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This report examines the feasibility of forming a borough in an area encompassing
the entire Railbelt REAA and a small portion of the Yukon-Koyukuk REAA. A map
of the study area is provided at the end of this report.

In an effort to keep this report brief, it deals only with specific information
concerning a potential borough in the study area. However, in order for readers to
adequately evaluate general characteristics of borough government it is suggested
that other general information on the topic be reviewed. The Department of
Community and Regional Affairs (DCRA) offers a separate publication entitled
Regional Government in Alaska which provides such information.

This companion publication includes the following:

° background information relating to borough government, including a
brief discussion of what a borough is;

a discussion of the powers and duties of boroughs;

a-general discussion of revenue programs available to boroughs;

a discussion of how boroughs are formed;

information concerning how the governing body of a borough is elected.

o O O ©

Why This Study Was Prepared

In April, 1988, the Departmentreceived arequest from the City of Nenana to prepare
a borough feasibility study for an area “that would encompass an area along the
‘Railbelt’ between the boundaries of the Mat-Su Borough and the Fairbanks North
Star borough.” The scope of the area was further defined to encompass the entire
Railbelt REAA and a small portion of the Yukon-Koyukuk REAA.

Residents of the region, like residents of other areas of the unorganized borough,
have expressed concern over the potential for adoption of legislation which would
mandate borough formation in unincorporated areas in Alaska.

Other developments at the state level have also generated interest in gathering
information about the likely effects of formation of new boroughs. After a fourteen
year lull in the formation of boroughs, three regional governments have been
incorporated by a vote of their respective local residents since 1986. These were the
Northwest Arctic, Aleutians East and Lake and Peninsula Boroughs. Additionally,
eleven regions of the state are presently the subject of borough feasibility studies or
have recently been the subject of such studies. Concern over the potential implica-
tions of a Yukon Koyukuk Borough Feasibility Study was one of the factors which
led to the request for development of the Denali Borough Feasibility Study.

— CiD
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At a May 26, 1988 meeting in Nenana, representatives of the City of Nenana
proposed the study area be called the ‘Denali’ Region.

On January 17, 1989, the Matanuska-Susitna Borough Assembly adopted Resolu-
tion 89-017, which expressed the borough’s opposition to formation of a new
borough in the Denali-Region until such time the borough completed its own
analysis of the feasibility of annexation of the region.

On June 1, 1989, the Matanuska-Susitna Borough submitted a petition for the
annexation of 9,844 square miles (6,300,000 acres). The territory proposed for
annexation includes that portion of the Denali National Park which presently lies
outside the Borough’s boundaries (approximately 70%). The area also includes an
estimated 1,000 persons residing in the communities of Cantwell, McKinley Park
and Healy.

In response to the proposed annexation from the Mat-Su Borough, a “Railbelt
Borough Planning Committee” was formed. The Committee has indicated intent to
“initiate a petition to the State to form a borough.” A meeting has been scheduled
for June 29 in Healy to discuss the matter further.

Subsequent to release of the first draft of this study in December, 1988, the Tanana
Chiefs Conference (TCC) expressed interest in a separate examination of borough
feasibility in the region generally conforming to the TCC service area.(Attachment
E)

On March 16, 1989, the Department entered into an agreement with TCC for the
preparation of a borough feasibility study of much of the TCC service area. The
agreement calls for “informational hearings throughout the region to gather com-
ments on the (draft) study” to be conducted between September 20 and November
30, 1989. By December 30, 1989, TCC is to “inform the Department of its intent
regarding borough formation”.

A copy of that agreement is included in this report as Attachment F.

Methodology

DCRA has undertaken this study as one element of a larger scale project. That area
examined in this borough feasibility study is one of eleven regions which have
requested an evaluation of borough viability. The draftstudy was issued for review
on December 9, 1988. At that time, approximately 55 copies of the first draft of the
“Denali” Region borough feasibility study were distributed for review and com-
ment. The draft document was extensively distributed to state agencies, legislators

D
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and various elected and appointed community representatives for alengthy review
and comment period.

Design and preparation of this study was done by staff of the Municipal and
Regional Assistance Division, Local Boundary Commission Staff Component.

Information and assistance was provided by a number of individuals and agencies,
including Steve Bainbridge, City Administrator, City of Nenana; Dennis Daigger of
the Department of Natural Resources, Division of Land and Water Management; Dr.
Anthony Nakazawa of the University of Alaska’s Cooperative Extension Service;
Eddy Jeans, Division of Education Finance and Support Services, Department of
Education and the MRAD Fairbanks Regional Office staff.
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CHAPTER ONE
REGIONAL PROFILE

Social, cultural and economic aspects of the region are fundamental considerations
when the issue of borough incorporation is examined.

Such data are needed when judging the extent to which the region meets minimum
standards for borough incorporation as established by state law. The Alaska
Supreme Court has ruled that these standards need only be “minimally met” before
a region may form a borough.

In addition to financial viability (which is addressed in Chapters 4 and 5 of this
study), these standards require that:

° the population of the region totals at least 1,000 residents residing in
at least two separate communities;

° the population of the region is stable enough to support borough
government and is socially, culturally and economically interrelated;

° boundaries of the proposed borough conform generally to natural ge-
ography and include all areas necessary for full development of
municipal services;

© air transportation service is available to all communities in the region
which are not connected by road;

° the area includes, at a minimum, one regional education attendance
area, unless it is determined that the proposed borough can otherwise
meet standards for incorporation.

Information presented in this chapter examines the study area’s characteristics in
the context of these standards.

Location

The primary study area encompasses an estimated 13,520 square miles. This
includes all of the Railbelt REAA and roughly the southeast one-eighth of the
adjoining Yukon Koyukuk REAA. That portion of the Yukon Koyukuk REAA
which isincluded in the study area encompasses the home rule city of Nenana and
the unincorporated communities of Minto and Manley Hot Springs. (Tanana was
excluded from the borough feasibility study area.) The second class City of

(1)
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Anderson is the principal population center in the Railbelt REAA portion of the
study area. A six million acre portion of the Denali Park and Preserve is located
within the southern portion of the study area.

The study areais bounded on west by 151°longitude, on the eastby the Delta Greely
REAA and on the south by the Matanuska-Susitna Borough. The northern portion
of the area is drained by the Tanana River system.

Transportation Network

The study area is one of the few areas of the state which is accessible by both
highway, railroad and barge. With the exception of Minto and Manley Hot Springs,
which are reached via the Elliott Highway, communities within the study area are
either on or are accessible to the Parks Highway/ Alaska Railroad corridor, which
bisects the study area. Fairbanks is the regional air hub, but other communities
within the region have airstrips. For example, Nenana has a paved airport and
Anderson has a 4,000 foot gravel surface airstrip four miles south of the community.

Nenana is a chief river port on the Tanana River, and the only river barge/railroad
portinInterior Alaska. Most bulk goods shipped to communities on the Tanana and
upper Yukon Rivers pass through Nenana. Barges haul fuel and other freight from
May through September.

Physical Setting

The northern portion of the study area consists of a rolling silt covered tableland,
ranging in in altitude from 250 to 900 feet in altitude and possessing a local relief of
50 to 250 feet. A line of gentle bedrock hills in the center rises to 1,500 feet. South
of these hills the tableland is covered with dunes dissected by steep walled gullies.
The entire lowland in the northern portion of the study area is drained northward
by the Yukon River. The southern portion of the study area is dominated by 20,320
foot Mt. Denali.

History

The Tanana lowland was historically populated by Tanana Indians. They were
relatively few in number and with the advent of the gold rush, they moved upriver
toward Tanana to participate in the new cash-barter economy. The gold rush
changed the pattern of living in the area. Placer mines ruined bottomland environ-
ments. The Native people abandoned big game as their primary food source and
turned to fishing. The Tanana Valley was a center of gold mining activity at the turn
of the century.!

2D




f CHAPTER ONE \
k REGIONAL PROFILE ‘} \

Anderson

Anderson was originally settled in the early 1950’s by three homesteaders, one of
whom later lent his name to the town. When Art Anderson subdivided his 80 acre
homestead into quarteracrelotsand placed thelots for sale, many of the military and
civilian workers and their families associated with the construction and operation
of nearby Clear Air Force Station settled their families. A city government was
incorporated in 1962.

Eventually, the community grew as it became home for most of the civilian staff
permanently assigned to the Clear Military Station.2

Healy

Healy is located at mile 358.1 on the Alaska Railroad, west of the mouth of Healy
Creek, nine miles north of the community of McKinley Park. The main entrance to
Denali Park and Preserve is located approximately twelve miles south of Healy.

The predominant employer at Healy is the Usibelli Coal Mine, Inc., which employs
about 120 union and non-union employees during peak periods. The Usibelli Coal
Mine (UCM) started as a joint coal mining operation between Emil Usibelli and T.E.
Sanford in 1943 when the mining license was obtained from the U.S. Army to open
asmall surface mine east of Suntrana. Some years later, Emil Usibelli bought out his
partner and the operation was organized into the present day corporation. A
number of other mining operations existed in the state in the 1950’s and 1960’s, but,
by 1970, Usibelli was the only major mining operation left in Alaska. UCM entered
into a contract with South Korea in 1981 to export coal, which enabled the mine to
double its output by 1985. A total of 3,720 acres in Poker Flats is currently strip
mined, although UCM hasalso entered into lease agreements which provide mining
rights to an additional 15,000 acres. Approximately 90% of UCM’s assets are used
in the coal mining operation, which produces all of the company’s profits.

It is significant that UCM is the only coal mine operating in Alaska. UCM’s coal is
classified as “subbituminous C”, which is fairly low quality coal. Other extensive
coal deposits are located throughout Alaska, but, to date, it has not been economic
to retrieve and transport coal from other sources.

UCM total “proven reserves” are about 64 million net tons, which, at full capacity
production of 2million tons per year, would last approximately 32 years. In addition
to the “proven reserves”, an additional 32.9 million net tons of “probable reserves”
are estimated to be in UCM's leased areas.

D




( DENALI REGION

K BOROUGH FEASIBILITY STUDY J

Also, UCM has lease rights to additional acreage which has not yet been drilled for
determination of mining potential. UCM management estimates that total lease
rights held could exceed one billion tons of reserves.

The mine’s shop office building is located about four miles north of Healy and about
3.5miles north of Usibelli Spur Road on the east bank of the NenanaRiver. The value
of the shop/office building and its contents was appraised at $7,926,000 as of March
8, 19882 The Matanuska Susitna Borough Assessment Department has estimated
the total value of the Usibelli Coal Mine’s Healy facilities at $15,000,000.4

Other businesses in the Healy area include the Golden Valley Electric Association
plant which employs about40individuals. Golden Valley supplies electricity for the
coal mine operation as well as the surrounding homes and businesses. The State of
Alaska Department of Transportation and Public Facilities maintains a year-round
State Road Maintenance facility in Healy. The Alaska Railroad also employs a
number of people in the area. Denali National Park also serves as a major source of
employment, especially during the summer months.

Manley Hot Springs

In 1902, ].F. Karshner began a homestead on the spot, at about the same time the U.S.
Army Signal Corpsestablished a telegraph station nearby. The placebecame known
as Baker Hot Springs after nearby Baker Creek. In 1907, Frank Manley leased land
from Karshner and built the four story Hot Springs Resort Hotel. At that time the
settlement became a trading center for the Tofty mining area to the northwest. In
1910, 101 people lived there. In greenhouses, heated by the spring, commercial
vegetables were grown, A dairy herd and a potato farm were maintained, The Hot
Springs Post office was established in 1907.5

Minto

Mintois located near the Elliott Highway, 40 air miles northwest of Fairbanks on the
north bank of the Tolovana River. Old Minto was an historic Tanana Indian village.
Early contact was basically limited to Russian traders from 1860 to the 1880s. Some
scientific exploration took place after 1885. The village moved to higher ground on
the Tolovana River in 1969.6

Nenana
Nenana is located on Mile 411.7 on the Alaska Railroad, on the bank of the Tanana

River, east of the mouth of the Nenana River. Itis 60 miles south of Fairbanks on the
Parks Highway, on the Tanana lowlands.

©
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In 1902, a Tanana Indian village called Toghottele was reported here. The current
village corporation, created as a result of the Alaska Native Claims Settlement Act,
is named after the traditional village. Nenana was a customary trading point for
Athabascan Indians of the Interior.

Early in the 20th Century a trading post and roadhouse were built. The St. Mark’s
or Nenana Indian Mission was established there in 1907. A post office was
established in 1908.

When President Wilson authorized a government railroad to connect Interior
Alaska with the coast in 1914, Nenana became the northern construction base and
a boomtown. Construction began in 1916. The boom population faded soon after
the completion of the railroad but Nenana became increasingly important as a
transfer point for freight. ’

Demographics

Population of the area and its distribution is estimated to be as follows”:

AREA POPULATION
Anderson 775
Nenana 552
Cantwell 91
Healy 414
McKinley Park 65
Manley Hot Springs 88
Minto 209
Usibelli Mine 6
Balance of Area 797
TOTAL 2,997

Staff of the City of Anderson estimate the military work force at the Clear Air Force
Station at 125 and the civilian work force at the site at about 200. In 1980,
approximately 3% of Anderson’s population was Alaska Native. (1980 Federal
Decennial Census). In contrast, Minto’s 1980 population was approximately 7%
non-Native.?

Population data of the City of Nenana in 1970 recorded an Alaska Native population
of 142. In 1980, 214 individuals, or 46% of the population, were recorded as Alaska
Natives.

,
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Economy

In terms of relative numbers, the most important factor in the greater Nenana area
economy is the Clear Missile Early Warning Site. Eighty-five toninety percentof the
employment force in Anderson is associated with the military site.

Historically, employment categories in Nenana, in order of decreasing importance,
are as follows: 1) government (including local schools, F.A.A., Alaska Railroad, 2)
transportation, communications and public utilities; 3) trade and 4) construction.
The order of importance of these sources of employment corresponds closely with
the Fairbanks labor area and the state as a whole. However, the seasonal fluctuation
in the Nenana area has been approximately 35-50%, compared to the state average
0f25%. ° ‘

Many residents of the study area are members of Doyon, Ltd., the regional native
corporation which represents more than 9,000 shareholders from 43 villages in
Interior Alaska.

Subsistence activities are an important part of the economy and local residents rely
heavily on the region’s fish, waterfowl], and game for food. Subsistence is also an
important part of the region’s Native cultural heritage and is critical in helping
stabilize a rapidly changing society.”

Government transfer payments play a major role in the area’s economy. Other
employmentinclude such part time jobs as firefighting, fur farming and retail trade.

Nenana’s economy reflects the community’s role as chief river port on the Tanana
River, and the only river barge/railroad port in Interior Alaska. Most bulk goods
shipped to communities on the Tanana and Upper Yukon Rivers in Alaska pass
through Nenana.

According to the 1980 Federal Decennial Census, the average family income in the
Nenana census area was $25,539.

As noted previously, Anderson’s economy is linked to civilian employment at the
Clear Air Force Station. Of the 44 square miles within the Anderson municipal
boundaries, nine are restricted to military use. Anderson hasbeen characterized by
residents as a “company town.” The U.S. Air Force employs slightly more than half
the labor force. The City employs between four and 21 individuals, depending on
the season. Many individuals have private home businesses dealing in personal
services, repair and maintenance service. Other job opportunities are found in
construction sectors within the region.

>
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Education
Nenana

As a home rule city, Nenana has its own fully accredited school district. In 1987, the
districtemployed 19 certified personnel. Typically, certified and classified positions
have nine or ten month contracts, except the superintendent, director of mainte-
nance and three custodians who are employed year-round.

In 1989, the Nenana City Schools had an enrollment of 117. 1

In 1988, the City contributed anin-kind contribution of approximately $43,056 to the
district’s $1.67 million budget. The City’s contribution was to increase during the
next two years until it reaches a level equivalent to four mills of local tax revenues

(approximately $66,062).12
Yukon Koyukuk Regional Educational Attendance Area

Minto and Manley Hot Springs school facilities are provided through the Yukon
Koyukuk Region REAA. Minto’s school (K-12) has an enrollment of 60, with six
certified personnel. The Manley Hot Springs School (K-9) has an enrollment of 12
and two certified personnel.

The Yukon Koyukuk REAA has its own independent, five-member school board
which provides policy direction for the district.

Railbelt REAA

The Railbelt REA A serves astudent population of 341. During the 1988-89 academic
year, itemployed 40 certified personnel. Districtschools arelocated in Anderson (K-
12), Clear (K-6), Cantwell (K-12) and Healy (K-12).

Community Services and Facilities
As population centers, both Nenana and Anderson offer many support services.
However, ready access to Fairbanks renders it relatively attractive and practical for

residents of the region to travel there for the purchase of certain categories of goods
and services.

Inaddition to basicfacilities, the City of Nenana operates a water and sewer utilities,
port facilities, library, police, fire protection and emergency medical services.

(72




( DENALI REGION

BOROUGH FEASIBILITY STUDY J N

Existing Government

Nenana is the only home rule city in the study area and has a mayor/council form
of government. Anderson is a second class city which also has a mayor/council
administrative structure. Manley is an unincorporated community with a tradi-
tional council. Local government in Minto is under the auspices of an IRA Council
incorporated in 1922. Cantwell, McKinley Park and Healy are also unincorporated
communities.

Services in the unincorporated communities of of Healy and McKinley Park have
historically been provided by non-profit community organizations.
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CHAPTER TWO

POTENTIAL EFFECTS OF BOROUGH FORMATION

Local Control

One of the most important factors determining the “feasibility” of any local govern-
ment is the need and desire of the residents for services provided by the local
government and their willingness to contribute to those services. This report is not
intended to reflect the level of regional support for or opposition to borough
formation. Instead, it is presented in the hope that it will prove useful to residents
of the region should they proceed with deliberations on the issue.

The framers of the Alaska Constitution designed the structure of Alaska municipal
government with a goal of ensuring maximum local self government. A structure
of municipal government with cities providing community-based local government
and boroughs providing regional municipal government was deemed the best
vehicle to achieve this goal. Borough government has the advantage of being able
to harness the human and economic resources of an entire region to provide those
governmental facilities and services needed or desired by its residents. A borough
government can be limited to the exercise of mandatory powers, (planning, educa-
tion and taxation) or it can undertake a virtually limitless range of government
services. In either case, the degree to which it evolves-is at the discretion of its
citizens.

Lacking a broad tax base, many city school districts in the unorganized borough,
such as Nenana, are experiencing serious fiscal strains. In addition, most cities
throughout Alaska are facing not only declining state aid, but also the added costs
of operating and maintaining public facilities constructed during the petro boom of
the early 1980’s. With therecent declinesinstate aid, cities across the state have been
compelled to reduce operating budgets, lay off city employees, reduce hours and
freeze salaries. Requirements for increased local contributions to education from
first class city school districts such as Nenana’s haveresulted in reduced funding for
the operation of schools and capital improvements. Under certain conditions,
formation of a borough in the study area could provide added mechanisms, such as
bonding capability, for addressing such problems at the local level.

Legal Regional Municipal Boundaries Established

Borough incorporation could help to ensure the jurisdictional integrity of the region.
Presently, the Unorganized Borough (including all of the territory in the study area)

Co)
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is subject to annexation to existing boroughs or inclusion within the boundaries of
newly formed boroughs based in adjacent regions. Formation of a borough in the
study area would establish legal regional boundaries. This would serve to ensure
that other existing or future boroughs could not easily tax or regulate resources
which might be viewed locally as being more appropriately reserved for the
residents of the study area.

Provision of Services Which Are No Longer Available

Boroughs present a realistic solution to a pervasive problem of waste disposal in
certain areas of the Unorganized Borough. In the 1960’s an informal arrangement
was started whereby the Alaska Department of Transportation began providing
and maintaining (without fee) waste receptacles and disposal sites in areas of the
state on the road system. With recent budget cuts, this activity was abruptly
stopped. There is no state agency currently authorized or funded for the activity.
However, residents have grown accustomed to the service and appear to continue
using thereceptacles. These sitesnow present a threat to the health and safety of area
residents.

Obviously, residents require waste disposal services. Provision of such basic
services is typically the responsibility of borough government.

Reduced Expenses for the City of Nenana

State law requires that a borough must assume responsibility for providing plan-
ning and education within two years of incorporation (Note: while the borough may
delegate planning powers to cities, this study assumes it willnot do so.) The transfer
of these functions from the City of Nenana would reduce that city’s operating
expenses.

Over the long-term, the transfer of education powers alone would result in a
projected annual savings to the City of Nenana of at least $66,062. Such savings
might allow the City of Nenana to reduce its tax rate or to provide other service or
facilities needed or desired by residents of the city.

Land Entitlement
A borough may select ten percent of the State lands which are classified as “vacant,
unappropriated and unreserved” (vuu). However, such entitlements may not

exceed 20 acres/resident.

The study area is entirely within the boundaries of the Tanana Basin Area Plan. A

Y (1) ),
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large portion of the vacant, unappropriated and unreserved land in the region were
classified “Resource Management” after September 1, 1983. As such, these lands
qualify as vuu lands. A dot grid was used for computing the projected municipal
entitlement.The Department of Natural Resources has estimated that a borough
formed in the study area could receive up to approximately 101,250 acres of State
land as its municipal land entitlement. However, on the basis of a projected
population of 2,997, a borough in the study area would find its selection limited to
59,940 acres (2,997 X 20 = 59, 940). ©

Changing Patterns of Public Policy

Formation of a borough would likely provide greater opportunities for residents to
influence and control development of public policy. With 87% of Alaskans residing
within boroughs, elected representatives of that majority population appear to be
bringing increasing pressure to alter funding mechanisms and other programs to
benefitincorporated regions. This circumstance is expected to develop further with
the prospective reduction in legislative influence of unincorporated regions which
is likely to follow the reapportionment of the State legislature in 1991.

The Alaska Local Boundary Commission, which evaluates and approves or rejects
petitions to initiate the process of borough formation, has adopted a policy state-
ment which examines several fundamental public policy questions relating to
borough formation. (The Statement on Borough Governmentin Alaska is appended
to this document as Attachment C.)

Promotion of Regional Policies on Economic Development

Borough formation in the region may enhance prospects for economicdevelopment,
if such development is desired by the region’s residents. A borough can provide
both a forum and a tool for the region’s residents on such matters as economic
development incentives, promotion of transportation systems and other regional
policy questions.

When aregion is organized as a borough, communities within that region can more
easily work together toward common goals. Obviously, communities that have
banded together are likely to be more successful in attaining policy goals than the
individual communities otherwise would be.

(11)
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More Efficient Structure

Incorporation of a borough would create a more efficient and less expensive
structure for delivering services. For example, all or portions of three separate
school districts would be consolidated into one district.

In addition, a borough could offer administrative assistance (e.g. financial account-
ing, capital project administration, etc.) to communities in the region. Such assis-
tance may not be readily available or affordable to the communities in the region
under the present circumstance.

Effects on Existing Government Services

As noted earlier, boroughs are required to undertake provision of three basic
powers, education, land use planning and tax collection and assessment. The
following summarizes the principal changes which would occur as a result of the
formation of a borough.

Consolidation of School Districts

Within two years of incorporation, the borough must assume responsibility for
education. The Railbelt REAA, a portion of the Yukon Koyukuk REAA and the City
of Nenana School Districts would be consolidated into one borough school district.
Allrights, powers, duties, assets and liabilities of the existing school districts would
be transferred to the new borough.

The existing school boards would be replaced by a borough school board and the
existing administrations would be consolidated into a single borough administra-
tion. '

Borough planning authority

Within two years of incorporation, a borough would assume authority for planning,
platting (subdivision regulations) and land use regulation. This does notnecessarily
mean that the borough would begin extensive and unwarranted regulation of lands
throughout its boundaries. A borough may delegate its planning authority for the
area within cities to those city governments.

ANCSA 14(Q)(3) planning in unincorporated communities would not change
significantly. ANCSA 14(C)(3) planning is part of the negotiation process between
the State Municipal Land Trustee (MLT) and the Appropriate Village Entity (such
as the traditional council) to determine which lands are needed for public purposes.

\ (12) Y,
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If aborough wereincorporated, negotiations between the MLT and the Appropriate
Village Entity would continue. The only change would be that the MLT is required
to consult with the borough when an unincorporated community is within a
borough.

Tax on Native Lands Could Occur Only Under Certain Conditions

Corporation Land: According to the State Assessor, all ANCSA designated corpo-
ration lands are tax exempt unless one of three conditions occurs. The first would
be that theland is “developed”. Thesecond would bethattheland isleased toa third
party. The third would be that the land is removed from the Alaska Land Bank.
Additionally, in the latter case, that land would be liable for the prior two and one-
half years’ taxes.

Native Allotments: Again, according to the State Assessor, the only condition under
which these lands would be taxed would be if they were conveyed in fee simple with
no restrictions.

City Taxing Authority

Cities within boroughs keep their authority to exercise duly acquired powers
regarding the levy of property, sales and use taxes. To the extent that a borough
would levy such taxes, it would be responsible for collecting the taxes and returning
them to the cities without charge.

No State Revenue Sharing For Unincorporated Communities

Unincorporated communities within a borough are not eligible to receive State
Revenue Sharing funds directly.

Even though those communities would no longer be directly entitled to state
revenue sharing monies subsequent to borough incorporation, the borough would
receive program funds on behalf of all residents of the borough. Those funds would
be used to support provision of services to area residents.

©
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In FY 88, the following unincorporated communities in the study area received
revenue sharing funds.

COMMUNITY ORGANIZATION AMOUNT
Tri Valley Community Library Ass. $13,879
Minto IRA Council 13,879
McKinley Park Community Club 13,879
Manley Hot Springs Community 13,879

In addition, the Anderson, Minto and Tri-Valley (Healy) Volunteer Fire Depart-
ments received $1,577, $1,786 and $5,558 respectively, during FY 88. These fire
departments would still be eligible to receive state revenue sharing if a borough
were to incorporate.

Borough Assumption of Services

Areas within and outside cities (or a combination of both) could form service areas
to pay for and deliver specific services (for example, fire protection, garbage
collection).

The service area concept offers unincorporated communities an alternative to city
government to address local service delivery needs.

Residents and officials of the region might ultimately choose to have the borough
take over certain discretionary functions presently being provided by other organi-
zations within the region. Examples of such services include emergency disaster,
garbage and solid waste collection, transportation, day care facilities, health care
and economic development.
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CHAPTER THREE
ASSEMBLY AND SCHOOL BOARD

When boroughs are incorporated, two bodies — the assembly and school board,
assume key roles in terms of borough policy development.

The legislative body of a borough is the assembly. It adopts the laws which govern
the borough. The school board oversees the operation of borough schools.

Concern over the potential for one community to dominate the assembly or school

board of a borough in the study area may exist. However, as noted below,

mechanisms exist to ensure that the assembly and school board are structured in a

manner which assures equitable distribution of power throughout the region.
BOROUGH ASSEMBLY

State law permits flexibility in the election of assembly members (i.e. number of
members, how members are elected, and what areas they represent).

Number of Members

State law does not provide for a specific limit to the size of the borough assembly.
However, the assembly should be small enough to be manageable, yet large enough
to provide a reasonable sense of representation. The 13 existing borough assemblies
in the state have between 5 and 16 members. Nearly half have 7 members.

Method of Election

Assembly members can be elected in four ways:

AT LARGE — Assembly candidates may live anywhere in the bor-
ough. Borough voters vote on all members of the assembly.

DISTRICT RESIDENT, VOTE AT LARGE — Assembly candidates
must live in particular districts representing segments of the popula-
tion of the borough, but all voters vote on all candidates.

DISTRICT RESIDENT, VOTE BY DISTRICT — Assembly candidates

mustliveina particular district. Only voters whoresidein thatdistrict
vote for the assembly member from that district.

(15
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COMBINED AT LARGE/DISTRICT — Assembly candidates are
elected by some combination of the above. For example, 4 of 7
members may be elected by districts and the remaining 3 may be
elected at large.

Apportionment by Districts

Election of assembly members by districts (apportionment) is the means to ensure
fair representation throughout the borough. There are numerous types of appor-
tionment plans that could be used so long as each meets the “one-man, one-vote”
concept associated with the equal representation clauses of the U.S. and State
Constitutions.

If districts are used, state and federal constitutional provisions require that each
district be equally represented. Ideally, each district would have an-equal popula-
tion (per assembly member). However, because this is hard to do, the courts have
held that deviations in district populations up to 10% of each other are legal.
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Following is one possible apportionment plan offered only as an example:

NUMBER POPULATION % VARIANCE FROM
OF TOTAL PER ASSEMBLY MEAN POP OF 428
DISTRICT MEMBERS POPULATION MEMBER ASSEMBLY MEMBER
1 2 849 4245 +0.8%
2 3 1,280 426.6 +0.3%
3 2 868 434.0 -1.4%
District I
Nenana 552
Minto 209

Manley Hot Springs 88
TOTALB849 = 2 seats (424.5) (+0.8%)

District II

Anderson 775
Cantwell 91

Healy 414
TOTAL1,280 = 3 (426.7) (+0.3%)
District ITT

Usibelli Mine 6
McKinley Park 65
Balance of Area 797

Total 868 = 2 (434.0) -14%

This example provides that Anderson or Nenana would not dominate the assembly.
Anderson, Cantwell and Healy would elect 3 members to the assembly. Usibelli
Mine area residents, McKinley Park and portions of the area outside of cities would
elect 2 members to the assembly. Nenana, Minto and Manley would elect 2
members. This example falls within the 10% allowed deviation.

SCHOOL BOARD

State law also allows a region flexibility in establishing the size of the school board
(see AS 14.12.030(d)). Like an assembly, a school board may be elected by districts
(see AS 29.20.300). Additionally the borough school district board can establish
advisory school boards to ensure representation from each community in the region
(see AS 14.12.035).

(17 ) W,
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CHAPTER FOUR
REVENUES

SOURCES OF REVENUE FROM STATE GOVERNMENT

Organizational Grants

To assist in beginning operations, the State of Alaska provides each new borough
with organizational grants. During the first year $300,000 is provided; $200,000 the
second year; and $100,000 in the third year. For example, if a borough were to
incorporate in July, 1989 (FY 90), the grants would be received as follows:

July 1989 — $300,000

July 1990 — $200,000
July 1991 — $100,000

Municipal Assistance

In calculating municipal assistance entitlement for the study area, the total popula-
tion of the study area is assumed to be 2,997 while the population outside of cities
within the study area is assumed tobe 1,670. This leads to an estimated entitlement,
based on current levels of funding, of $150,391.

State Revenue Sharing

Under minimum entitlement provisions, the program provides a minimum entitle-
ment of $25,000, plus a geographic cost-of-living adjustment (COLA).

The State Revenue Sharing (SRS) formula considers the amount of local tax effort in
determining the amount provided to municipal governments. The greater the local
tax effort, the greater the amount provided to a borough under the program. The
following provides an indication of how the amount of SRS which would be
disbursed to a borough government would increase as the local tax effort increased.

SRS PER YEAR* 4 mill _5mill 6 mill
$38,447 $48,059 $57,671

*Assumptions: 1) Population =2,997
2) No other locally generated revenues
3) No roads, health facilities, etc.
4) FY 89 appropriation level

(18 ) W,
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Asnoted previously, unincorporated communities within boroughs are noteligible
for state revenue sharing.

Education

As noted earlier, state law requires that municipal school districts (those operated
by boroughs and home rule/first class cities in the Unorganized Borough) provide
financial support to their schools. Therefore, the City of Nenana, a home rule city
in the Unorganized Borough, currently operates its own school district and helps to
support the cost of education.

Presently, state law requires the City of Nenana to contribute $66,062 in support of
education. Other communities in the study area are notrequired to support the cost
of education.

If aborough were to form, it would have two years to assume responsibility for those
schools in the study area presently operated by the City of Nenana, the Yukon
Koyukuk Region REAA and the Railbelt REAA. At that time, the borough would
have an obligation under state law to begin providing financial support for its
schools. The City of Nenana would then no longer have any such obligation.

The formula that determines the required contribution of boroughs to education is
as follows:

Foundation aid is equal to the basic need of the district minus required
local contributions and minus 90 percent of the federal aid received by
the district under Public Law 81-874.

The following scenario outlines what might typically be expected in terms of
transition from the current status to a system where education is being provided by
the borough. For the sake of discussion, it is assumed that a borough is formed in
July, 1989 and that it takes over all schools on July 1, 1991.

Education Revenues

Although situated under the heading of “State Revenues”, all sources of revenue for
education are considered in this segment of the report. These includelocal, state and
federal funds.

State law requires that municipal school districts (those operated by boroughs and

homerule or first class cities in the Unorganized Borough) provide financial support
to their schools. Nenana is the only home rule or first class city in the study area, so

_ C19) y,
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it is the only community which is currently required to help support the cost of
education. If a borough were to form, it would have two years to assume operation
of the schools presently run by the City of Nenana, the Railbelt REAA and those in
Minto and Manley Hot Springs (the latter two being operated by the Yukon-
Koyukuk REAA).

The following table provides a comparison of the level of State, federal and local
funding under the existing structure and under a borough.

REQUIRED LOCAL  DEDUCTIBLE

BASIC NEED CONTRIBUTION PL-874 STATE AID

Status Quo:

City of Nenana $1,680,000 $66,062 $0 $1,613,938
Railbelt REAA 3,058,800 0 40,384 3,018,416
Minto and Manley* 672,084 0 145,043 527.041
TOTAL $5,410,884 $66,062 $185,427 $5,159,395
Borough

First Year of

school operation $5,410,884 $0 $185,427 $5,225457
Second Year of

school operation $5,410,884 $53,634 $185,427 $5,171,823
Third Year of

school operation $5,410,884 $260,932 $185,427 $4,964,525
Fourth and

Succeeding Years $5,410,884 $320,438 $185,427 $4,905,019

* figures for the Minto and Manley Hot Springs are based on the student population of these
communities in relation to the student population of the entire Yukon-Koyukuk REAA (adjusted @
0.105 of REAA data).

Data for the preceding table were obtained from a Department of Education report
dated 12-27-88.

BASIC NEED - The amount is defined by the projected FY 90 basic need of the
existing school district.

REQUIRED LOCAL CONTRIBUTION - This is the amount required to be contrib-
uted by the municipality. The exact figure is defined by the State’s education
foundation formula. The formula, including amendments enacted into law by the
1989 legislature (Chapter 65, SLA 1989, eff. 7/1/89) is outlined in AppendixE of this

report.

DEDUCTIBLE PL-874 - This figure represents 90% of the district’s Federal PL-874
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funds which are subtracted from the district’s basic need in determining the level of
State aid. The remaining 10% of these funds ($20,603) may be applied against the
municipality’s required contribution to reduce the level of funds needed from other
sources. In the case of the borough, if it chose to apply 10% of its PL-874 funds,
approximately 6.4% of the required local contribution would be satisfied. This
would leave a balance of $299,835 to be supplied as the “local” contribution.

STATE AID - After deducting the above described amounts from the basic need
stated above, this is the amount the State of Alaska will give the school district to
support education.

Required Local Contribution

It is apparent that the borough’s required local contribution decreases the State’s
education assistance proportionately. During the first two years of operation of
schools by the borough, the required local contribution for the borough is actually
less than that which would have otherwise been required of the City of Nenana.

The following table displays the estimated types and amounts of revenues which
might be expected to be available to a borough school district in the study area.

POTENTIAL BOROUGH EDUCATION FUNDING SOURCES

AND AMOUNTS

Foundation Support (long term) $4,905,019
State Tuition (Nenana '88) 61416
Other State Revenue

(Nenana School District ‘88) 26,400

(Railbelt REAA “88) 0

(Y-KREAA ’88 - adj @ 0.105) 89,355
Deductible PL-874 185,427
PL-874 10% 20,603
Other Federal Revenue

(Nenana School District ‘88) 0

(Railbelt REAA "88) 0

(Y-KREAA ‘88 - adj @ 0.105) 7473
Local Contribution (long term) 320,438
District Interest Earnings

{Nenana School District ‘88) 18,674

(Railbelt REAA ’88) 54,793

(Y-KREAA ’88 - adj @ 0.105) 14,758
Other Local Revenue

{Nenana School District “88) 6,268

(Railbelt REAA ’88) 391

(Y-K REAA ’88 - adj @ 0.105) 1,250
TOTAL $5,712,265
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The figures on the previous page identify the basic financial resources which would
beavailable to theboroughschool district. However, there are a hostof special funds
which would also be available. Using FY 88 audited figures (Y-K REAA adjusted @
0.105) the following projections are shown as an indication of the special revenues
which might be received by a borough school district:

Local Special Revenues $127,427
State Pupil Transportation 221,007
Community Schools 4,896
Other State Special Revenues 92,863
Federal ECIA 76,307
Voc. Education 1,015
Handicapped Ed. Funds 33,998
Other Federal Aid 28,995
Food Service 63,751
Johnson O’'Malley 29,982
Indian Education 40,156
Fiduciary Funds 139,189
TOTAL $859,586

Sales Tax (General)

Subject to voter approval, general law boroughs are allowed to levy a sales tax not
exceeding 6% on sales or rents, and on services within the borough. Exemptions
may be granted by ordinance.

Cities can also levy sales taxes. Listed below are the most recent sales tax collection
data available for cities in the study area.

PER CAPITA
CITY REVENUES/RATE REVENUES PER 1%
Anderson $29,694 @ 6% $6.38
Nenana $73,753 @ 3% $44.53

Revenues raised through collection of city sales taxes in the study area can be used
as the basis for roughly estimating potential borough sales tax revenues. In FY '88,
the City of Nenana’s sales tax generated $73,753, equal to $24,584 per 1% of sales tax
levied or $44.53 per capita per 1% sales tax. In FY ‘88, the City of Anderson’s sales
tax generated $29,694, equal to $4,949 per 1% of sales tax levied or $6.38 per capita
per 1% sales tax. The average of $44.53 and $6.38 is $25.46. This figure, multiplied
by the population of the region, totals $76,303.62. On this basis, a general borough

(22) y,




( CHAPTER FOUR \

k REVENUES )

wide sales tax could be expected to generate less than $76,303 for each 1% of sales
tax levied. However, while these figuresmay be generally representative of thelevel
of revenues which could be generated by commercial activity in Anderson and
Nenana, they are probably less reliable indicators of potential general sales tax
revenues which would be generated by the other 1,670 residents of the study area.

For purposes of discussion, a conservative estimate of $50,000 from each one percent
of sales tax levied might been used in projecting revenues in this study. However,
since sales taxes are already levied in Anderson and Nenana, the addition of new
general sales taxes would presumably be one of the least preferred means to
generate local revenues likely to be examined by any regional government in the
study area. Therefore the revenue projections contained in this study do not
anticipate a general area wide general sales tax as a revenue source for the
hypothetical borough.

Bed Tax

A bed tax could constitute a significant revenue source for a borough in the study
area. According toaMay 5,1989 memorandum compiled by the Matanuska-Susitna
Borough Planning Department, there are currently three hotel facilities within the
National Park and Preserve (and a fourth, the Denali Mountain Lodge, is under
construction). Those currently in operation are the Denali National Park Hotel,
Camp Denali/North Face Lodge and the Kantishna Roadhouse.

According to the memorandum, the Denali National Park Hotel currently has 100
double occupancy rooms (2 double beds per room).

Camp Denali has 16 cabins and can accommodate up to 40 guests. The North Face
Lodge has 15 rooms and can host 34 guests. The Kantishna Roadhouse can
accommodate 36 guests.

According to the National Park Service, the Denali National Park Hotel had 22,101
overnight guests in 1988. Currently, guests are charged $103 per room for double
occupancy and $93 per room for single occupancy. Camp Denali/North Fact Lodge
charges approximately $100 per night for bed tax purposes, according to the
memorandum.

All public accommodation facilities within the Denali National Park and Preserve

operate seasonally. The Denali National Park Hotel normally opensinlate May and
remains open until mid-September.
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In the May 5 memorandum, the Matanuska Susitna Borough planning staff esti-
mates that annexation of the Denali Park and Preserve and the Healy-Cantwell area
would generate additional revenues of $370,000 to the borough from the borough’s
5 percent bed tax. Of this, $270,000 is projected to be derived from the Healy-
Cantwell area the remaining $100,000 is projected to be derived from accommoda-
tions in the Denali National Park and Preserve.

Demand for tourist accommodations in the area appears to be growing at an
impressive rate, as reflected by number of visitors to Denali National Park recorded
by the Park Service over the past sixteen years. Further, in the Denali State Park
Master Plan Update (prepared by Dowl Engineers for the Division of Parks and
issued in February, 1989), it is projected that the number of tourists visiting Alaska
will continue to increase at a rate of about 4% per year.

ANNUAL VISITATION
DENALI NATIONAL PARK AND PRESERVE
1973 - 1988
Year Total Recreation Visits
1973 137,418
1974 161,427
1975 160,600
1976 157,612
1977 170,031
1978 222,993
1979 251,105
1980 216,341
1981 256,593
1982 321,868
1983 346,082
1984 394,426
1985 432,542
1986 529,749
1987 575,013
1988 592,431

U.S. National Park Service figures as reflected in the 5/8/89 Matanuska-Susitna
Borough Planning Department Memorandum.
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Real and Personal Property Taxes

Property tax is a widely used mechanism to generate local revenues. It is estimated
that the value of taxable property in the study area is approximately $80,109,500 or
$26,730 per resident. With the average percapita full and true value of taxable
property statewide at $73,354 the per capita value of taxable property in the study
area is only about 36 percent of the statewide average. Nevertheless, a six mill
property tax in the study area could estimate an estimated $480,657 per year. A
property tax is relatively expensive to administer, however, since it requires the
development and maintenance of an assessment roll, involving examination of all
taxable property in the taxing jurisdiction.

Income from property taxes would notbe available to the borough until FY’91. Itis
estimated that first year cost of implementing a property tax, including develop-
ment of an initial assessment roll for the area, would total approximately $305,300.
It is also estimated that the cost of operating the assessor’s office would total
approximately $160,600 in subsequent years. In this report, the hypothetical
borough is assumed to incorporate in FY’90.
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The following illustrates the method used to estimate the value of taxable property

in the area.
Full Value Estimate
Denali Study Area

l. Population of region
(Estimate of region’s population
Excluding Nenana)

2. Number of privately owned parcels

3. Number of native owned parcels

4. Number of native owned parcels
which are estimated to be tax
exempt through restricted deed

5. Number of taxable parcels outside Nenana

6. Estimated value of privately
owned parcels in the region

7. Full value determination for
City of Nenana

8. Value of other taxable property
(Usibelli mine)

TOTAL FULL VALUE ESTIMATE:

(2

2,997
-552
(2,445)

2,445
X.3
733.5

733.5
x29.8%
218.6

218.6
x18.0%
39.3

733.5
-39.3
694.2

70,000.0

X 694.2

$48,594,000

$16,515,500

$15,000,000

$80,109,500
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User Fees

Depending on the kinds of services a borough would provide, the borough could
collect license, permit or user fees. If the borough assumed only the mandatory
powers of planning, education and tax administration, revenues from user fees
would be minimal.

Payments in Lieu of Taxes

The federal government provides “payment in lieu of taxes” (PILT) to qualified
borough governments on the basis of the amount of certain categories of land owned
by the United States Government within the boundaries of the borough. The
amount of these payments range from under $20,000 to nearly $1 million annually.
Under former law, Alaska boroughs formed after October 20, 1976 were not eligible
to receive “payment in lieu of taxes” (PILT) under 31 U.S.C. 6901(2). However,
Congress recently amended the legislation to provide such funding to the North-
west Arctic and Aleutians East Boroughs. Remedies to this problem for future
boroughs have been left to future congresses. Accordingly, it has been determined
not to speculate on this issue in this report. However, should residents of the study
area ever initiate a petition for borough formation, the prospects for amending the
law to provide that a borough in the study area receive PILT from the federal
government should be considered.

BOROUGH REVENUE SUMMARY

SOURCE FY 90 FY 91 Fy 92 93
Borough Property Tax - 480,657 480,657 480,657
@ 6 mills
5% Bed Tax 370,000 370,000 370,000 370,000
Municipal Assistance 150,400 150,400 150,400 150,400
State Revenue Sharing 38,500 57,671 57,671 57,671
Education Revenue* 0 0 5,712,265 5,658,631
Misc./User Fees 15,000 15,000 15,000 15,000
Organizational $300,000 $ 200,000 $ 100.000 0
Grants
TOTALS $873,900 $1,273,728 $6,885,993 $6,732,359

*Excluding local contribution
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CHAPTER FIVE
COSTS

It's often been said that “government spending will rise to the level of revenues
made available to it”. In other words, a bureaucracy will spend as much money as
it can. Most general statements such as this can be supported by numerous
examples. However, there are almost always exceptions tosuch general statements.

Alaska hasits share of municipal governments which support the maxim. Italsohas
its share of exceptions. Three such exceptions are found in the state’s most recently
formed boroughs — the Northwest Arctic Borough, Aleutians East and Lake and
Peninsula Boroughs.

In certain respects, the regions encompassed by the three newly formed boroughs
differ significantly from the study area. Each of them are much more remote than
the study area and rely heavily upon air transportation. As a consequence, the cost
of providing basic services to those regions is significantly higher than the cost of
providing similar services in the study area, where every community is accessible
by road. Therefore it should be possible for a borough in the study area to provide
a level of services equivalent to that provided by the Aleutians East, Northwest
Arctic and Lake and Peninsula Boroughs at a relatively lower cost.

Assumptions used to determine costs

In projecting costs, the following assumptions were used.

Theborough would only assume the mandatory powers of education,
planning and tax administration.

The borough would incorporate on July 1, 1989 (FY 90).

Since a borough in the study area would not likely enjoy financial
prosperity, salaries for borough employees would be based on a very
conservative pay scale.

The school administration would continue to use its existing office
facilities.

For the first two years, the borough would rent offices at $2.00/square

foot/month (including utilities) and each employee would require
100 square feet of office space.

)
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OPERATIONAL COSTS

Borough Assembly and Clerk

Initsfirst year, aborough assembly would face numerous tasks, including establish-
ing operating procedures, personnel rules, regulations and pay schedules, deter-
mining tax levies, approving contracts, adopting a budget, integrating the existing
school district and coastal resource service area operations into the new borough,
and approving appointments for various administrative posts.

The cost figures assume:

The assembly would consistof seven members — atleast five of whom
would livein or within commuting distance of Andersonand Nenana.

Assembly members would be compensated at a rate of $50/meeting,
plus $2,000 per year in benefits (e.g. retirement, health insurance).

Assembly meetings would be held in an existing publicspace (such as
a city hall or school facility) and will have a space rental fee of $150/
meeting.

Twelve meetings would be held during the first year of operation and
in subsequent years.

Travel costs are estimated at $1,000/meeting of the assembly. An
additional $2,000 is available for travel by representative(s) of the
assembly to other meetings.

Per diem costs would be $560/meeting (7 x 1.0 days x $80). An
additional $540 is available for per diem associated with other assem-
bly travel.
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ASSEMBLY BUDGET
(Cost in Thousands)

BUDGET CATEGORY Year 1 Year 2 Year 3
Personal Services
Assembly Compensation 6.2 6.2 6.2
Borough Clerk 30.0 30.0 30.0
Benefits (30%) + 9.0 9.0 9.0
Contractual Services
Travel 6.0 5.0 5.0
Per Diem 7.3 7.3 7.3
Rent and Utilities 4.2 42 42
Dues and Subscriptions 0.5 1.0 1.0
Printing/Publications . 3.0 3.0 3.0
Telephone and Postage 5.0 5.0 5.0
Audit 5.0 10.0 10.0
Other Expenses
Elections 75 5.0 5.0
Office Equipment 5.0 1.0 1.0
Office Supplies 15 2.0 20

Subtotal 90.2 88.7 88.7
Plus Contingency (10%)

TOTAL 99.2 97.6 97.6

(300

Year 4

6.2
30.0
9.0

5.0
7.3
4.2
1.0
3.0
5.0
10.0

5.0
1.0
20

88.7

97.6
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Mayor’s Office
The Mayor’s duties would include establishing administrative procedures and
regulations, recruiting key staff, conducting working relationships with state and
federal agencies and officials, initiating borough programs and policies, drafting
and submitting capital improvement and operational budgets, retaining contrac-
tual and consulting assistance, and serving as liaison between the assembly and
borough staff.
MAYOR’S BUDGET
(Cost in Thousands)

BUDGET CATEGORY Year 1 Year 2 Year 3 Year 4
Personal Services
Mayor 70.0 70.0 70.0 70.0
Secretary 6.0 13.6 13.6 13.6
Benefits (30%) 22.8 25.1 25.1 25.1
Contractual Services
Travel 6.0 6.0 6.0 6.0
Per Diem 20 2.0 2.0 2.0
Rent and Utilities 4.8 48 48 48
Bonding and Insurance 5.0 5.0 5.0 5.0
Printing/Publications 3.0 3.0 3.0 3.0
Telephone and Postage 3.0 6.0 6.0 6.0
Other Expenses
Office Equipment 3.0 1.0 1.0 1.0
Office Supplies 2.0 1.0 1.0 1.0

Subtotal 127.6 141.5 141.5 141.5
(10%) Contingency 12.8 142 142 142

TOTAL 140.4 155.7 155.7 155.7
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Attorney’s Office
Attorney services would be to provide counsel to the Assembly and Mayor on legal
matters. Legal assistance would also be needed toreview ordinances, contracts and
legislative proposals.

These projections assume a contract attorney would be retained.

ATTORNEY’S BUDGET
(Cost in Thousands)
' BUDGET CATEGORY  Year 1 Year 2 Year 3 Year 4
Contractual Services
Contract Attorney 20.0 15.0 15.0 15.0
Travel 25 1.5 1.5 15
Per Diem 5 _ A4 _ 4 _ 4
Subtotal 23.0 16.9 16.9 16.9
(10%) Contingency 23 17 1.7 17
TOTAL 25.3 18.6 18.6 18.6
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Property Tax Assessment
Implementation of a borough property tax would require establishment of an
assessor’s office. The borough assessor would create the tax assessment roll and
provide property assessments on an annual basis. Accordingly, salaries and costs
for the assessor’s office are figured on a part time basis after the initial year.
BUDGET CATEGORY Year 1 Year 2 Year 3 Year 4

Personal Services

Assessor 40.0 30.0 30.0 . 300
Secretary 15.0 15.0 15.0 15.0
Benefits (30%) 16.5 13.5 13.5 13.5

Con_tractual Services

Assessment roll dev. 75.0 48.5 48.5 48.5
Travel 5.0 4.0 4.0 4.0
Per Diem 4.0 2.0 2.0 2.0
Mapping 50.0
Title Work 25.0 5.0 5.0 5.0
Tax Roll Computerization  15.0 5.0 5.0 5.0
Rent and Utilities 5.0 3.0 3.0 3.0
Dues and Subscriptions 1.0 1.0 1.0 1.0
Printing/Publications 3.0 3.0 3.0 3.0
Telephone and Postage 3.0 3.0 3.0 3.0
Insurance and Bonding 5.0 5.0 5.0 5.0
Other Expenses
Office Equipment 10.0 3.0 1.0 1.0
Office Supplies 5.0 5.0 5.0 5.0
Subtotal 277.5 146.0 146. 146.0
Plus Contingency (10%) 27.8 14.6 14.6 14.6
TOTAL 305.3 160.6 160.6 160.6

Develo/pment of anassessmentrole for the Northwest Arctic Borough was estimated
at $316,000 by the Appraisal Company of Alaska. Consideration was given to the
following characteristics of the study area. These include that the study area has a

\_ ( 33)




/ CHAPTER FIVE \

K COSTS ) )

smaller population than the Northwest Arctic Borough, more convenient access to
most of the territory and that the City of Nenana already assesses a property tax and
thus has tax rolls already. On the basis of these considerations, it was determined
to roughly estimate that assessment roll development costs in the study area would
be somewhatless costly than similar efforts in the Northwest Arctic Borough region.

After developmentof the assessmentroll, much of the assessor’s work would consist
of updating the roll. For purposes of estimating the cost of the updates, it was
determined to base the assessment on the basis of 860 taxable parcels at approxi-
mately $56 per parcel, or $48,500.
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Finance Office

A finance office would establish bookkeeping and accounting systems, prepare
federal and State grant applications, property tax collection and revenue enforce-
ment, draft and review budget proposals, obtain insurance and bonding coverages,
and develop and implement a computerized data processing system.

Included in the cost estimates are insurance charges not specifically allocated to
other borough functions.

FINANCE BUDGET
(Cost in Thousands)

BUDGET CATEGORY  Year1 Year 2 Year 3 Year 4
Personal Services
Finance Officer 24.0 40.0 40.0 40.0
Secretary 12.0 24.0 24.0 24.0
Benefits (30%) 10.8 19.2 19.2 19.2
Contractual Services
Consulting Fees 5.0 3.0 3.0 3.0
Travel 5.0 5.0 5.0 5.0
Per Diem 2.0 2.0 2.0 2.0
Rent and Utilities 2.0 2.0 2.0 2.0
Dues and Subscriptions 1.0 1.0 1.0 1.0
Printing/Publications 1.0 1.0 1.0 1.0
Telephone and Postage 5.0 5.0 5.0 5.0
Insurance and Bonding 5.0 10.0 10.0 10.0
Other Expenses
Office Equipment 15.0 5.0 5.0 5.0
Office Supplies 5.0 5.0 5.0 5.0

Subtotal 94.0 122.2 122.2 122.2
Plus Contingency (10%)

TOTAL 104.0 134.4 134.4 134.4
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Planning Department/Planning Commission

Planning staff will be needed to implement the coastal management plan, conduct land planning,
develop any needed subdivision and land use regulations, and assist in the selection of borough

entitlement lands.

The estimates project the borough would assume planning powers one year after incorporation.

The planning commission will be a vital part of these planning functions. The cost estimates assume
there would be five commissioners (five within commuting distance of Nenana) receiving $50
compensation/meeting. The estimates assume the commission would meet four times during the
first six months and once a month thereafter and would hold two meetings/year outside Nenana.

The estimates assume clerical support would be provided by another borough office.

BUDGET CATEGORY

Personal Services

Planning Commission Meetings
(@5 x $50/w 20% vacancy)
Planner

Benefits (30%)

Contractual Services

Consulting Fees

Travel - staff

Per Diem - staff
Travel-Planning Commission
Per Diem-Planning Commission
Rent and Utilities

Dues and Subscriptions
Printing/Publications
Telephone and Postage
Insurance and Bonding

Other Expenses

Office Equipment
Office Supplies

Subtotal

Plus Contingency (10%)

TOTAL

PLANNING BUDGET
{Cost in Thousands)

Year1 Year 2
20 30

20.0 50.0
15.0 16.0
10.0 5.0

3.0 5.0

3.0 3.0

3.0 6.0

20 3.0

2.0 5.0

20 2.0

4.0 5.0

2.0 4.0

1.0 1.0

4.0 1.0

2.0 1.0

75.0 110.0
82.5 121.0

Year 3

3.0

52.0
16.0

5.0
50
3.0
6.0
3.0
5.0
2.0
5.0
4.0
1.0

1.0
1.0

110.0

121.0
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Education

The average cost of educating a student in Alaska during FY 88 was $6,588.
However, given the extreme diversity in the characteristics of the 55 school districts
in the state, that average is not very useful in attempting to estimate the cost of
educating students in the prospective borough. Indeed, in FY 88, the cost of
educating a student in Alaska ranged from a low of $4,917 in the Anchorage School
District to a high of $21,337 in the North Slope Borough.

Of course, regional cost-of-living differentials and economies of scale (efficiencies
associated with large vs. small operations) account for certain of the cost variations
in each of the school districts. However, other factors can have an impact on the cost
of education.

This report assumes that the cost of education in the study area will equal the
available education funds. These include the following:

Foundation Support (long term) $4,905,019
State Tuition (Nenana ’88) 61,416
Other State Revenue

(Nenana School District ’88) 26,400

(Railbelt REAA ’88) 0

(Y-KREAA ’88 - adj @ 0.105) 89,355
Deductible PL-874 185,427
PL-87410% 20,603
Other Federal Revenue

(Nenana School District “88) 0

(Railbelt REAA "88) 0

(Y-KREAA ’88 - adj @ 0.105) 7473
Local Contribution (long term) 320,438
District Interest Earnings

(Nenana School District '88) 18,674

(Railbelt REAA ’88) 54,793

(Y-KREAA ’88 - adj @ 0.105) 14,758
Other Local Revenue

(Nenana School District ’88) 6,268

(Railbelt REAA ’88) 391

(Y-KREAA ‘88 - adj @ 0.105) 1,250
TOTAL : $5,712,265

Based upon the above figures, it can be projected that the cost of providing education
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in the study area will be $5,712,265 annually. A budget of this amount will allow the
potential borough to spend $10,778 to educate each of its estimated 530 students.
That amount is 63.6% greater than the average spent on public education for each
student in Alaska during the most recently completed fiscal year.

Asnoted in the preceding chapter, there are a number of special funds beyond those
identified above which would also be available for education. Using FY 88 audited
figures (Y-K REAA adjusted) it was estimated that $859,586 in special funds might
be available each year for education. This would amount to an additional $1,622 per

student.

Capital and Debt Service Costs
Debt Service

All Railbelt REAA facilities would be transferred from the State without indebted-
ness. The City of Nenana School District has no outstanding bonded indebtedness.
Therefore, the city’s facilities and the Yukon-Koyukuk REAA facilities would be
transferred to the borough school district without cost.

BOROUGH COSTS SUMMARY

(Cost in Thousands)
BUDGET CATEGORY Year 1 Year 2 Year 3 Year 4
Borough Assembly 99.2 97.6 97.6 97.6
Mayor’s Office 140.4 155.7 155.7 155.7
Attorney 25.3 18.6 18.6 18.6
Assessor 305.3 160.6 160.6 160.6
Finance 104.0 1344 134.4 1344
Planning -0- 82.5 121.0 121.0
Education ~-0- =0- 5712.3 5712.3
TOTAL 674.2 649.4 6,400.2 6,400.2
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CHAPTER SIX-OTHER ISSUES

The study area is reaching a critical juncture with respect to determining the shape
which its future local and regional government will take. Without a doubt,
numerous configurations for borough governmentin the region could be examined.
Three regional government options are currently proposed or have been under
discussion recently. They are briefly described as follows:

1. Annexation of much of the area to the Matanuska-Susitna Borough
has been proposed. A petition to this effect has been filed with the De-
partment. The area proposed for annexation is indicated on the map
included as Attachment H.

2. Inclusion of the entire study area within the larger Tanana Chiefs Con-
ference Borough is under consideration. The study could lead to a
submission of a petition for incorporation of the entire Tanana Chief’s
Conference service area currently outside the boundaries of existing
boroughs.

3. In a letter commenting upon the draft feasbility study, the Armeda A.
Bulard, President, Community of Cantwell, Inc., a local non-profit
community organization, made the following statement. “The resi-
dents of this community took issue so strongly that they feel their only
recourse is the possibility of proposing their own borough that would
encompass the area from Cantwell to Rex Bridge or possibly Ander-
son.”

Given the existence of the other borough feasibility study effort, the petition for
annexation by the Matanuska-Susitna Borough and the local perspective offered by
the Community of Cantwell, it is important to view this document in context and
note that the boundaries discussed in this document are hypothetical in the strictest
sense of the word. The Department does not promote the study area boundaries
examined in this document or suggest that they are in any way “preferred”, “ideal”
or “suggested.”

Inlight of the petition for annexation of the area by the Matanuska-Susitna Borough,
it’s interesting to contrast the potential impacts of borough incorporation with the
likely impacts of annexation to an existing borough.

If the proposed annexation of much of the study area to the Matanuska-Susitna

Borough occurs, the tax burden which would be assumed by the area’s residents
could potentially far exceed, at least initially, the tax burden which would be
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probably be assumed under a new borough conforming to the study area bounda-
ries. Such factors will no doubt be contemplated by the Railbelt Borough Planning
Committee as it conducts deliberations regarding development of an incorporation
petition.

In response to a statewide pattern of intense interest in borough formation and
modification of the boundaries of existing boroughs, the Local Boundary Commis-
sion has temporarily halted action on borough boundary changes and incorpora-
tions. A copy of the Commission’s June 7, 1989 statement on the issue is included
with this document as Attachment G.
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CHAPTER SEVEN
CONCLUSIONS

The first draft of this study concluded that a borough in the study area might not be
financially viable. Among the comments received on the draft study were those of
the City of Nenana, suggesting that the draft “seems to neglect the revenues that
would be generated from a hotel bed tax in the Denali Park.” ©

A review of projections developed by the Matanuska-Susitna Borough Planning
Department revealed the surprising extent of the revenue generating potential of
tourism to a future borough in the study area.

For the borough to carry out the minimum functions required by law, levy of either
a bed tax, property tax or both would be necessary.

A tax or combination of taxes would be needed, particularly after the third year of
borough operation, to meet the required local contribution to education and to
provide even a basic level of borough services.

This study projects that with a 6 mill borough property tax and a 5% bed tax, a
borough in the study area would annually generate a fund surplus. These projec-
tions are as follows:

PROJECTED FUND BALANCE ($ in 000s)

FY 90 FY 91 FY 92 FY 93
Revenues $873.9 $1,273.7 $6,885.9 $6,732.3
Expenditures 674.2 649.4 6,400.2 6,400.2
Subtotal $199.7 $624.3 485.7 332.1
Carryover _ 0. $ 199.7 $_824.0 $1,309.7
Balance $199.7 $824.0 $1,309.7 $1,641.8

It is projected that during the first year of operation, a borough in the study area
would operate on a relatively small budget. The bulk of its revenues would be
derived from bed taxes and the organizational grant. Increased revenues could be
realized during the second year of operation, when a borough property tax could
begin to generate revenues. Surpluses could be used to supplement the budget
during succeeding years, in the event that revenues failed to equal expenditures,
additional services were needed by residents or to provide for capital improvements
or unanticipated needs.
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Itcould beargued that theregion, atleast to aminimal extent, meets most of the other
standards established by law for the formation of a borough. For instance;

The population of the region is nearly three times thatrequired by law.

There are a minimum of 7 communities in the region . . . the law
requires two.

The population of the region is reasonably stable. The area encom-
passes more than one entire REAA.

The degree to which the region is socially, culturally and economically interrelated
would require more intense analysis before a judgement could reasonably be made.

Whether boundaries of the study area conform generally to natural geography is
also a question which would merit further examination, should borough formation
be proposed.

Of course, itshould be keptinmind that the City of Nenana already levies a property
tax of 9.12 mills. It is also noteworthy that if the Matanuska-Susitna Borough is
successful in annexing the portion of the study area pursuant to the petition lodged
with the Local Boundary Commission on June 1, 1989, resultant tax rates upon the
annexed area would appear to be much higher than the rates discussed in this study.
Specifically, the Matanuska-Susitna Borough currently has an areawide mill levy of
9.2 and a non-areawide mill levy of 1.66 for a total mill areawide and non-areawide
levy of 10.86 mills. In addition, the Matanuska-Susitna Borough imposes a five
percent bed tax.

Of course, the fundamental factors determining the “feasibility” of any local
governmentinvolve the need and desire of theresidents for services provided by the
local government and their willingness to contribute support for those services. This
report is not intended to reflect the level of regional support for or opposition to
borough formation. Instead, it is presented in the hope that it will prove useful to
residents of the region should they proceed with deliberations on the issue.

~
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FOOTNOTES

Community Facilities Summaries for Interior Communities Outside the
Fairbanks North Star Borough; Fairbanks Town and Village Association for
Development, Incorporated, 1/79

Anderson Land Use Plan, City of Anderson, 1984

Hines & Hage, Inc., 3/8/88 letter of opinion regarding appraisal of the
Usibelli Coal Mine, Inc, shop/office building in Healy

May 26, 1989 memorandum “Property Valuation Estimate for Denali Na-
tional Park/Preserve and areas to the east proposed to be annexed to the
Matanuska-Susitna Borough” from Gary Lewis, Matanuska-Susitna Bor-
ough Assessor to John Duffy, Borough Planning Director

See footnote 1

See footnote 1

Correspondence 7/26/88 to Gene Kane from Greg Williams, state demogra-
pher. Population figures were compiled on the basis of information provided
by the State Demographer and State Revenue Sharing records

See footnote 1

Nenana Totchaket Management Plan, Alaska Department of Natural Re-
sources, Division of Land and Water Management

Modern Foragers: Wild Resource Use in Nenana Village, Alaska by Anne
Shinkwin and Martha Case, Technical Paper Number91, Alaska Department
of Fish and Game, Division of Subsistence Technical Paper Series
Directory of Alaska Schools, Alaska Department of Education, 1987

AS 14.17.025

AS 29.65

Alaska Taxable, 1987

1/23/89 letter from Nenana City Administrator, to Gene Kane, DCRA
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ATTACHMENT C

STATE OF ALASKA
LOCAL BOUNDARY COMMISSION

949 EAST 36TH AVENUE, SUITE 405, ANCHORAGE, ALASKA 99508
TELEPHONE 561-8586

C.B. BETTISWORTH, CHAIRPERSON
JO ANDERSON, 1ST JUDICIAL DISTRICT
BEN NAGEAK, 2ND JUDICIAL DISTRICT
LAMAR COTTEN, 3RD JUDICIAL DISTRICT
SHELLEY DUGAN, VICE-CHAIRPERSON, 4TH JUDICIAL DISTRICT

The Local Boundary Commission (LBC) was established
under Alaska’s Constitution to deal with certain critical
local government matters. Its constitutional and statutory
dutiesincludemaking studies of local government boundary
problems and judging proposals for borough incorporation
and annexation. The LBC consists of five members ap-

cies and other boards.

Duetoasubstantial increasein interest concerning borough
government, conflicts over regional jurisdiction have begun
to surface in several areas of the state (e.g. annexation by
existing boroughs vs. incorporation of new boroughs). The
LBCfeels that dealing with suchmatters ona piecemeal basis
is neither efficient nor effective. Therefore, the LBC has
developed this statement in an effort to generate discussion
among citizens of the state, policy makers and lawmakers
concerning future regional service delivery in Alaska. This
statement was formally adopted by the LBC on December 2,
198s.

: INTRODUCTION

The structure for the delivery of regional services in
Alaska is in need of improvement. It can be argued
that the evolution of regional government over the
past thirty years appears to have fallen short of the
intent of the State Constitution. The present system for
the delivery of regional services is inequitable and, in
somerespects, inefficient. While thereisa strong need
to change the system in order to improve the delivery
of local government services to all Alaskans, substan-
tial barriers stand in the way.

CONSTITUTIONAL INTENT FOR THE
FORMATION OF BOROUGHS!

The State Constitution provides the framework for
borough governments. Article X, Section 3 of the
Constitution provides that “The entire state shall be

L

STATEMENT ON BOROUGH GOVERNMENT IN ALASKA

pointed by the Governor. It is independent of all State agen-

divided into boroughs, organized or unorganized.”
Senator Vic Fischer, a member of the Committee on
Local Government at the Constitutional Convention,
wrote that the initial principles set forth by the Com-
mittee included the guideline that “provision should be
made for subdividing all Alaska into local units (boroughs)
based on economic, geographic, social, and political factors;
initially not all need be organized" (emphasis added) 2

It was clearly the position of the Local Government
Committee that “although voluntary incorporation was
preferable, organized boroughs should be created without
approval in the avea if considered necessary by the state.”
Further, the Committee believed that “the state may
want to mandate incorporation if an area is deemed to have
reached a position where ‘it should take on the burden of its
own government’."

INTENT VS. IMPLEMENTATION

During the first four years of statehood, only one
borough had formed. The area encompassed by that
borough was a mere 873 of Alaska’s 586,400 square
miles. By 1963, the need for the creation of boroughs
in other areas of the state became so apparent that the
Legislature was willing to adopt “one of the most contro-
versial statutes ever passed by an Alaskan legislature” —
the Mandatory Borough Act.* This act required the
formation of boroughs in the regions encompassing
Ketchikan, Juneau, Sitka, Kodiak, the Kenai Penin-
sula, Anchorage, the Matanuska and Susitna Valleys,
and Fairbanks.

Presumably, boroughs were mandated for those re-
gions because, in the words of the Local Government
Committee, they were “considered necessary by the
state” and each area was “deemed to have reached a
position where it should take on the burden of its own gov-
ernment.”

y
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Following the Mandatory Borough Act, only four
more boroughs were formed. Today, more than 30
years after Alaskans ratified the State Constitution,
only one-third of the state lies within boroughs.

THE PRESENT SYSTEM OF
GOVERNMENT IS INEQUITABLE

Flawsin the present system become apparent whenan
examination is made of who bears the burden of pro-
viding municipal services. Boroughs are obligated by
law to provide certain services, including education.
Education is the largest expenditure of virtually every
borough. The budgets of some boroughs dedicate as
much as 90% or more of their total revenues for educa-
tion.

Residents of municipal school districts will contribute
more than $125 million statewide to support the opera-
tion of their schools during this year.® Substantiai ad-
ditional local funds will be spent on debt service for
capital improvements to educational facilities in mu-
nicipal school districts.

However, those who live outside municipal school
districts pay no taxesin support of school operations or
capital construction. Asaconsequence, the Statehas to
provide substantially higher financial aid to the non-
municipal school districts. In fact, 25% of the total State
aid for operation of schools is dedicated to non-mu-
nicipal school districts. The student population of
these districts equals 12.7% of the total student popu-
lation in the state.®

Ironically, one of the principal factors leading to the
1963 Mandatory Borough Act was the desire to “pro-
vide for tax equalization.” Representative John L. Rader,
the author of the Act, noted that, “if tax equalization was
to be meaningful, it could not be piecemeal. Mandatory in-
corporation of boroughs would be necessary in all areas
which could feasibly be included within a borough and
which did not incorporate on local initiative”” (emphasis
added).

While education funding epitomizes the inequities in
the current structure, it alone is not the only disparity.
Similar concerns can be expressed over public safety,
maintenance of transportation facilities, public plan-
ningand other services. There are a number of regions
in Alaska where no taxes are levied in support of
public services.

THE DISTRIBUTION OF
RESOURCES IS INEQUITABLE

A recent study by the Department of Community and
Regional Affairs noted vast inequities in the resources
available to supportexistingand potential boroughsin
thestate. Nowhereis this moreevident thanin thearea
of property available for taxation. On the prosperous
end of the spectrum, one borough in Alaska enjoys a
property taxbaseequal to $11,024,197 per student. The
tax base of the borough on the other end of the spec-
trum is less than 2% of that figure ($143,583 per stu-
dent).

Like boroughs, some unincorporated regions of the
state have substantial resources and some have few.
For example, one unincorporated region has a poten-
tial tax base amounting to $2,654,954 per student.? A
number of other unincorporated regions of the state
have so little in the way of resources, that there is
virtually no potential that any borough could be
formed under the present structure. However, property
valuesare not the only measure of a region's ability to
support a borough. A number of regions may have
limited property values but contain substantial re-
sources (e.g. fish and timber) which could serve as a
means to support a borough. The disparities in re-
source distribution are a major impediment to the for-
mation of boroughs in several regions throughout
Alaska.

STATE FINANCIAL AID PROGRAMS
NEED MODIFICATION

Some of the State’s most important municipal financial
aid programs (e.g. school foundation formula, munici-
pal assistance, state revenue sharing and state-shared
fisheries taxes) have traits which warrant examina-
tion.

The inequity of the school foundation formula with
respect to unincorporated regions vs. municipal
school districts was discussed earlier. However, there
areothersignificantinequitiesin that program. For ex-
ample, municipal school districts are required to con-
tribute to their schools, the lesser of: 1) the equivalent
of a 4 mill property tax or 2) 35% of a level of “basic
need” calculated by the State. Thirty-one of the state’s
thirty-three municipal school districts fall under the
requirement to contribute the 4 mill equivalent. How-
ever, the other two fall under the optional provision.?
Both of these municipalities enjoy relatively high
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property values. Inone case, the law requires that the
borough contribute a millage rate equivalent of only
0.33 mills in support of education. This is only one-
twelfth of the amount required for the 31 other municipal
school districts. Elimination of this inequity would save
the State in excess of $10 million annually.!

Inequities are found in programs other than those
relating to education. The Municipal Assistance Pro-
gram has elements which are not only inequitable, but
extremely arbitrary. Under that program, a borough
formed after June, 1977 with a population outside of
cities ranging from 2,207 to 4,097 would receive vastly
greater aid over what it would receiveifits population
were either higher or lower by even one person. Thus,
a new borough with a population of 2,207 would
receive nearly $1.4 million in annual program funds
while a borough with a population of 2,206 would re-
ceive less than $200,000 in annual payments.

Policy concerns abound with respect to factors used in
the State Revenue Sharing Program (e.g. population
and local tax effort determinations). Concerns over
perceived inequities in this program have led to court
challenges in the past.

The structure of the State-shared fisheries tax program
actually serves as a substantial disincentive to the
formation of boroughs in certain areas of the state.
Under the presentlaw, some cities outside of boroughs
would lose several hundredsof thousands of dollarsin
annual program payments if their regions incorpo-
rated.

SOME BOROUGH BOUNDARIES
ARE NOT REASONABLE

Some of today’s boroughs have boundaries which
present unique problems for efficient delivery of re-
gional services. An interesting example of this is the
Haines Borough. Klukwan, which is located well
within the borders of the borough, exists asa “jurisdic-
tional hole” in the borough. Educational services in
Klukwan are not provided by the borough, but by the
State operated Chatham Regional Educational Atten-
dance Area (REAA). The seat of the school district is
located in Angoon, a community approximately 170
air miles distant. Itis apparent that a more reasonable
approach to serving Klukwan’s education needs
would likely be through the borough surrounding it.

It should also be noted that the boundaries of four of
the eight boroughs formed pursuant to the mandatory

N
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Borough Act were not originally set according to stan-
dards used today. Rather, those boroughs had their
boundaries set along State election district lines. The
LBC substantially modified the boundaries of one of
those boroughs upon petition shortly after incorpora-
tion. However, the boundaries of the remaining three
boroughs are substantially unchanged.!! Their bor-
ders would not necessarily meet today’s standards for
the formation of boroughs. Boundaries of other bor-
oughs in the state have not necessarily kept pace with
development within their regions.

CURRENT STRUCTURE IS INEFFICIENT

The present configuration of school districts sur-
rounded by other school districts is one example of the
inefficiencies of the current structure. Regardless of
the size of each district (which can be either an REAA,
a first class/home rule city in thé unorganized bor-
ough, or a borough) each maintains independent
administrative structures. Establishing boroughs
throughout the state would consolidate many of the
smaller school districts and produce millions of dollars
in savings throughout the state. The most dramatic
example of this can be found in Southeast Alaska. If a
borough were formed along the lines of the Southeast
Island REAA (including Metlakatla), eight separate
school districts would be consolidated into one. It is
projected that savings from reduced administrative
costs from this one consideration alone would total
$1,400,000.%

BARRIERS TO CHANGE

Unless there are overwhelming advantages to entice
residents of a region to form a borough, it seems clear
that if most Alaskans were given a choice, they would
prefer to remain outside any regional government.
Before the mandatory creation of their borough, resi-
dents of Anchorage rejected a proposal to incorporate
by a margin of more than 3 to 1. Residents of Fairbanks
also rejected a voluntary borough by a margin of
nearly 3 to 2.1% Itis even more telling that today nearly
96% of borough residents live in boroughs which were
formed under the Mandatory Borough Act.

CONCLUSION AND
RECOMMENDATIONS

The LBC has formed the following conclusions:
*  Because of the disparity of re-
sources and problems with current
State aid programs, a comprehen-
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sive evaluation of formulas for
State aid to municipalities and re-
lated matters is warranted.

*  Itislikely that there are unincorpo-
rated regions of the state which are
presently able to support borough
government. A restructuring of
funding programs could likely ex-
tend financial viability for borough
formation to all regions of the state.

*  The concept of home rule boroughs
seems to offer the greatest opportu-
nity for residents of a region to tai-
lor the form of government to best
meet their needs. Under home rule,
residents of each new borough
would adopt a charter
(constitution) establishing the
powers and duties of the borough.
State law requires only thata home
rule borough provide areawide
education and planning (as well as
tax assessment and collection, if
necessary).

*  Fewregions of the statearelikely to
seek formation of boroughs
through the local initiative process.

*  Thereisa need to re-examine exist-
ing borough boundaries.

Therefore, the LBC recommends that the legislature
carefully consider the circumstances discussed in this
statement and examine alternative means to deal with
the issues raised. Although there may be several
others, the following alternatives would seem appro-
priate for consideration: 1) identifying and eliminat-
ing disincentives for the formation of boroughs, 2)
revising State laws and programs to provide greater
equity in the distribution of financial aid to municipali-
ties, 3) providing for the incorporation of boroughs
only in those areas which are presently financially vi-
able and which otherwise meet the standards for bor-
ough formation and 4) providing for the formation of
boroughs in all parts of the state, coupled with a
mechanism to ensure that all boroughs created in this
fashion are financially viable.

~N

These recommendations of the LBC have not been
made lightly. Itisrecognized that any proposal to
change the status quo is certain to generate intense
opposition. Further, itisrecognized that theissues
and problems identified in this statement will not
be resolved overnight and will require the com-
mitment of substantial resources. Nonetheless,
this statement is issued as a good faith attempt to
carry out the constitutional and statutory duties of
the LBCand to seek improvements in the delivery
of regional services throughout the state.

While this statement has focused largely on prob-
lems concerning the current structure, readers are
encouraged to consider the positive aspects of the
issue. The creation of boroughs throughout the
state would provide residents with a meaningful
responsibility and interest in the development of
each region. Boroughs offer effective tools to deal
with a number of the social problems affecting
many parts of Alaska (e.g. alcohol control and
mental health).

Further, by improving economies of scale, a bor-
ough may be able to offer vast improvements in
the delivery of services within a region. Improve-
ments to the structure of service delivery will
become even more critical as State funds available
for public services continue to shrink.

FOOTNOTES

1 As used in this statement, the term “bor-
ough” means organized boroughs and unified
municipalities.

2 Victor Fischer, Alaska’s Constitutional
Convention (Fairbanks: University of Alaska
Press, 1975) p. 119.

3 Ibid, p. 120.

4 Ronald C. Cease and Jerome R. Saroff, The
Metropolitan Experiment in Alaska - A study of
Borough Government (New York: Frederick A.
Praeger, Publisher, 1968) p. 32.

5 Department of Education, Alaska Public

School Foundation Funding Program (March 21,
1988), p. 1.
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é Ibid, pp. 1 & 3 (proposed FY 89 State aid to
REAA schools is $110,224,629 of the total of
$442,643,697); (projected FY 89 average daily member-
ship for REAA schools is 12,826.55 while projected
average daily membership for total schools is
100,904.05).

7 Cease and Saroff, p. 94 (see also pp. 87-89, 93,
117).

: Department of Community and Regional Af-
fairs, Regional Government Study (Anchorage; Janu-
ary, 1988) p. 28. See also, pp. 4 - 7 for a discussion of
disparities in the distribution of other resources
within boroughs and unincorporated regions.

9 Technically, a third municipal school district
falls under the 35% rule, however, the difference be-
tween its required contribution and the 4 mill equiva-
lentis a mere $3,011. In fact, its required contribution
is the equivalent of a 3.999228 mill tax. Thus, in effect,
it is paying a 4 mill equivalent.

10 By requiring each municipal school district to
contribute the lesser of: 1) a 4 mill equivalent or 2)
“basic need” less federal aid (deductible PL-874), a
savingsof $10,234,157 would resultin the current year.
Such a requirement would still have the districts with
large tax bases paying far less than a 4 mill equivalent
(0.95 mills in one case and 2.42 mills in the other case).
Itis believed that this change in the formula could be
made without violating federal equalization require-
ments relating to local support of schools.

u The boundaries of the Fairbanks North Star
Borough originally included some 23,110 square
miles. Two days after the borough was incorporated
under the Mandatory Borough Act, the LBC approved
the detachment of some 17,082 square miles to the
southand theannexation of some 1,333 squaremilesto
the west. Theboundaries of the Kenai, Anchorage and
Matanuska-Susitna boroughs remain largely un-
changed from those established 25 years ago.

12 See Table C.4 of A New Mandatorv Borough
Act: Local Education Costs and Potential Revenues of
Newly Created Boroughs by House Research Agency
of the Alaska State Legislature, February, 1988.

13 Cease and Saroff, p. 30.

(The following page is a map of Alaska showing
which regions of the State are incorporated and
which are not.)
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EDUCATION FOUNDATION FORMULA:
LOCAL CONTRIBUTION

The BASIC NEED, REQUIRED LOCAL CONTRIBUTION and DEDUCTIBLE PL -
874 figures were taken from the Department of Education report prepared 12/27/
88 for estimated FY’'89.

Local Contribution

The LOCAL CONTRIBUTION figures for borough status were prepared by the
Department based on the education foundation formula. That portion of the
formula as interpreted by the Department of Education is outlined below.

1ST YEAR OF OPERATION OF SCHOOLS BY BOROUGH
No local contribution is required.

2ND YEAR OF OPERATION OF SCHOOLS BY BOROUGH
THE LESSER OF A, B OR C BELOW:

A.  35% of the basic need in the former first class/home rule city school
district(s) in the borough; or

B. The equivalent of a four mill tax levy on the full and true value of
taxable property in the first class/home rule cities in the borough on
January 1 of the second preceding fiscal year; or

C. The greater of 1 or 2 below:

1. Thepreviousfiscal year’s local contribution, if any, to the new bor-
ough school district (excluding required contributions made by
- the former city school districts); or

2. Thesumof theequivalent of a twomill taxlevy on the full and true
value of taxable property in the first class /home rule cities within
the borough as of the second preceding fiscal year PLUS10% of the
current year eligible PL-874 funds received by any school district
on behalf of children now residing within the borough.

Cs) J
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3RD YEAR OF OPERATION OF SCHOOLS BY BOROUGH
THE LESSER OF A, B OR C BELOW:

A.  35% of the basic need of the borough school district for the preceding
fiscal year.

B. The equivalent of a four mill tax levy on the full and true value of
taxable property in the entire borough on January 1 of the second
preceding fiscal year; or

C. The greater of 1 or 2 below:

1. The previous fiscal year’s local contribution to the new borough
school district; or

2. The sum of the equivalent of a three mill tax levy on the full and
true value of taxable property in the entire borough as of the
second preceding fiscal year PLUS 10% of the current year eligible
PL-874 funds received by any school district on behalf of children
now residing within the borough.

4TH YEAR AND THEREAFTER

The LESSER OF A OR B BELOW:
A.  35% of the borough’s basic need for the preceding fiscal year; or
B. The equivalent of a four mill tax levy on the full and true value of

taxable property in the borough on January 1 of the second preceding
fiscal year.
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WHEREAS,
WHEREAS,
WHEREAs;
WHEREAS,

WHEREAS

s

MEMORANDUM OF AGREEMENT
. . between the
DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS
and
THE TANANA CHIEFS CONFERENCE, INC,

-

the Tanana Chiefs Conference, Inc. (T.C.C.) is the
regional native non-profit corporation serving the
interior of Alaska, and

the Department of Community and Regional Affairs
{Department) provides technical assistance on local
government matters throughout the State, and

the Department recently completed éraft >studies of
proposed boroughs in the T.C.C. region organized along
Regional Educational Attendance Area lines, and o

T.C.C. believes that such boroughs are not viable, and
is studying an alternative proposal to organize the
entire region into a single borough, and

T.C.C. and the Department desire to cooperate in the
study of regional government alternatives within the
T.C.C. region,

NOW THEREFORE, T.C.C. and the Department hereby enter into this
Memorandum of Agreement to coordinate study efforts as follows.

1.

2.

T.C.C. will develop a projected design matrix composed
of no more than three scenerios which shall specify
borough classification, proposed boundaries, tax
alternatives and service level alternatives . and
transmit the design matrix to the Department by
March 31, 1989. .

The Department and T.C.C. shall develop a data base
for estimating the taxable property located within the
projected boundaries identified in the design matrix.
Where full value determinations have been made by the
State Assessor for a community's tax base, such
figures shall be used. In projecting tax base
valuation estimates for property whose tax value has
not been determined by the State Assessor, the T.C.C.
and Department shall jointly conduct a study of the
tax status of property located in no more than four
communities Jjointly agreed to by the department and
TCC. Data revealed by these specific studies shall be
used to estimate the taxable value of like situated
communities throughout the region.
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3. By April 15, 1989 the Department and T.C.C. shall
develop a population data base for the each of the
projected boundaries in the design matrix based upon
the latest available demographic data including thatof
the department, estimates of the state demographer in
the department of labor and the number of applicants
for the Alaska Permanent Fund Dividend Program.

4. By September 1, 1989 the Department shall analyze the
various scenarios within the design matrix and for
each scenario develop:

a) revenue forecasts for the first 10 years commencing in
1991 which specify high/low projections, using various
tax systems in use by other municipalities and such
other revenues which may be available to the region.

b) cost of service projections for the first Five years
of existance based upon actual costs of service
provided by other boroughs of similar size and
population. Such estimates shall be based only upon
the mandatory powers of a borough and shall take into
account geographic cost of service differences.

5. By September 1, 1989 T.C.C. shall prepare cost of
service projections for the first five years of
existance for any services beyond the mandatory powers
of a borough that are identified in the original study
design matrix.

6. By September 15, 1989 TCC shall prepare an analysis of
the region, using the boundaries defined in the
earlier -scenarios, as compared to the standards for
incorporation of boroughs,

7. Upon completion of the above steps T.C.C. shall
assemble a draft report to the region. The report
shall not contain a recommendation. Following the
conduct of no less than two hearings in each of
T.C.C.'s sub-regions held to solicit public comment on
the draft report T.C.C. shall finalize, print and
distribute the report throughout the region. The
final report shall contain a summary of the comments
presented at the public hearings.
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8. Between September 20, 1989 and November 30, 1989
T.C.C. and the Department will conduct informational
hearings throughout the region to gather comments on
the study and past studies.

9. By December 30, 1989 T.C.C. shall inform the
Department of its intent regarding borough formation
in the region based upon regional response to the
report. . . - - .

10. The parties agree that the dates identified in this
MOA are the best estimates at this point in time but
that available resources and other unforseeable
activities could - result in time delays. This
agreement shall be subject .to the available budget
resources of T.C.C, and the Department.

1l. Upon completion of the design matrix copies of this
MOA shall be sent to all municipalities and REAAs in
and adjoining the territory identified in the matrix.
The agreement shall be accompanied by a letter
inviting those organizations comments on the proposed
boroughs.

12. The project leaders for the agencies shall be as
follows: T.C.C. Michael Walleri
DCRA Marty Rutherford

Dated this /_é 2R qay of Mar 1989

!
TANANA CHIEFS CONFERENCE, INC. DEPARTMENT os'/,cogmu IITY
' Fphz
y/

: AND }B;;oyt_ A i IHS
J )?‘
by m by /i %/«/m
President Gommissioﬁﬁy
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PRESS RELEASE
Alaska Local Boundary Commission
949 E. 36th Ave., Suite 405
Anchorage, AK 99508
June 7, 1989

HOLD PLACED ON BOROUGH ANNEXATIONS
AND INCORPORATIONS

The Alaska Local Boundary Commission announced on Wednesday that it will post-
pone consideration of pending proposals for all borough annexations and incorpora-
tions. The action will affect annexation proposals from Juneau, Fairbanks and the
Matanuska-Susitna Borough. Proposals being discussed to form boroughs in at least
two unincorporated regions in an effort to avoid being annexed will also be affected.

On June 1, Juneau submitted a petition to annex a 140 square mile portion of Admiralty
Island and adjacent waters. The area includes the Greens Creek mine, valued at an
estimated $62 million. Formation of a separate borough encompassing the mine has
been under study since February, 1988. Meanwhile, officials in Angoon and Hoonah
have independently expressed intent to proceed with petitions for borough incorpora-
tion of the area encompassing the Greens Creek mine.

On June 1, the Matanuska-Susitna Borough also submitted a proposal for the annexa-
tion of nearly 10,000 square miles. The area would take in that portion of the Denali
National Park which lies outside the borough boundaries, as well as an estimated 1,000
residents from Cantwell to Healy. Residents in the area have formally expressed their
intent to form a separate borough.

On May 30, Fairbanks submitted its petition for the annexation of pump station #7 of
the trans-Alaska oil pipeline, valued at nearly $170 million. The proposed 216 square
mile annexation is virtually identical to one rejected by the legislaturein a close vote last
year.

Like Juneau, the areas proposed for annexation by Mat-Su and Fairbanks are also the
subject of borough incorporation studies which began before the annexation proposals
were submitted. The area proposed for annexation to the Mat-Su Borough is actually
the subject of two studies. The first of these, to be completed this month, encompasses
a 13,520 square mile area from Cantwell past Nenana. The second study, which will be
completed in December, encompasses the huge Tanana Chiefs Conference Region com-
prising some 186,000 square miles. The area proposed for annexation to Fairbanks is
included in the same Tanana Chiefs Conference Region study.

_ Cs7) y,
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The action taken by the Commission will delay consideration of the annexation and
incorporation proposals for about one year. During this time, the Commission will
develop a boundary guideline map which identifies “ideal boundaries for existing and
potential future boroughs throughout Alaska”. The map will then be used as a guide
in judging these and all future borough incorporation and annexation proposals.

Commission Chairman C.B. Bettisworth apologized for the delay caused by the
decision to develop the boundary guideline map, but maintained that the action was in
the best interests of all parties. Bettisworth noted that “the map will be a critical tool in
making the best possible decisions concerning such matters.”

Bettisworth noted further that interest in forming new boroughs and expanding the
boundaries of existing boroughs has reached unprecedented proportions. Decisions
maderegarding these matters will affecta number of potentially conflicting interests for
a long time to come. Therefore, it is essential that due consideration be given to the
matter.

Bettisworth stressed, however, that the action taken by the Commission does not affect
deadlines established by law for the submission of competing petitions. To preserve the
right that a borough incorporation petition may be considered concurrently with a
competing annexation petition, the competing proposal must be submitted within 150
days of the date that the original petition was submitted.

The Commission also stressed that the public and other interested parties will be given
full opportunity to participate in the development of the map. The Commission is
currently developing a work plan and schedule for the development of the boundary
guideline map. Bettisworth indicated that work on the map will begin in earnest in the
very near future.

Attachment: maps showing territories proposed for annexation.
For further information contact:

C. B. BETTISWORTH, CHAIRMAN
LOCAL BOUNDARY COMMISSION
586-2982
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