u  a s k e d  m e  a s  a  c i t iz e n  to  h e lp  o b t a in  th i s  in f o rm a t io n  fo r  y o u  y e s t e r d a y  I 
a g r e e d  to  d o  m y  b e s t  a r id  to  d o  it a s  q u ic k ly  a s  p o s s i b l e .  I a m  n o t  in a n y  w a y  a n  e x p e r t  
in t h e s e  m a t t e r s .  I s p e n t  t h e  e n t i r e  d a y  s p e a k i n g  w ith  s c h o o l  d is t r ic t  s u p e r i n t e n d e n t s ,  
l i s t e n in g ,  l e a r n in g  a n d  try in g  to  g e t  t h e  s i m p l e  t ru th  a b o u t  t h e  i s s u e s  to  w h ic h  I b e l i e v e  
y o u  w e r e  s e e k i n g  a n s w e r s .

A m o r e  d e t a i l e d  list fo r  e a c h  o f  t h e  18  s c h o o l  d i s t r i c t s  o u t l in in g  th e i r  p r o p o s e d  r e d u c ­
t i o n s  in F o r e s t r y  R e c e i p t  a m o u n t s ,  t h o s e  a m o u n t s  a s  a  p e r c e n t a g e  o f  th e i r  r e s p e c t i v e  
s c h o o l  b u d g e t s ,  a n d  a l s o  a s  a  p e r c e n t a g e  **f th e i r  r e s p e c t i v e  m u n ic ip a l  b u d g e t s  w h e n  
a p p l i c a b l e ,  d o e s  n o t  s e e m  to  b e  a v a i l a b l e  th r o u g h  a n y  s o u r c e s  I’m  a w a r e  o f  for a t  l e a s t  
a n o t h e r  w e e k .  C e r ta in ly  n o t  b e f o r e  y o u  h e a r i n g  t o m o r r o w  m o r n in g .  If y o u  w o u ld  like 
m e  to  c o n t i n u e  w o rk in g  o n  o b t a i n i n g  th i s  list fo r  y o u r  in to  n e x t  w e e k  p l e a s e  le t m e  k n o w .  
J o n  Bollling , t h e  m a n  I’m  to ld  w o u ld  b e  b e s t  a b l e  to  p r e p a r e  s u c h  a  list s h o u l d  r e t u r n  
f ro m  h is  v a c a t i o n  b y  t h e n .

If t h e r e  is  a n y  w a y  I c a n  b e  o f  f u r th e r  h e l p  p l e a s e  d o n ’t h e s i t a t e  to  a s k .  I r e m a i n  y o u r  
willing s e r v a n t ,  dutifu l r e s i d e n t  o f  t h e  U n o r g a n i z e d  Bo. o u g h ,  a n d  p r o u d  c i t iz e n  o f  o u r  
G r e a t  S t a t e  a n d  C o u n t r y .

I t h a n k  e a c h  a n d  e v e r y  o n e  o f  y o u  fo r  o n g o i n g  e f fo r ts .

S in c e r e ly ,

P e t e r  C a f f a l l - D a v is
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Corporation 
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Association
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Kake Tribal 
Corporation
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Kasaan

Sealaska
Corporation

Sealaska
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institute
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Consortium
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Thngil -  Ha*da 
Regional 
Mousing 
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F e b r u a r y  2 2 ,  2 0 0 8
A n na  Fa irc loug h ,  C o - C h a i r
H o u s e  C o m m u n it y  a nd  R e g i o n a l  Affairs C o m m i t t e e
H o u s e  of  R e p r e s e n t a t i v e s
A la s k a  S t a t e  Capi tal
J u n e a u ,  A l a s k a  9 9 8 0 1
R e :  S u p p o r t  of  H J R  3 0  a n d  S J R  1 5  -  O b j e c t i n g  to the  ann exa t io n  of  territory to the  
K et ch ik an  G a t e w a y  B o r o u g h
D e a r  R e p r e s e n t a t i v e  Fa irc lou gh :
T h e  S o u t h e a s t  A l a s k a  N a t i v e  E c o n o m i c  F ut u re s  Coal it ion (Coal i t ion)  w r i te s  in opp os i t ion  
to the  a n n e x a t i o n  o f  the  territory to  the  K etc h ik a n  G a t e w a y  B o r o u g h  an d in sup port  of  
both H J R  3 0  a n d  S J R  1 5 .  T h e  Coal i t ion 's  ob je c t io n  to th e  a n n e x a t i o n  is due  to the  
n e g a t i v e  i m p a ct s  that will o c c u r  to the  s c h o o l s  in the  u n or g an iz ed  b o r o u g h  o f  S o u t h e a s t  
A la s ka .  Sp ec i f i ca l l y ,  a t  s t a k e  is o v e r  1 . 2  million dol lars  for c o m m j n i t y  s c h o o l s  including 
Craig,  H o o n a h ,  Hyd a b ur g ,  K a k e ,  K a s a a n ,  and K la w o c k .  If th e  a n n e x a t i o n  is a p p r o v e d ,  
th e  K etc h ik an  G a t e w a y  B o r o u g h  s t a n d s  to r e c e i v e  a  substant ia l  windfall  to  th e  detriment  
of  t h e s e  c o m m u n i t y  s c h o o l s .  It is u n c o n s c i o n a b l e  to a p p r o v e  t h e  a n n e x a t io n  a s  it w ould  
unjustly enr ich K e t ch ik an  G a t e w a y  B o r o u g h  at  th e  pr ice  o f  th e  current  K - 1 2  e d u c at io n  
s y s t e m ,  a n d  ult imately the  s c h o o l  chi ldren in Craig,  Hydaburg,  K a s a a n ,  an d K la w o c k .
W e  r e q u e s t  y o u  d i s a p p r o v e  th e  Ke tch ika n G a t e w a y  B o r o u g h ’s  appl i cat ion  su b m it t e d  to 
the  L o c a l  B o u n d a r y  C o m m i s s i o n  to a n n e x  land o u t s i d e  the  current b o r o u g h  b o u n d a r ie s  
by support ing  H J R  3 0  a n d  S J R  1 5 .  In addition,  I r e q u e s t  that y o u  p l e a s e  di stribute this 
let ter to your c o m m i t t e e  a n d  c o l l e a g u e s .  S h o u l d  y o u  h a v e  a n y  q u e s t i o n s  p l e a s e  c o n ta c t  
us  a r  d k n o w  that w e  a r e  a v a i la b le  for addit ;onal  c o m m e n t s  and/or t e s t im o n y .  Thank 
y o u  for yo u r  t ime  an d c o n s i d e ra t i o n  an d I look forward to he ar in g  yo u r  r e s p o n s e .

i c e r e 1/,

D e w e y  S k a n  
Chair
c:  S e n a t o r  Ber t  S t e d m a n ,  Co-C hair ,  F i n a n c e  C o m m i t t e e

S e n a t o r  Albert  K o o k e s h  
R e p r e s e n t a t i v e  Bill T h o m a s  
S e n a t o r  Kim Elton 
R e p r e s e n t a t i v e  B e t h  Kerttula 
R e p r e s e n t a t i v e  A n d r e a  Dell 
G o v e r n o r  S a r a h  Pal in
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A L A S K A  N A T IV E  B R O T H E R H O O D
A N D

A L A S K A  N A T IV E  S IS T E R H O O D  
K e tch ik an  C am p  # 1 4

P .O . B ox  6 7 04
429  D ee rm oun t 

K e tc h ik an , A la s k a  99901  
Ph on e : (9 0 7 )  6 I7 -9R 4H

February 11. 2008
Dear Sir:
RE;  H JR 3 0  and S J R I 5
I'hc Alaska Native Brotherhood/Alaska Native Sisterhood (ANB/ANS), Camp #14, Kelchikan 
strongly OBJECTS to the Annexation o f land the Ketchikan Gateway Borough (KGB ) is 
proposing.

Our Objection focuses main!) on the detrimental impact this Annexation Plan w ill 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 
“ Urban Indians” once again. Currenliy, our traditional subsistence usage areas within KGB are 
inaccessible because o f this “ Urban” label. Local Alaska natives have been pushed out to the 
furthest boundaries o f their traditional land and sea food gathering sites trying to cek out scarce 
native foods I'he 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 
Safeway and A&P Grocery Stores. They do not understand that it is in our Cultural, thousands 
and thousands o f years o f Cultural beating through our blood. This Annexation proposal w ill 
foster governmental attempts to further cut o ff Alaska natives from traditional food gathering 
sites in our local area It w ill further efforts to “assimilate”  Alaska natives to the white cultural 
only. I f this Annexation is approved b> the Alaska Legislature, trnditional food gatherers living 
within KGB w ill once again he pushed farther and farther out into geographical areas that may 
vetv well be “ inaccessible" to the majority o f local Alaska natives without great expense

Therefore, on behalf o f 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 i f  the rights o f its native citizens w ill not be protected by them, than the 
Alaska Legislature w ill do it for them

Guualeliccsh. Howaa, Uocykshin! Thank you!

Sincerely.

Joseph Reeves. President 
ANB Camp *<14 Ketchikan



WHERE STUDENTS’ LIVE A N D  LEARN IN THEIR GREAT O UTDO ORS

l-8?54 Fax:907-828-6257

S O U T H E A S T  IS L A N D  S C H O O L  D I S T R I C T  
P R O F I L E :

S o u t h e a s t  I s l a n d  S c h o o l  D is t r i c t  ( S I S D ) ,  i s  a  
R e g i o n a l  E d u c a t i o n  A t t e n d a n c e  A r e a ,  c u r r e n t l y  
o p e r a t i n g  e i g h t  r e m o t e  s c h o o l s  o n  P r i n c e  o f  
W a l e s  I s l a n d ,  B a r a n o f  I s l a n d ,  a n d  t h e  m a i n l a n d .  
O u r  d i s t r i c t  e n c o m p a s s e s  2  m i l l io n  g e o g r a p h i c a l  
a c r e s  o f  m a r i n e  w a t e r s  a n d  i s l a n d s .  T h e  r e g i o n  
is  t e m p e r a t e  r a i n  f o r e s t ;  d e n s e l y  f o r e s t e d  i s ­
l a n d s  g i v e  w a y  t o  m a r i n e  w a t e r w a y s  o f  A l a s k a ’s  
I n s i d e  P a s s a g e .  O u r  c h i l d r e n  a r e  o u r  p r io r i ty

f id  w e  a r e  c o m m i t t e d  t o  p r o v i d i n g  t h e m  w i th  
e  b e s t  e d u c a t i o n  p o s s i b l e .

• F Y  0 8  e n r o l l m e n t  is  1 4 0  s t u d e n t s .
• S ix  s i t e s  a r e  s i n g l e  t e a c h e r ,  K - 1 2  a n d  

c o r r e s p o n d e n c e  s t u d y  p r o g r a m .
• F iv e  m e m b e r  s c h o o i  b o a r d .
• E i g h t  a c t i v e  A d v i s o r y  S c h o o l  C o u n c i l s .
• All s t a k e h o l d e r s  h a v e  t h e  o p p o r t u n i t y  t o  

e n g a g e  in c o l l a b o r a t i v e  p l a n n i n g ,  p r o b l e m  
s o l v i n g ,  a n d  d e c i s i o n  m a k i n g .

• Q u a l i t y  e d u c a t i o n  fo r  a l l  s t u d e n t s  in a  s a f e  
l e a r n i n g  e n v i r o n m e n t .

• K a y a k s ,  b i k e s ,  s n o w s h o e s ,  s h o o t i n g  a n d  
a r c h e r y  p r o g r a m s .

• S I S D  is  c o m p r i s e d  o f  s m a l l  c o m m u n i t i e s  
t h a t  s u p p o r t  t h e i r  y o u t h ,  c o n t r i b u t i n g  to  
y o u t h  s e n s e  j f  b e l o n g i n g  t o  c o m m u n i t y  
a n d  d is t r i c t .

L E G I S L A T I V E  P R I O R I T I E S

• V o c a t i o n a l  E d u c a t i o n
• C I P  l is t  p r o j e c t s :  H y d e r  n e w  c o n s t r u c t i o n ,  

P o r t  P r o t e c t i o n  g y m  a n d  g e n e r a t o r ,  T h o r n e  
B a y  r e p a i r s .

• C o n t i n u e d  i m p l e m e n t a t i o n  o f  I S E R  $ .
• F o r w a r d  f u n d  e d u c a t i o n .
• I n c l u d e  p r e - K  e a r l y  e d u c a t i o n  in B S A .
• P r e v e n t  s u i c i d e  a n d  d r u g / a l c o h o l  a b u s e .
• F i n a n c i a l  s u p p o r t  t o  h e l p  s t u d e n t s  m e e t  a n d  

g o  b e y o n d  s t a n d a r d s .
• R e l i e f  fo r  h i g h  e n e r g y  c o s t s .

H O W  A R E  T H E  C H I L D R E N 9

• All s i t e s  m e e t  a n d  e x c e e d  A Y P
• T w o  o f  t h e  t o p  t e n  s c h o o l s  in t h e  s t a t e .
• U s e  o f  V T C  t o  p r o v i d e  h ig h ly  q u a l i f i e d  a n d  

s p e c i a l  e d u c a t i o n  i n s t r u c t i o n .
• S t u d e n t  v o i c e  v a l u e d
• S t r a t e g i c  P l a n  in p l a c e .
• C O H O  c l a s s r o o m  a i d e s  w o r k i n g  w i th  h ig h  

i m p a c t  s t u d e n t s .
• E n h a n c e  s t u d e n t  o p p o r t u n i t i e s  t h r o u g h  f u n d s  

p r o v i d e d  b y  g r a n t s
• U t i l iz e  c o m m u n i t y  v o l u n t e e r s  t o  p r o v i d e  a  

w i d e r  r a n g e  o f  e d u c a t i o n a l  o p p o r t u n i t i e s  fo r  
s t u d e n t s .

• S c h o r l  b r e a k f a s t ,  l u n c h  a n d  s n a c k  p r o g r a m .
• I n d i v id u a l  a t t e n t i o n  g i v e n  e a c h  s t u d e n t ;  h e l p ­

in g  t h e m  a c h i e v e  . h e i r  life g o a l s .

T H A N K  YO U  FOR YO U R  C O M M IT M E N T  TO  E D U C A T IO N !
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From: Sonya Hymer
Sent: Monday, February 11, 2008 3:22 PM
To: Sonya Hymer

Sub ect: KW; Hyder CIP

£  Sonya Hym er

F ro ir : 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

K ac i,
I lid  see that there is a com m ittee  hearing fo r  H JR  3 0  tom o rrow . T hanks fo r  a sk ing  about o u r 
re la tionsh ip  w ith K e tch ikan  B o rough : It is non-ex isten t. I have liv ed  he re 5 yea rs , and the o n ly  K G B  
representative in tow n f lew  in and had the p lane  stand by w h ile  he zipped  up to the com m un ity  bu ild ing  
io post a notice about a hearing on  annexation . 1 be lieve  that none o f  the cu rren t K G B  A ssem b ly  
m em bers have e v e r spent any tim e here, they have no  idea what o u r  li fe  is lik e  here . W e  ce rta in ly  were 
not consu lted  about being inc luded in the B o rough , and get the im p ress ion  that w e are the necessary 
ev il connected w ith their being ab le  to annex a ll that Forest S e rv ic e  land w ith it's lo v e ly  tim ber 

f  £  receipts. I am  not op tim istic  that they w ill try  to bu ild  a re la tion sh ip  w ith us.

1 w i ll :  th is to Pete C a ffa l l-D a v is , w ho has been hand ling  the annexa tion  ba ttle  fo r  H yde r, and a lso  to 
Paul L a rk in , the fo rm e r town A dm in is tra to r. Perhaps they w i l l send com m en ts a lso .

C a ro l

On Feb 11, 2 0 0 8 , at 1 :34  PM , K ac i S ch roed e r w rote :

Carol,

Just wanted to confirm with you that I 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. I was just wondering if anyone consulted 
Hyder before the directive was made to include you guys in the Ketchikan Borough within 5 years. I 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

mailto:rustyfish@missouristreet.com
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)

IN  T H E  S U P E R IO R  C O U R T  F O R  T H E  ST A T E  O F  A LA SK A  

F IR S T  JU D IC IA L  D IS T R IC T  A T  K E T C H IK A N

C IT Y  OF CRA IG , ANNETTE ISLAND  
SCHOOL D ISTR IC T ,
O RG A N IZED  V ILLA G E  OF KASAAN , 
CRA IG  C IT Y  SCHOOL D ISTR ICT ,
C IT Y  OF KA SA A N ,
K LA W O C K  C IT Y  SCHOOL 
D ISTR ICT , N A U KA T I W EST, INC ., 
SOUTHEAST ISLA N D  
SCHOOL D ISTR IC T , C IT Y  OF 
THORNE B A Y , PR IN CE  OF W ALES 
C O M M U N ITY  A D V ISO R Y  COUNC IL , 
HO LL IS  C O M M U N ITY  C O UN C IL  
C IT Y  OF K LA W O C K , H YD A BU RG  C IT Y ) 
SCHOOL D ISTR IC T , C IT Y  OF H YDA BU RG , 
H Y D A BU RG  COOPERATIVE  ASSOC.

)

Appellants,

v.

LO CA L B O U N D A R Y  COM M ISSION ,

Appellee.
Case No. IK E -0 8 -0 0 4

AFFIDAVIT QF JON BOLLING IN SUPPORT OF AJPPELLANTS.iMft.nQN TO
S T A Y

Jon Bolling , being first duly sworn, states as fo llow s:

1. 1 am the City Administrator for the City o f  Craig and have been the City 

Administrator fo r five years.

2. I am fam iliar with some o f  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 (N FR ) payments w ill change in 2009 i f  

Congress does not reauthorize the Secure Rural Schools Program (6cc LBC  Opposition to
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Appellants’ M otion fo r 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 i f  the K O B  petition is submitted to the 

legislature and not disapproved by the legislature. F o r example, municipal school districts in the 

Unorganized Borough have a statutory requirement (AS 14 .20 .140 ) to notify tenured teachers by 

March 15 i f  the district cannot a ffo rd to maintain staffing levels. The School District 

representatives among these Appellants have expressed this serious and immediate concern to 

me and the Superintendent fo r the K lawock School D istrict 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 

o f  s ta ff 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 o f  losing 

National Forest Receipts is to compare the N FR  payment to a community’s local contribution to 

its school district, in part because the N FR , 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 e ffo rt (fou r m ils o f  a community’ s real and persoual 

property v a lu e -A S  14.17.410 .b .2 ) and the funding cap (equivalent to an additional two l iU o f  

a city ’ s real and personal property tax base, or 23%  o f  a district’ s basic need -  AS I4.17 .410.C .I 

& 2j. In Appellant C ity o f  C raig ’s case, the required local effort is approximately $430 ,000 , and 

its cap approximately 51 .2 m illion. C raig's 2007 N FR  payment o f  5594 ,437 is 138%  o f  the 

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

A JJIdm it o f  Jo n  fia llln p ln Su p port») Appellant*
Motion to .Stay

2
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5. Regarding the differences in per pupil allocation o fN a tiona l Forest Receipts 

between K G B  and Craig and K lawock referenced on p .15 o f  K G B ’ s Opposition to Appellants' 

Motion fo r Stay, four important points must be considered:

A. The NFR  program is not designed to be distributed so le ly  on a per-pupil basis.

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

C. Mauy, many m illions mere board feet were logged from  the Unorganized 
Borough than from within either the existing o r proposed KG B  borough 
boundaries (sec affidavit from B ill Rolfocn in L B C ’s Opposition to Appellants' 
Motion fo r Stay).

D. The State o f  A laska's own statutes (AS 14 .70 .160 ) and research (A laska School 
District Cost Study Update January 31, 2005, prepared fo r A laska Legislative 
Budgot and Audit Committee) show that the cost to educate prcK -12 students in 
the unorganized borough is significantly higher than in the KGB .

6. Given the complexities o f  the funding formula fo r the Payment in Lieu o f  Taxes 

Program, the annexation may result in a loss o f  find ing to appellants within the Prince o f  

Wales/Outer Ketchikan Census Area without a commensurate gain fo r the K G B . leaving 

appellant communities with significant financial losses w holly independent o f  the NFR 

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

3
■i ffntovtt o f  Jo n  Boltlny In Support o f  ApptfHunt* 
Morion to Sfuv
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#
Ctrrtflwft atinaitt
On_______a true and oorrect copy of the (bfcjoln |  detriment
was served im the following auomoy(i) of record vie:

I ; U.S. First Class Mail, poawge pre-patd 
i ' Aw 
tcotrt ben

Majorle Vendor 
Aaat. Attorney General 
Bon 110300 
Jnncau, AK 99811

Seott-Brandt Eriehjcn 
Borough Atttn iy 
Ketchikan Gateway Borough 
344 Front St 
Ketchikan, AK *99(11

Leroy W. Wilder
Attorney For The Mcilakada Indian Community
101 sw Main Streoi. Suita 1800
Port tend, OR 97204-3226
LwildcnaHk-Law.Cnin
Phone: 503-287-7975
Fan: 303-225-1237

a m

#
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

Cornmiaaioner, Department Of Commerce, Community, and Economic Development
530 West Seventh Avenue, Suite 1770
Anchorage, AK 99301-3310
B-Mail: LBCfliUitaLga
Fax: 907-269-4339

Peter Caflall-Davl*
P.O Bo* 77 
Hyder, AK 99923

LavricGyto-Chemm

J»me* T Brennan................................         . , .   * ' —-  - —  .!■*«>—
1227 W. 9*Avc. Suite 300 
Anchorage. AK 99501-32 >8 
Phone: 907-279-3328 
Ft*; 907-278-0877

Affidavit o f  Ja n  Boiling In Support o f  Appellants 
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On B eh a lf o f: A N N ETTE  IS LA N D  SC H O O L D IS T R IC T , C IT Y  O F  C O FFM A N  
C O V E , C IT Y  O F  C R A IG , C IT Y  O F  H Y D A B U R G , C IT Y  O F K A K E , C IT Y  O F  
K A SA A N , C IT Y  O F  K L A W O C K , C IT Y  O F  T H O R N E  B A Y , C R A IG  C IT Y  SC H O O L  
D IS T R IC T , C R A IG  C O M M U N IT Y  A SSO C IA T IO N , H O L L IS  C O M M U N IT Y  
C O U N C IL , H Y D A B U R G  C IT Y  SC H O O L  D IS T R IC T , H Y D A B U R G  C O O PE R A T IV E  
A SSO C ., K A K E  C IT Y  SC H O O L  D IS T R IC T , K L A W O C K  C IT Y  SC H O O L  D IS T R IC T , 
K L A W O C K  C O O P E R A T IV E  A SSO C IA T IO N , N A U K A T I W E ST  IN C ., O R G A N IZ E D  
V IL L A G E  O F  K A SA A N , PR IN C E  O F  W A L E S  C O M M U N IT Y  A D V IS O R Y  
C O U N C IL , SO U T H E A ST  IS LA N D  SC H O O L  D IS T R IC T

February 7, 2008

The Honorab le Anna Fairc lough, C o-C ha ir
House Com m unity and Regional A ffa irs  Comm ittee
House o f  Representatives
A laska State Capita l
Juneau, A laska 9 9801 -1 182

The H onorab le G ab rie lle  LeD oux , C o-Cha ir 
House Com m unity and Regional A ffa irs  Comm ittee 
House o f  Representatives 
A laska State Capita l 
Juneau, A laska 9 9 801 -1 182

The H onorab le D onny O lson , Chair
Senate Com m un ity and Regional A ffa irs  Committee
State Senate
A laska State Capita l
Juneau, A laska 9 9 80 1 -1 1 8 2

Subject: House Joint Reso lu tion  30 and Senate Joint Resolu tion 15: D isapprova l o f  
Loca l Boundary Com m ission Recommendation Regarding Annexation by the Ketchikan 
Gateway Borough

Dear Senator O lson , Representative Fairc lough, and Representative LeD oux :

W e are a subcommittee o f  representatives o f  the T riba l O rgan izations, 
Municipalities, and Schoo l D istricts, who urge the adoption o f  House Joint Reso lu tion  30 
and Sena' z Joint Reso lu tion 15. O ur T ribal entities, communities and schoo l districts 
have appealed the decision o f  the Local Boundary Com m ission to approve the Ketchikan 
Gateway Borough annexation o f  4 ,5 1 0  acres o f  essentia lly uninhabited land to the 
A laska Superio r Court. W e  w rite in response to the letter sent to you  by the Chair o f  the 
Loca l Boundary Comm ission , dated February 1, 2008 .



Fo r convenience, we w ill set out ou r response by each point in the letter o f  LBC .

1. W e firm ly  believe the LB C  decision did not com p ly with the A laska Constitution 
and the applicab le statutes and regulations. O u r Statement o f  Points on Appeal to 
the Superio r Court outlines numerous constitutional v io lations in the decision, as 
w e ll as statutory and regulatory violations. O f  particu lar importance are the 
v io lations o f  A rtic le  X , Sections 1 and 3 o f  the A laska Constitution, and 
v io lations o f  due process as to ou r T riba l entities and community associations.

2. W e encourage the Committees to review the transcript from  the LB C  hearing on 
the K G B  Annexation petition. W e have provided the transcript to Representative 
Thomas and hope it w ill be distributed. The transcript demonstrates the immense 
harm to ou r children because o f  the loss o f  not on ly  the national forest receipts 
funds, but the Payment in Lieu o f  Taxes federal funding on which ou r 
communities re ly .

3. The O rder o f  the LB C  did not “ direct”  Ketchikan to file  a petition to annex Hyder 
within five  years. A lthough the decision discussed whether K G B  o r  LBC  o r 
“ s t a f f ’ m ight file  a petition to annex Hyder within five years, the O rder actually 
entered by the LB C  did not do so. The entire O rder states:

“ O n  the basis set out in Section H o f  this decision statement, the 
Comm ission determines that the Petition, as amended to delete the 
approxim ate ly 191 square m ile area o f  M yers Chuck and Un ion  Bay, 
meets al! the applicable Constitutional, statutory, and regu latory standards 
fo r borough annexation and is in the best interest o f  the State. According, 
the Petition, as amended, is approved.”

There is no “ O rder”  directing the K G B  to file  a petition to annex Hyder. W e do not 
be lieve the om ission o f  that directive from  the O rder was an accident o r a mistake. As 
written, K G B  is not compelled to do anything. What i f  K G B  does not file  a petition to 
annex H yder in five  years? W ill the LBC  “ dismantle”  the Borough? W e seriously doubt 
it. The L B C  ca re fu lly  constructed its decision and O rder in a manner that does not 
require K G B  to annex Hyder, and when they fa il to do so, as they su re ly w ill, we w ill 
have no recourse.

4. There are on ly  two differences between the i9 9 7  petition and the 2 0 0 6  petition.
In 1997, K G B  did not include M eyers Chuck/Union Bay. In 2006 , it did, but the 
L B C  amended the petition to delete Meyers Chuck/Union Bay. The second 
d ifference is the boundary line creating the Hyder enclave. The boundary line 
encircling Hyder fo llow ed the ilow  o f  the rive r in the 2 006  petition; it fo llow ed a 
s ligh tly d ifferent route in the 1997 petiti a. That boundary line change had no 
significant o r practical impact as to the amount o f  uninhabited land to be annexed 
in either petition.
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5. W e  understand that the LBC  “ adopted”  the position o f  the L B C  in 1999 that the 
loss o f  the national forest receipts by ou r schoo l districts and communities “ is not 
a bar to the development o f  boroughs o r their extension.”  A lthough we disagree 
w ith that position by both LB C  bodies, what is important is that the current LBC  
ignored the Constitutional findings o f  the L B C  in 1999 , w ithout any constitutional 
change in the interim. In 1999, the L B C  stated unequ ivoca lly : “ ...th e  
constitution ca lls fo r  boundaries to embrace an area o f  com m on interests to the 
maximum  degree possible. W ithout M yers Chuck and Hyder, this standard 
cannot be met.”  (Statement o f  Decision, 1999 , p. 11) The L B C  a lso  stated 
unequivoca lly in 1999: “ Further, the proposal fa ils  to serve a ll re levant principles 
established in the Constitution o f  the State o f  A laska .”  (Statement o f  Decision, 
1999 , p. 14).

The LB C  cannot change the Constitution o r interpret it d iffe ren tly  to the same 
area and petition sim ply by saying it’ s a d iffe rent comm ission. The Constitution 
is not a “ p o licy ”  that changes with the LBC , o r its staff. The L B C  cannot pick 
and choose from  its 1999 decision. It cannot adopt one portion— which it knows 
w ill d irectly harm a ll ou r children and communities— and reject the Constitutional 
portion. The Constitution does not change with the “ p o licy  m akers”  as suggested 
by C om m issioner Ketchum ’ s letter. W e  believe the action o f  the L B C  with 
respect to the K G B ’ s 2 0 06  petition was arbitrary and capricious.

6. A lthough the Secure Rura l Schoo ls Act funding has not yet been extended, i f  it is, 
the loss to ou r schoo ls w ill be $ 1,200 ,000 . The w ind fa ll to K G B  w ill be 
$ 1 ,2 0 0 ,0 0 0  even though it w ill provide no educational services in the annexed 
area, and no children w ill be added to the K G B  schools. Even i f  the Secure Rural 
Schoo l Act funding is not extended, the annexation w ou ld mean a loss o f  2 2%  o f  
the regu lar forest receipts funding.

7. The LB C  Chair fa iled to address at all the loss o f  the Payment in L ieu  o f  Taxes 
funding to the communities o f  Prince o f  W ales. This federa l funding amounted to 
$ 543 ,9 13  in F Y  2008 . What possib le equity is there in taking this federal funding 
away from  the Prince o f  W ales communities so that K G B  can annex essentia lly 
uninhabited land and provide no services to this area? When an agency like the 
L B C  acts with this disregard o f  the Constitution and insensitiv ity to the best 
interests o f  the Stale, we can on ly  come before ou r leg islators as provided fo r  in 
Statute and appeal to you to do what is right. How  can this annexation possib ly 
benefit the State when our communities may lose ove r $ 1 ,5 0 0 ,0 0 0  in federal 
fum ling, and K G B  w ill o ffe r nothing o f  benefit to the State because it has 
de liberate ly removed Hyder from  the annexation?

8. The L B C  Chair notes several times that D E E D  “ filed a statement o f  non-objection 
to the [K G B ] annexation.”  This is perplexing; we do not understand how D EE D  
cou ld reach that conclusion given that the governing statute and regulations ca ll



fo r “ balancing a ll standards fo r  annexation to a borough .”  B y  exclud ing Hyder, 
the proposed K G B  annexation e ffective ly  shifts to the K G B  the funds otherw ise 
availab le to fund the education o f  Hyder students through Southeast Jsiand School 
D istrict, w ithout imposing upon the K G B  the requirement o f  p rov id ing that 
education. How  does that meet the standard o f  “ balancing a ll standards fo r 
annexation to a borough?”  W e do not believe, in a ll fairness, that it can o r docs 
meet that standard.

The letter from  the L B C  Chair indicated he was “ troub led by the inaccuracies contained 
in the Reso lu tions.”  The Reso lu tions are accurate. W e are troub led by the continued 
“ inaccuracies”  published by the LB C . W e are troub led by the L B C ’ s attempt to divert 
you r attention from  the Constitutional prob lem s with its decision. W e are troub led by the 
L B C :s attempt to divert you r attention away from  the direct harm to ou r children and 
their educational opportunities.

F ina lly , we are troubled by the fact that the L B C  Chairm an ’ s seven page letter to 
the committee chairs is seven pages longer than the response that the L B C  provided those 
who submitted tim ely written comments on the L B C ’ s pre lim inary report on the proposed 
annexation. The L B C  chose not to respond in the fina l report to the m any concerns 
raised in writing, choosing instead to state that it was too busy to rep ly to the written 
concerns o f  the commenters. Had the LB C  chosen to respond to these concerns, tim e ly 
raised during the L B C ’ s annexation petition review  process, the leg islature may not have 
these troub ling questions before it today.

Our T riba l organizations, Communities and Schoo l D istricts appreciate you r 
carefu l consideration o f  the House Joint Resolu tion 30  and Senate Joint Reso lu tion  15.
We stand w illing  to provide any additional in form ation that the Comm ittees m ay feel 
he lp fu l.
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Sincere ly,

f u r  t r  ■ ^  . i ;R ichard Peterson, M ayo r ot Kasaan and Brett A genbroad, Supcrintem lcnt
President, Organized V illag e  o f  Kasaan Annette Island Schoo l D istrict

cc: The Honorab le K y le  Johansen
The Honorable Bert Stedman
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The H onorab le B i l l Thomas 
The H onorab le A1 Kookesh 

cc: The Honorab le L yda  Green
The H onorab le John Harris 
The Honorab le Sarah Pa lin 
D C C E D  Com m issioner Em il Notti 
D C R A  D irecto r Tara Jo llie  
L B C  S ta ff Supervisor Jennifer Abbot 
Robert P. B lasco , A ttorney fo r Appellants
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L o ca l  B o u n d ary  C o m m i s s i o n
Department  o f  C o m m e r c e .  C o m m u n i t y .  and l i c o n o m i c  D e v e l o p m e n t  
5 5 0  W e s t  S e v e n t h  A v e n u e .  S u i t e  I 7 7<)
A n c h o r a g e .  A l a s k a  9 0 5 0 1 - 5 5  10
D e a r  l oc a l  B o u n d a r y  C o m m i s s i o n  v io ni h e r s :

A t t a c h e d  you  w i l l  fine! c o m m e n t s  re g a rd in g  the L B C  p r e l i m in a r y  report  in the  m att er  o f  
the pet i t ion o f  the K e t c h i k a n  G a t e w a y  B o r o u g h  for  l e g i s l a t i v e  r e v i e w  a n n e x a t i o n  o f  
a p p r o x i m a t e ly  4 , 7 0 1  s q u a r e  m i l e s  to the K e t c h i k a n  G a t e w a y  B o r o u g h .

T h e  c o m m e n t s  detai l  the c i t y ' s  c o n c e r n s  r e g a rd in g  the p r o p o s e d  an ne xa t io n .  T h e r e  are a 
nu m b e r  o f  p r o b l e m a t i c  are as  in (he p r e l i m in a r y  report  that the L B C  m u s t  add r e ss  pr io r  to 
the i s su a n c e  o f  a f inal  report  and the ho ld in g  o f  a pu b l i c  m e e t i n g  w h e r e  c o m m e n t s  and 
t e s t i m o n y  can b e  o f f e r e d .  I ' l iese  p r o b l e m a t i c  ar e as  w i l l  r equire  c a r e f u l  c o n s i d e r a t i o n  by  
the I B C  b e fo re  the a n n e x a t io n  pet i t ion  is aga in  the  su b je c t  to C o m m i s s i o n  a c t io n .

A m o n g  iho m an y  i s s u e s  that the  I . B e ' must  a d d r e ss  re garding  this p r o p o s e d  a n n e x a t i o n  is 
the e q u i ty  o f  requir ing  m a n y  s m a l l  c o m m u n i t i e s  lo c o l l e c t i v e l y  for fe i t  s o m e  S I  3 m i l l io n  
in e duc at i on  and o t h e r  fun d in g  e\  er\  y e a r  to the K e t c h i k a n  G a t e w a y  B o r o u g h ,  w l i ich in 
l inn w i l l  fac e  no pr op o rt io n a l  r e qu ir e m e nt  to d e l i v e r  pu b l i c  s e r v i c e s  to the  area su b iec t  lo 
annexat ion

P l e a s e  n ot e  that the a t ia c h c d  c o m m e n t s  arc  a l s o  th os e  o f  the Pr inc e  o f  W a l e s  C o m m t i n i t \  
A d v i s o r y  C o u n c i l

T han k y o u  lor  c o n s i d e r i n g  o u r  c o m m e n t s

C c  G o v e r n o r  Sa ra h  Pal  in 
Se n at o r  Alber t  K o o k e s h  
R e p r e s e n ta t i v e  I M I  T h o m a s  
K et ch ik a n  G a i e w a ;  B o i o u g i  
C i t y  o f  W ra n g e l l
Annet te  Is land India. i  C o m m u n i s  
M e y e r s  C h u c k  C o m m u n i t y  A s s o c i a t i o n  
Pr ince  o f  W a l e s  C o m m u n i t y  A d v i s o r y  C o u n c i l
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