Preli mlna Report fo the-
fl” ‘»

LoéaIBo? dafy% mmis:

Alaska Department of Community &
Economic Development




This is the Department of Community and Economic Development's preliminary report, with
executive summary, regarding the City of Ketchikan’s annexation petition. A copy of the report
can also be found on the Internet at the following address:

http://www.dced.state.ak.us/mra/Mrad_lbc.htm

Further, copies of the report are also available for review through the Ketchikan City Clerk,
Ketchikan Gateway Borough Clerk, and the Ketchikan Public Library.

The report is preliminary in the sense that it is issued as a draft for public review and comment in
accordance with 3 AAC 110.530(b). The law requires the Department of Community and
Economic Development (DCED) to issue a final report affer considering writtfen comments on
the preliminary report.

Occasionally, DCED’s preliminary reports to the Local Boundary Commission become final with
little or no modification. If such occurs in this instance, it will be announced by a letter that will
serve to meet the requirement for a final report. If circumstances warrant otherwise, a separate
final report will be published in this matter.

DCED complies with Title I of the Americans with Disabilities Act of 1990. Upon request, this
report will be made available in large print or other accessible formats. Requests for such
should be directed to the Local Boundary Commission staff at (907) 269-4500, or TDD (800) 930-
4555,

KEY TO ACRONYMS AND TERMS WITH
SPECIAL MEANING USED IN THIS REPORT

Unless the context in which a ferm or acronym is used suggests otherwise:

"Borough" means the Ketchikan Gateway Borough (however, in its lower case or plural forms, the
word refers to borough government(s) in general);

"City" means the City of Ketchikan (however, in its lower case or plural forms, the word refers to city
government(s) in general);

"Commission" means the Alaska Local Boundary Commission;

"DCED" means the Alaska Department of Community and Economic Development;

"DEC" means the Alaska Department of Environmental Conservation;

"DOT&PF"' means the Alaska Department of Transportation and Public Facilities;

"DPS" means the Alaska Department of Public Safety;

"ISO" means Insurance Services Office, Inc.;

"Ketchikan" means the City of Ketchikan;

"KGB" means the Ketchikan Gateway Borough;

"KPC" means the Louisiana Pacific Corporation's Ketchikan Pulp Company;

"LBC" means the Alaska Local Boundary Commission;

"NFPA" means National Fire Protection Association;

"S§SA" means the Shoreline Service Areq;

“territory" means the 1.2 square miles proposed for annexation to the City of Ketchikan.




/ Tony Knowles, Governor

. Department of Community

and Economic Development

MUHIEIHH| & Rﬂgiﬂ'ﬂﬂl Assistance Division
F33 W, dth Avenue, Suite 2230, Anchorage, AK 98501 -2341
Telephona: (307) 269-4500 « Fax: (307) 269-4538 « Text Teleghone: (907} 465-5437

October 4, 1999

This document contains the preliminary report (with executive summary) of the Alaska Depart-
ment of Community and Economic Development (DCED) concerning the petition of the City of
Ketchikan to annex 1.2 square miles.

The preliminary report concludes that all standards for annexation set out in State law have
been met in this case. Assuch, the report makes a preliminary recommendation that the Local
Boundary Commission approve the City of Ketchikan’s petition.

Written comments on the preliminary report are welcome. To be considered in the preparation
of DCED’s final report, comments must be received at the following office on or before Novem-
ber 1, 1999:

Local Boundary Commission Staff

Department of Community and Economic Development
333 West Fourth Avenue, Suite 220

Anchorage, Alaska 99501-2341

Primary fax number: 907-269-4539
Secondary fax number: 907-269-4520

E-mail address: Dan_Bockhorst@dced.state.ak.us

DCED’s final report in this matter will be issued by November 12, 1999. The Local Boundary
Commission will hold a hearing on the annexation proposal in Ketchikan at the following date,
time, and location:

Saturday, December 4, 1999

11:00 a.m.
Ted Ferry Civic Center

Additional copies of the report are available through the Ketchikan City Clerk, Ketchikan
Gateway Borough Clerk, Ketchikan Public Library, and the offices of the Local Boundary
Commission Staff listed above. The report is also available on the Internet at:

http://www.dced.state.ak.us/mra/Mrad_lbc.htm

Cordially,

Patrick K. Poland
Director

“Promoting a healthy economy and strong communities”
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Summary of Preliminary Conclusions
and Recommendation

Background

n February of this year, the City of Ketchikan petitioned the State of

Alaska for the annexation of 0.48 square miles. That petition was

amended by the City in May to seek the annexation of the entire
Shoreline Service Area of the Ketchikan Gateway Borough and adjoining
waters offshore. The amended territory encompasses 1.2 square miles.

City of Ketchikan’s original and amended annexation proposals

o Soala ]
Wiles

Amanded anneealian
¢ proposal

= x_:.l I' *a Oiginal annpatian

\_‘ E_‘_‘}_.;_ -‘.q-‘ _Tj.p_lnsal

The Alaska Department of Community and Economic Development
(DCED) has the duty under State law to evaluate municipal annexation
proposals and to make recommendations regarding such to the Alaska
Local Boundary Commission. The Commission was created under
Alaska’s constitution to render objective, independent decisions from a
statewide perspective regarding proposals for the creation, alteration, or
abolition of city governments and organized boroughs - the two funda-
mental types of political subdivisions of the State of Alaska.

The Local Boundary Commission is comprised of five unpaid citizens
appointed by the Governor. The Commission is independent of DCED.
However, both DCED’s evaluations and the Commission’s decisions are
based on the same standards established in law. If the Commission ap-
proves the City of Ketchikan’s annexation proposal, its decision will be
subject to review by the Alaska Legislature.
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In preparing its preliminary report, DCED carefully examined and consid-
ered the current written record filed in this matter. That record consists of
more than 1,000 pages which convey arguments both by the City in favor of
its annexation proposal and by critics who oppose annexation. The written
record includes:

= the original petition and supporting documents filed by the City of
Ketchikan for the annexation of 0.48 square miles;

= Shoreline Service Area’s brief opposing the original annexation proposal;

= the City’s amendment to its original petition expanding the territory
proposed for annexation to 1.2 square miles;

= Shoreline Service Area’s brief opposing the amended annexation
proposal,

= letters from 45 individuals, businesses, and others opposing annexation
either as originally proposed or as proposed by the amended petition
(These include a 14-page letter from the Ketchikan Gateway Borough
stating with respect to the original proposal that, the Borough, “as a
whole, . . . does not take a position at this time either for or against the
petition. However, . . . the Ketchikan Gateway Borough Assembly, on
behalf of the Shoreline Service Area, opposes the annexation petition as
currently formulated, and therefore requests that the petition either be
amended to include the entire Shoreline Service Area or be rejected.”
After the City amended its petition to include the entire Shoreline Service
Area, the Borough offered no further written comments.);

= astatement (informal petition) signed by 258 individuals opposing
annexation;

= the City’s rebuttal of the briefs and letters submitted in opposition to
annexation; and

. materials gathered independently by DCED in the course of its
examination of the amended annexation proposal.

Summary of Preliminary Conclusions

The following is a summary of DCED’s preliminary conclusions and recom-
mendation to the Commission regarding the City of Ketchikan’s amended
petition to annex 1.2 square miles. Again, these conclusions and the recom-
mendation stem from DCED’s examination of the annexation proposal in
the context of the city annexation standards established in State law.

* The territory proposed for annexation and the area within the existing
boundaries of the City of Ketchikan are compatible in character, thereby
satisfying the standard set out in 3 AAC 110.100. The following six
principal factors led to this conclusion.
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[0 The two areas are contiguous and quite compact. The territory
proposed for annexation comprises only 1.2 square miles, more
than 1/3 of which is water. The territory is nearly 90% smaller than
the average city legislative review annexation approved by the
Commission in this decade. The territory proposed for
annexation adjoins the 3.8 square miles within the existing
boundaries of the City of Ketchikan. The area within the current
City is smaller than 80% of the city governments in Alaska. The
very compact and contiguous nature of the two areas alone
offers a strong hint of compatibility in the context of the standard
at issue.

[0 While there are significant relative differences in the population
density of the two areas, each is densely populated. The City of
Ketchikan is the most densely populated city government in
Alaska. The territory proposed for annexation is more densely
populated than 93% of the city governments in the state,
including those serving Wrangell, Petersburg, Craig, Cordova,
Waisilla, Homer, Kenai, Nome, and 127 other communities that
have incorporated city governments.

0 Land use in the 1.2 square mile area proposed for annexation is
similar to land use in the adjacent 3.8 square miles within the
existing boundaries of the City. Both areas contain a mixture of
residential and commercial properties. Further, major
commercial development in the territory proposed for
annexation is imminent. The two areas also reflect similar
subdivision platting characteristics.

[0 The territory proposed for annexation and the area within the
City each contain extensive development or areas suitable for
development, as is reflected in the per capita values of taxable
property in each area. The assessed value of real and personal
property in the City of Ketchikan is $58,284 per capita.
Remarkably, the comparable figure for the 1.2 square miles
proposed for annexation is $116,230 per capita — twice that of
the City. If projections for development are realized, the
assessed value of the territory proposed for annexation will climb
by nearly 24% to $143,957 per capita within five years.

[0 Critics assert that the two areas are incompatible, in part,
because the territory proposed for annexation lacks certain
services that are available to City residents. Specifically cited
were the absence of water and sewer utilities, bus service, street
maintenance, and municipal garbage collection. However,
many areas within the City lack bus service and a few even lack
City service with respect to garbage collection, water, and
sewer. Current differences in the level of services noted are not a
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basis to conclude incompatibility. The boundaries for the delivery
of such services are flexible. City street maintenance would be
extended upon annexation, bus service could be readily extended
(indeed, the Borough Assembly approved a plan for such on
September 20, 1999), and water and sewer utilities could be
extended upon funding for capital improvements. The boundaries
for City solid waste collection are under the control of the
Regulatory Commission of Alaska.

[ Lastly, and perhaps most significantly, the two areas in question are
clearly parts of the same community that are divided by political
boundatries.

The territory proposed for annexation exhibits a reasonable need for city
government. As such, the standard set out in 3 AAC 110.090(a) is met. It
is noted however, that policy makers at the Alaska Department of Public
Safety (DPS) do not acknowledge a clear need for City police in the
territory. Further, specifics concerning the need for enhanced fire
protection in the territory as stated in the City’s petition cannot be
independently confirmed from the record in this proceeding. A summary
of the findings concerning the need for municipal police, enhanced fire
protection, and other services is presented below.

[0 DPS policy makers indicate that there are only minor differences
between the police service currently provided to the territory by
the Troopers in Ketchikan as compared to that which would be
provided by City police. Inrendering its judgment, DPS was aware
of: (1) the territory’s sizable population; (2) anticipated commercial
development in the territory; (3) the size of the City’s police force;
and (4) the size of the City’s proposed jurisdiction. DPS officials
expressed confidence that the Troopers stationed in Ketchikan
presently provide adequate police service to the territory in
question and could continue to do so in the future. Troopers
indicate that they respond to all manner of crimes including
disturbances, shoplifting, trespassing, vandalism, and check
forgery. They also respond to accidents, medical emergencies,
and other callls for assistance except that they generally do not
respond to automobile accidents on private property such as store
parking lots.

[0 The City asserts that once the Ketchikan Wal-Mart store is
constructed, National Fire Protection Association (NFPA) standards
will require “‘at least 3 pumpers, 1 ladder truck (or combination
apparatus with equivalent capabilities), other specialized
apparatus as may be needed or available, not less than 16 fire
fighters, 1 chief officer, and two “rehab” personnel’ to provide
adequate fire protection in the territory. However, NFPA
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requirements for adequate fire protection in the territory cannot be
independently confirmed without specific plans for the Wal-Mart
building. Nonetheless, the City appears to offer a credible assessment
of the need for enhanced fire protection services in the territory. That
assessment assumes that the Wal-Mart store would encompass 64,000
square feet, that it would be of type | construction, that it would
include a sprinkler system, and that it would have a 92,000 gallon
water tank for fire suppression. The City stresses that its assessment was
based on “NFPA minimums” which are, at least in some instances,
substantially less than the NFPA recommended levels of fire protection.

[0 The question of the need for city government in the territory warrants
consideration of local government service needs that are presently
being met, not just those
that are unmet. Itis
significant, therefore, that
the City of Ketchikan
currently provides extensive
services and facilities that
benefit the territory in
question either directly or
indirectly. These include
the Ketchikan General
Hospital, emergency
medical services,
emergency dispatch
services, mental health and
substance abuse
treatment, port facilities,

The City of Ketchikan has budgeted more than $2 million in the current
fiscal year to provide mental health services and substance abuse harb ib
treatment for the greater Ketchikan community at its Gateway Human arbors, library, museum,

Services building. civic center, solid waste
disposal, cemetery,
telephone utility service, and electrical utility service.

[0 The territory is in need of local street maintenance. There are an
estimated 2.5 miles of roads in the territory that receive no
maintenance whatsoever from the State or local governments.
Further, safety concerns exist regarding one of the streets which is
located along a steep embankment but lacks a guardrail. In addition
to the 2.5 miles of secondary streets, the territory includes Shoreline
Drive, a 0.9 mile long roadway that is maintained by the State on a
low-priority basis. With recent cutbacks in its highway maintenance
staff in Ketchikan, State transportation officials would welcome the
transfer of responsibility for the maintenance of that road to the City.
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The City has expressed its wilingness to accept responsibility for
maintenance of Shoreline Drive as well as the 2.5 miles of roads in
the territory that presently lack maintenance.

0 There is a need for water and sewer utility service in the territory
proposed for annexation. The respondent Shoreline Service Area
(SSA) conceded, and the Alaska Department of Environmental
Conservation (DEC) agreed, that future development in the
territory is constrained by the lack of public water and sewer
utilities. SSA and DEC also share the view that significant public
health risks generally stem from the lack of public sewer and
water utilities in areas of concentrated development. Further,
several correspondents, including the Borough, were critical of
the City for its lack of plans for the extension of water and sewer
utility service in the territory. DEC expressed its support for the
City’s annexation proposal in the hope that it would lead to the
extension of City sewer and water utilities into the territory.

The City of Ketchikan is best able to serve the local governmental
needs described above, thereby satisfying the standard in 3 AAC
110.090(b). The following six major considerations led to this
determination.

0 The fact that the City is currently providing thirteen services and
facilities that directly or indirectly benefit the territory proposed
for annexation is evidence of the City’s superior capabillity to
provide those services. No one has effectively rebutted that
evidence.

[0 DEC favors the extension of water and sewer services by the City
of Ketchikan to the territory over the establishment of an
independent water and/or sewer utility operated by the
Shoreline Service Area. DEC indicated that its policy recognizes
that the expansion of existing utilities generally promotes greater
economies of scale and greater rates of success in serving public
needs.

0 The City has the infrastructure to extend water and sewer utility
service to the territory. Of course, the actual extension of the
utilities will require substantial capital funding. Although the
competition for grants is keen, the utility extensions would qualify
for significant partial funding through State grant programs and
perhaps other sources. Local improvement districts, wherein
property owners that benefit from capital projects contribute to
their funding, are commonly used by municipal governments in
Alaska to generate the local share of major capital projects.
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0 The City has the foundation to extend street maintenance to the

territory proposed for annexation. The City plans to spend an
average of $120,000 annually to maintain streets in the territory.
The City is also prepared to spend more than three-quarters of a
million dollars over three years to upgrade the streets in the
territory. In contrast, the Borough provides no road maintenance
in the territory.

While the State Fire Marshal does not take a position favoring or
opposing the annexation proposal, he agreed with the City that
it is an inefficient use of resources to maintain two fire
departments within two miles of one another in Ketchikan,
particularly if each met the standards which the City asserts are
necessary to provide adequate fire protection in this case under
NFPA standards. The City has greater capacity than the Borough
(through the Borough’s Shoreline Service Area) to provide
adequate fire protection to the territory. The City currently
exceeds standards which it claims are required, SSA does not.
Further, the City plans to hire two additional firefighters to allow
full-time staffing of its “west-end fire station” located
approximately 2 miles from the center of the territory proposed
for annexation. The City plans to spend an average of nearly
$186,000 annually to extend enhanced fire protection to the
territory, coupled with the initial expenditure of $37,400 for
related capital improvements.

[0 While State public safety policy makers do not acknowledge a

clear need for municipal police in the territory, the standard at
issue requires a comparison of the capacity of the City versus the
Borough to provide services. If there were a need for municipal
police in the territory, the City would clearly have the greater
capacity to serve that need. The Borough does not provide
police service whereas the City has a fully operational police
department. Upon annexation, the City plans to hire three
additional officers incrementally over the course of three years to
maintain the current level of service. The City plans to provide
2.9 officers per 1,000 residents within the expanded City limits.

The five square mile area within the City’s proposed post-annexation
boundaries includes the human and financial resources necessary to
provide essential services on an efficient, cost-effective level. This
satisfies the standard at 3 AAC 110.110. The following four major
findings led to this determination.

[0 The greater community of Ketchikan is one of the more populous

communities in the state. Citizens of the City of Ketchikan have
successfully operated a city government for the past 99 years.
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For the past 39 years, the City has exercised home rule powers. The
City currently provides an impressive range of services, far more than
most cities in Alaska.

0 Itis reasonably projected that the cost of extending City services to
the territory will average $546,118 annually over the first three years
(cost for police service is based on third-year budget projections to
provide more realistic estimate of long-term costs). Additionally, the
City plans to spend an average of $279,634 for capital projects
annually in the territory during the first three years following
annexation. Together, those figures equal an annual expenditure of
$825,752. That total is equal to 1.6 percent of the total current
operating and capital budget of the City. Thus, the prospect of
extending services to the territory does not represent a substantial
financial challenge to the City.

O Itis reasonably
projected that
revenues
resulting from
annexation
(net of sales
tax revenues
from sales
shifted to the
territory) wiill
equal $839,078
the first year,
$885,256 the
second year,
and $949,101
the third year.
Approximately
forty-four
percent of those projected net revenues will come from sales taxes
on purchases within the territory by residents of the greater Ketchikan
community and visitors.

Lewis Motors, one of serval businesses operating in the area proposed for

O The reasonably estimated annual net revenues exceed the
reasonably projected annual expenses by an average of $65,393
during each of the first three years following annexation. Thus,
annexation will not be a financial burden on the City.

= The population within the proposed expanded City boundaries is clearly
both large and stable enough to support the extension of City services,
thereby satisfying the standard set out in 3 AAC 110.120. The following five
predominant considerations support this conclusion.
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[0 With 8,460 residents, Ketchikan currently ranks as the second
most populous city government in Alaska.

0 The 541 residents of the territory exceed the population threshold
for incorporation of first class and home rule cities in Alaska by
more than 35%. The combined population of the territory and the
City exceeds 9,000.

[0 The population within the proposed expanded City boundaries is
stable in the sense that it is not subject to erratic seasonal
population fluctuations.

[0 Between 1996 and 1998, the City’s population receded by 2.7%.
That decline is attributed largely to the closure of the Ketchikan
Pulp Company’s operations at Ward Cove. Notwithstanding,
from 1990 to 1998, the City’s population still increased by 2.4%.

[0 The Borough’s non-city population, which includes the territory
proposed for annexation, increased 3.8% from 1990 to 1998. Like
the City’s population, the Borough’s non-city population has
receded from its peak during the 1990s. The 1998 figure is 6.5%
less than the apex for the decade reached in 1995. Again, the
recent decline is largely the result of the closure of the Ketchikan
Pulp Company’s operations at Ward Cove.

The proposed boundaries are inclusive of all areas needed to provide
essential city services on an efficient, cost-effective level. This satisfies
the standard set out in 3 AAC 110.130(a). The standard at issue
concerns whether there are areas outside the five square miles
encompassed by proposed post-annexation boundaries of the City
that are crucial to the City’s ability to provide essential city services
efficiently and cost-effectively. The respondent Shoreline Service Area
criticizes the City’s annexation proposal as not addressing the long-
term jurisdictional needs of the City. However, it has not shown that
areas outside the five square miles in question are essential to the
capacity of the City to operate efficiently and effectively. While the
City’s proposed post-annexation boundaries may not be perfect, the
standard is clearly satisfied.

The 1.2 square miles proposed for annexation is contiguous to the
existing boundaries of the City. Thus, the standard established in 3
AAC 110.130(b) is met.

The five square miles within the City’s proposed post-annexation
boundaries do not extend beyond the existing community plus

reasonably predictable growth, development, and public safety
needs for the next ten years. Thus, the standard set out in 3 AAC
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Absent annexation, it is projected that the City of Ketchikan will lose $10.7 million in sales taxes over the
next nine years due to a shift of retail sales to Wal-Mart and other stores in the territory proposed for
annexation. City sales taxes support the Ketchikan General Hospital and other public facilities and
services that benefit the greater Ketchikan community.

110.130(c) is met. As noted earlier, the territory proposed for
annexation and the area within the City are compact, contiguous,
and parts of the same community.

= The proposed post-annexation boundaries of the City do not include
entire geographical regions or large unpopulated areas. This satisfies
the standard established at 3 AAC 110.130(d). The following three
primary factors support this conclusion.

[0 Although the annexation proposal would expand the
jurisdictional territory of the City by 31.6%, Ketchikan’s expanded
boundaries would remain small in comparison to most other cities
in Alaska. Ketchikan’s new boundaries would encompass only
five square miles. That figure is 82% smaller than the average of
all 145 cities in Alaska. More significantly, Ketchikan’s expanded
boundaries would encompass an area that is 93% smaller than
the average of the other ten most populous cities in Alaska (all
but one of which have substantially smaller populations than
Ketchikan).

00 Thirty-nine other cities in Alaska have boundaries encompassing
five square miles or less. Of these, only North Pole and Palmer
have populations in excess of 900. However, neither of those two
cities have populations or development approaching that of
Ketchikan.



Summary of Preliminary Report to LBC Concerning Annexation of 1.2 Square Miles to the City of Ketchikan Page 11

[0 Even after annexation, the City of Ketchikan would remain the
most densely populated city government in Alaska, far out-
pacing the second most populous city in the state.

* Despite widespread opposition among residents and property owners
in the territory proposed for annexation, the City’s proposal to extend
its boundaries serves the balanced best interests of the State of Alaska,
the territory proposed for annexation, and all political subdivisions
affected by the proposal. Thus, the standard set outin 3 AAC 110.140
is satisfied. The following five major factors led to the conclusion that
this standard is satisfied.

[0 Residents and property owners within the territory proposed for
annexation receive, directly or indirectly, the benefit of city
government without commensurate tax contributions and no
practical or equitable alternative method is available to offset
the cost of providing that benefit.

0 Annexation will eliminate one borough service area. This serves
the principle set out in Article X, Section 1 which favors minimum
numbers of local government units in order to promote efficient
and effective local government.

[0 Annexation will extend home rule local government powers to
the 541 residents of the territory. This circumstance serves the
principle set out in Article X, Section 1 favoring maximum local
self-government.

[0 Annexation will ensure that the City of Ketchikan maintains the
legal jurisdiction necessary to continue to fund a broad array of
essential services that benefit the residents of the City and
outlying areas. Doing so serves the interests of the residents and
property owners of the City as well as those of the territory
proposed for annexation. It also benefits the State and the
Ketchikan Gateway Borough who are relieved of such
responsibilities. Absent annexation, the City faces the prospect
of significant revenue reductions that threaten its ability to fund
the current level of services. It is vital that the State provide local
governments with the tools they need to take on greater
responsibilities, particularly when they do so willingly. This is
especially important in the current era of significant budget
reductions for State services and even greater reductions in
direct State financial aid to local governments for general
services.
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[0 Residents of the territory proposed for annexation will be
enfranchised with respect to the City of Ketchikan as a result of
annexation. Currently, City officials make many decisions that
affect residents and property owners in the territory proposed for
annexation. Yet, those residents have no formal voice in the
operation of the City. If they are annexed, they will be
enfranchised.

= The City presented a six-page transition plan that outlines its proposal
for the assumption of appropriate powers, duties, rights, functions,
assets, and liabilities relating to annexation. The plan was prepared in
consultation with appropriate Borough officials, including those
affiiated with the Shoreline Service Area. Thus, the standard set out in
3 AAC 110.900 is satisfied.

= Annexation will not deny civil or political rights to anyone because of
race, color, creed, sex or national origin. Thus, the standard
established by 3 AAC 110.910 is met.

Preliminary Recommendation

Based on the conclusions summarized above, DCED endorses the Feb-
ruary 5, 1999 petition of the City of Ketchikan, as amended by the City on
May 11, 1999. The amended petition seeks the annexation of approxi-
mately 1.2 square miles. Accordingly, DCED recommends that the Local
Boundary Commission approve the City’s amended petition without con-
ditions or amendments of its own.

Opportunity for Comment

Written comments on DCED’s preliminary analysis, conclusions, and
recommendation are welcome. All timely comments will be included in
the formal record of this proceeding and will be considered in the devel-
opment of DCED’s final report on this matter. Comments must be re-
ceived by November 1, 1999 at the following office:

Local Boundary Commission Staff

Department of Community and Economic
Development

333 West Fourth Avenue, Suite 220

Anchorage, Alaska 99501-2341

Primary fax number: 907-269-4539
Secondary fax number: 907-269-4520

e-mail address: Dan_Bockhorst@dced.state.ak.us
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Plans for Hearing Before the Local Boundary Commission

The Local Boundary Commission will conduct a public hearing in

Ketchikan on the City’s annexation proposal. That hearing is scheduled to
be held as follows:

11 a.m., Saturday, December 4, 1999

Ted Ferry Civic Center

Formal notice of the hearing will be provided at least thirty days in ad-

vance of the hearing. The hearing agenda along with guidelines for testi-
mony and public comment at the hearing will also be provided in
advance of the hearing.

Distribution of DCED’s Executive Summary and Complete Pre-
liminary Report

This summary of DCED’s preliminary report has been distributed to more

than 100 known interested individuals and organizations.

Additionally, DCED’s complete preliminary report concerning the

pending Ketchikan annexation proposal has been distributed to individu-
als and organizations, including the following:

Local Boundary Commission;

Mayor, Council, and appointed officials of the City of Ketchikan: 15
copies;

Ketchikan City Clerk for distribution to the public: 15 copies;

Mayor, Assembly, and appointed officials of the Ketchikan Gateway
Borough: 15 copies;

Ketchikan Gateway Borough Clerk for distribution to the public: 15
copies;

Ketchikan Public Library: 15 copies;

Dwight C. John, Chairman of the Shoreline Service Area Board of
Supervisors, and other Board Members: 5 copies
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e James A. Van Altvorst, consultant to the Shoreline Service Area in the
pending annexation proposal: 1 copy.

The report is also available on the Internet at:

http://www.dced.state.ak.us/mra/Mrad_lbc.htm

For those interested individuals who wish to review the complete pre-
liminary report and are unable to do so through the sources listed above,
it is also available by contacting the Local Boundary Commission Staff at
the office noted on page 12.
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A. The Issue: Does the
City of Ketchikan’s
proposal to annex the
Shoreline Service Area
satisfy the standards
for annexation set out
in State law?

The Alaska Department
of Community and Eco-
nomic Development has a
duty under State law to ex-
amine proposals for annex-
ation. This report offers the
Department’s preliminary
analysis, conclusions, and
recommendation concern-
ing the City of Ketchikan’s
pending petition for annex-
ation.

In February of this year,
the City of Ketchikan peti-
tioned the State of Alaska

Introduction

for the annexation of 0.48
square miles. During the
period reserved for written
public comment on the peti-
tion, the proposal was criti-
cized, in part, because it
would have split the Shoreline
Service Area roughly in half.

In response to the criticism
over the proposed division of
the service area, the City
amended its petition in May
to include the entire Shoreline
Service Area and additional
territory offshore. The
amended petition seeks the
annexation of 1.2 square
miles. The territory proposed
for annexation is inhabited by
an estimated 541 individuals.
The current value of taxable
real and personal property in
the territory is nearly $63 mil-
lion.

A map showing the territory
and the area within the exist-
ing boundaries of the City ap-
pears below.

B. Interested
Organizations and
Individuals

The following is a listing of
the entities and individuals that
have significant interests or
particular duties with respect
to the pending annexation
proposal.

City of Ketchikan (hereinaf-
ter “City” or “Ketchikan”) is the
petitioner in this proceeding.
Ketchikan is Alaska’s second
oldest existing city govern-
ment, having incorporated in
1900 shortly after the City of
Skagway was formed. Voters

Existing boundaries of the City of Ketchikan and the 1.2 square mile territory proposed for annexation
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extended home rule powers
to the City in 1960, making it
one of the first home rule lo-
cal governments in Alaska.
The current boundaries of the
City encompass approxi-
mately 3.8 square miles. In
1998, the population of the
City was recorded at 8,460.

Ketchikan Gateway Bor-
ough (hereinafter “Borough”
or “KGB”) is a second class
borough government incor-
porated in 1963. The Borough
provides services to the terri-
tory on an areawide, non-
areawide, and service area
basis.! The KGB submitted a
fourteen-page letter (includ-
ing a one-page attachment)
opposing the City’s annex-
ation proposal on behalf of its
Shoreline Service Area as that
proposal was originally con-
figured. However, the Bor-
ough offered no follow-up
written remarks during the
seven-week period allowed
for comment on the
amended petition.

Shoreline Service Area
(hereinafter “SSA”) is a ser-
vice area formed by the Bor-
oughin 1968.2 Voters in SSA
long ago granted powers to
the Borough for the provision
of fire protection and water
utility service within SSA. Fire
protection powers are cur-
rently exercised by the Bor-
ough in SSA, however, water
utility powers have never
been exercised in that ser-
vice area.

On April 30, 1999, SSA’s
Board of Supervisors submit-

ted a twenty-page responsive
brief opposing the original an-
nexation proposal. On June
30, 1999, SSA’s Board filed a
timely forty-five-page respon-
sive brief entitled Review and
Analysis — Amended Petition
for Annexation of the North
Tongass Addition (hereinafter
“SSA Brief”) opposing the
City’s amended annexation
proposal.

Having filed responsive
briefs in this proceeding, SSA
has attained the status of a
formal respondent.® As are-
spondent, SSA will have en-
hanced procedural standing
during the hearing on the an-
nexation proposal to be con-
ducted by the Local
Boundary Commission in
Ketchikan. More specifically,
SSA will have the right during
the hearing to: (1) make a for-
mal opening statement, (2)
provide sworn testimony by
witnesses who have expertise
with respect to the subject(s)
of their testimony, and (3)
make a formal closing state-
ment.

Correspondents, com-
prised of residents and prop-
erty owners in the territory as
well as other interested per-
sons, have taken an active
role in the proceedings to
date. Letters opposing an-
nexation were received from
forty-five interested individu-
als, businesses, and organiza-
tions. No correspondents
expressed comments in favor
of annexation. Appendix A of
this report lists the correspon-

“Areawide services” are those
services provided throughout
the Borough; “nonareawide
services” are those services
provided in that portion of the
Borough outside incorporated
cities; “service area services”
are those services provided in
various portions of the Bor-
ough. One service area exists
within the territory proposed for
annexation, the Shoreline Ser-
vice Area.

A borough service area is a
“unit of government” created
by the borough assembly in
which the borough itself pro-
vides special services. Special
services may include services
not provided by the borough
on an areawide basis or non-
areawide basis. Special ser-
vices may also include a
higher or different level of ser-
vices than that provided by
the borough on an areawide
or nonareawide basis.

Although a borough service
area is technically a “unit of
government” it is a strictly con-
fined unit of government. It is
created solely to define the
area in which a borough may
provide special services and in
which a borough may levy
taxes and exercise other pow-
ers relating to the delivery of
those special services. Service
areas in a general law bor-
ough such as the KGB lack any
independence whatsoever.
The assembly of a general law
borough may unilaterally es-
tablish, operate, alter, or abol-
ish the service area by
ordinance (AS 29.35.450). The
assembly of a general law
borough may also provide for
an appointed or elected
board to supervise the special
services in the service area.
Service areas lack legislative
powers, taxing powers, and
other independent powers.

Service areas are also strictly
limited by the State constitu-
tion and statutes in terms of

Continued on next page
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dents in this matter. The fol-
lowing summarizes the points

Continued from previous page

their creation. Art. X, 8 5 of
the Constitution of the State of
Alaska provides that “A new
service area shall not be es-
tablished if, consistent with the  *®
purposes of this article, the

new service can be provided

by an existing service area, by
incorporation as a city, or by
annexation to a city.” The
“purposes” of Article X are L4
found in Art. X, 8 1 and in-

clude promoting “a minimum

of local government units.”

AS 29.35.450(b) contains lan-
guage similar to that noted

above for Art. X, 8 5.

DCED takes what may be a
liberal view in recognizing SSA
as a respondent. 3 AAC
110.480(a) provides that “Any
interested person or entity
may file with the department
a responsive brief . . .” How-
ever, given the fact that a
borough service area is such
a limited unit of government
without legislative, taxing, or
other independent powers, it o
is conceivable that a service

area may, in fact, lack the

legal standing to file a respon-

sive brief. DCED notes in that
regard that there are at least b
three cases in which trial

courts have held that munici-

pal school districts in Alaska

lack the capacity to sue or be
sued. In those cases, it was

the City or Borough itself

which operated the municipal
school district, not the school
district, that had the capacity

to sue or be sued.

Opposition petitions such as
the one submitted in this pro-
ceeding have the same status
as a letter commenting on the
annexation proposal. No ef-
fort was made by DCED to
confirm the residency of the
individuals who signed the
petition. Itis noted, however,
that one of the forty-five cor-
respondents wrote:

Continued on next page

made by one or more of the
correspondents:

The annexation proposal is
unpopular among resi-
dents and other property
owners in the territory.

Many individuals and busi-
nesses purchased property
in the territory specifically
because it was outside the
City.

Annexation will result in a
substantial increase in
property taxes, but no in-
crease in services such as
water utility, sewer utility,
solid waste collection, bus
service, noise pollution
control, or fire hydrants.

Property owners should be
allowed to vote on any
annexation proposal.

Property owners in the ter-
ritory incurred additional
costs for individual water
systems and sewerage sys-
tems in order to live out-
side the City.

The City’s annexation pro-
posal is motivated by its
greed for more sales tax
and property tax rev-
enues. If the City did not
stand to gain significant
tax revenues, it would
avoid annexation as it has
avoided discussion of con-
solidation of the City and
Borough for years.

Alternatives to annexation
should be considered. For

example, the City should
levy taxes targeting the
cruise ship industry.

< While increased tax rev-
enues accruing to the City
may be used to improve
services for all City resi-
dents, there are many dis-
advantages to annexation.
These include increased
costs for homeowners’ in-
surance; a 50% increase in
property taxes; the possible
decline in the quality of fire
protection and police ser-
vice; and the loss of eligibil-
ity to participate in the
Alaska Housing Finance
Corporation’s rural loan
program.

= Misstatements were made
in correspondence from
the Borough and SSA indi-
cating that SSA’s Board
would not oppose annex-
ation of the entire service
area. SSA’s Board opposes
any annexation of SSA.

= One of the principal rea-
sons that businesses lo-
cated in the territory is to
be subject to lower sales
and property taxes.

= Existing services in the terri-
tory by the State Trooper
and State Department of
Transportation are ad-
equate.

In addition to the letters, a
petition signed by 258 indi-
viduals claiming to be resi-
dents of SSA was submitted in
opposition to the annexation
proposal.*
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Interested persons will
have an opportunity to com-
ment to the Local Boundary
Commission at a public hear-
ing to be held in Ketchikan
on the City’s annexation pro-
posal.

Local Boundary Commis-
sion (hereinafter “LBC” or
“Commission”) is a five-mem-
ber State commission that will
decide whether to grant the
petition as presented, amend
the petition, impose condi-
tions, or deny it altogether.
The LBC’s decision will be
based strictly on criteria es-
tablished in law governing
annexation to cities.

The Commission was cre-
ated under Alaska’s constitu-
tion to render objective,
independent decisions from
a statewide perspective re-
garding proposals for the cre-
ation, alteration, or abolition
of city governments and or-
ganized boroughs. Of the
130 or so State boards and
commissions, the LBC is one
of only five with constitutional
origins.®

LBC members are ap-
pointed by the Governor and
serve without compensation.
Appendix B provides addi-
tional background informa-
tion regarding the
Commission and the nature
of local government bound-
ary changes in Alaska.

Alaska Department of
Community and Economic
Development (hereinafter
“DCED”) serves as staff to the

LBC.® DCED has the duty un-
der State law to evaluate an-
nexation proposals and to
present recommendations to
the Commission regarding
such. Appendix B of this re-
port provides additional
background information re-
garding DCED.

Alaska Legislature will re-
view the proposed annex-
ation if the City’s petition is
granted by the LBC. More
specifically, if the petition is
approved (with or without
amendments and/or condi-
tions), the LBC wiill file a rec-
ommendation for the
annexation with the next
regular session of the Alaska
Legislature under the terms
of Article X, 8§ 12 of the Con-
stitution of the State of
Alaska. The Legislature will
then have forty-five days to
consider the recommenda-
tion. If the Legislature takes
no action within the forty-five
day review period, the rec-
ommendation is automati-
cally approved. However, if
the State Senate and House
of Representatives adopt a
joint resolution rejecting the
recommendation, the an-
nexation is denied.

C. Reasons for the
Annexation Proposal

(1) City’s Reasons for the
Original Petition
The following is a sum-

mary of the reasons ex-
pressed by the City for the

Continued from previous page

“The Shoreline Service board (sic)
had a petition written opposing this
annexation. A volunteer resident is
coordinating circulating this peti-
tion to residents, business and prop-
erty owners in the area, as well as
employees of businesses in the
area who may live elsewhere in the
borough.” (emphasis added; see
letter of July 2, 1999 from Linda
Raitanen)

No effort was made by DCED
to determine the extent of du-
plicate signatures. However, it
appears that there are some
duplicate sighatures on the
petition. For example, a Cheryl
Painter signed the petition on
page 13 using the address 4973
Rex Allen Drive; a Cheryl Painter
also signed the petition on
page 27 using the address 4746
Bucey Avenue. The two sigha-
tures appear to be identical.
Michael Painter’s signature also
appears on the same two
pages with the same two ad-
dresses noted for Cheryl Painter.
His signature, however, appears
to be different on the two
pages.

The others are the University of
Alaska Board of Regents, the
Judicial Council, the Commis-
sion on Judicial Conduct, and
the Redistricting Board.

DCED was formed on July 1,
1999 pursuant to Chapter 58,
SLA 1999 which consolidated
the former Department of
Community and Regional Af-
fairs (DCRA) and Department
of Commerce and Economic
Development. As a result of
the consolidation, the regula-
tions of the Local Boundary
Commission which were previ-
ously located in Title 19, Chap-
ter 10 of the Alaska
Administrative Code were relo-
cated to Title 3, Chapter 110 by
the State Regulations Attorney
under the authority of AS
44.62.125(b)(6) effective August

Continued on next page
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Continued from previous page

4, 1999. There were no substan-
tive changes to the
Commission’s regulations. Ma-
terials filed in this proceeding by
the petitioner, respondent, and
others refer to the LBC’s regula-
tions under their former loca-
tion. This report refers to the
regulations under their current
location.

annexation proposal in its
original petition. (Petition,
pages1l-7)

(a) To avert the substan-
tial erosion of the City’s sales
tax base resulting from exist-

ing of sales occurring within
the existing City to the terri-
tory proposed for annexation
as retailers new to Ketchikan,
such as Wal-Matrt, build facili-
ties in the territory. The loss
would be compounded if
some retailers that are cur-
rently within the City were to
relocate to the territory.

City sales tax revenues are
used to fund local services for
City residents and other resi-
dents of the Borough. More
than one-quarter of the City’s
sales tax revenues (28.6%) is
dedicated to support Ketchi-
kan General Hospital. An
equal amount is dedicated
to public safety services. The

/KF'I CHIKAN DAILYNEWS

area. The City noted in its
original petition that, absent
annexation, the growing
number of retailers in the terri-
tory proposed for annexation
will enjoy significant competi-
tive advantages over retailers
within the existing boundaries
of the City. In particular,
these advantages would in-
clude sales tax rates that are
nearly two-thirds lower than
those in effect in the City
(currently 2% vs. 5.5%) and
property tax rates that are
nearly one-third lower (cur-
rently 9.43 mills vs. 13.9 mills).
The City anticipates that if
these circumstances are not
addressed through annex-
ation they are likely to drive
down the value of
commercial prop-
erty inside the
City.

T CRITH, WECPERDNY, R o e

ing and anticipated signifi-
cant additional commercial
development beyond the
City’s boundaries. Absent
annexation, the City pro-
jected that it may lose as
much as $1,160,000 in sales
tax revenues annually. City
officials indicate that the
loss would result from a shift-

BRI, AL
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balance (42.8%) is dedicated
to public works.

(b) To offset anticipated
reductions in the commercial
property tax base within the
current boundaries of the City
due to commercial growth in
the territory and the resulting
shift of retail sales to that

L. 31 HECAL, T LR - B P
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(2) City’s Reasons
for Amending its
Petition

The following is
a summary of the
reasons expressed
by the City in its
amended petition
for the expansion
of the area pro-
posed for annexation from
0.48 square miles to 1.2
square miles. (Amended Pe-
tition, pages 1 - 2)

(a) SSA’s Board indicated
to the Borough Assembly on
April 19, 1999, that all or none
of SSA should be annexed.
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Area originally proposed for annexation by the City of Ketchikan
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(b) On May 3, 1999, the

Borough Assembly approved a

motion that stated, in part:

. the Ketchikan Gateway Bor-

for City services in the affected
area and the negative im-
pacts on the remaining service
area.

(c) The LBC encourages

while the City’s motives for
annexation are under-
standable, they do not ap-
pear to respond suitably to
the standards for annex-

ation (SSA Brief, page 6). In
particular, SSA contends

local governments to take a
more comprehensive ap-
proach to annexation as ex-  that the City fails to dem-
pressed in the LBC’s annual onstrate that the territory
report to the State Legislature manifests a reasonable
dated January 28, 1999. The need for city government
LBC stated in that report that or that the City can provide
while voluntary, piecemeal services more efficiently
annexations may be favored and effectively than the
politically at the local level, Borough. These points are
they do not necessarily serve  explored by DCED, respec-
optimum public policy and tively, in Sections 2 and 3 of
may diminish efficiency and  this report.

effectiveness in the delivery Additionally, SSA takes

of city services. the position that “annex-
ation is not a tool to gener-
ate revenues.” (Ibid., pages
6 - 7) Further, SSA derides
the City’s amendment of its
original petition by noting
that the City originally
claimed that annexation of
the entire service area

ough, as a whole, does not have
an objection to the City of
Ketchikan’s right to file such a
petition and does not take a po-
sition at this time either for or
against the petition. However,
the Ketchikan Gateway Borough
is responsible for the Shoreline
Service Area. Afterreceiving in-
formation and public testimony,
the Ketchikan Gateway Borough
Assembly, on behalf of the Shore-
line Service Area, (emphasis
added by City) opposes the an-
nexation petition as currently for-
mulated, and therefore requests
that the petition either be
amended to include the entire
Shoreline Service Area or be re-
jected. The Shoreline Service
Area has indicated that it would
not oppose the annexation peti-
tion if it were amended to annex
the entire Shoreline Service Area
(emphasis added by City), but
must oppose annexation of only
a portion of the service area due
to the insignificance of the need

(3) Criticism of the Clty s
reasons for annexation

Respondent SSA is critical
of the City’s reasons for an-
nexation expressed in the
original and amended peti-
tions. SSA takes the view that
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would be imprudent, but
that 95 days later “the City
suddenly, without demon-
strating its supporting analy-
sis, changed its mind...”
(Ibid., page 8).

With respect to the City’s
concerns that nonresidents
receive the benefit of City
services without commensu-
rate local tax contributions,
SSA again takes the view
that “Annexation of SSA is
not the appropriate tool to
address this problem.” (Ibid.,

page 9).

SSA states that the City
incorrectly suggests that its
amended proposal to an-
nex the entire service area
has the endorsement of
SSA’s Board. SSA states un-
equivocally that it is op-
posed to annexation of any
portion or all of SSA to the
City. (Ibid., pages 11 -12)

Regarding the City’s
statement that the petition
was amended, in part, to

deal with annexation in a
more comprehensive fashion
as encouraged by the LBC,
SSA asserts that the City mis-
understands the
Commission’s policy views.
Specifically, SSA states that
although the City did, in fact,
expand the size of its annex-
ation proposal, both the origi-
nal and amended proposals
fail to properly consider the
City’s long-term jurisdictional
needs. SSA notes that such
long-term needs may include
Ward Cove, the Ketchikan
International Airport, and sur-
rounding areas. SSA is also
critical of the City’s efforts to
pursue annexation while de-
veloping a proposal for con-
solidation of the City and
Borough, calling the concur-
rent activities “piecemeal”
and “duplicative”. (Ibid.,
pages 13 - 16)

Like SSA, the Borough was
also critical of the City’s rea-
sons for annexation as the
petition was originally pro-

posed. More specifically, the
Borough stated that “The jus-
tification for the annexation
offered by the City is incom-
plete, and in some cases is
misleading or inaccurate.”
(May 4, 1999 letter from the
Borough, hereinafter “KGB
letter”, page 1) Further, the
Borough expressed the view
that “The assertions of the
City of Ketchikan are both
speculative and erroneous in
many cases.” (Ibid., page 2)
The Borough also offered
counter arguments to the
City’s claims about the need
for improved fire service and
police service in the territory
proposed for annexation.
(Ibid., pages 2 - 5) Those is-
sues are explored in Section 2
of this report.

In addition to the points
noted above, the Borough
offered other criticisms of the
City’s reasons for annexation.
Specifically, the KGB indi-
cated with respect to the
City’s original petition that:

0  Scale &
Miles

Amended annexation

\ EBIEI-’.:E-&I
5, y*-r__ =
\\ . THJEF:

Original annexation
nrn_plluaal

Existing City boundaries, original annexation proposal,
and amended annexation proposal
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(4) City’s Rebuttal of
Criticism

that SSA concedes
that the principal
factors that led to
the City’s annexation

the City’s projected rev-
enue losses, even if accu-
rate, are insignificant in that
they range from 1.56% to
4.14% of the City of
Ketchikan’s 1998 general
government revenues;

“annexation would be a
windfall to the City” involv-
ing a “net revenue en-
hancement to the City of
Ketchikan of $884,936 annu-
ally beginning in the year
20037;

“the City’s presumptions
concerning historical [rev-
enue] impacts [of busi-
nesses relocating outside
the City boundaries] are in-
accurate”,;

the City falils to address the
anticipated loss of $10,000 -
$15,000 in Borough bed tax
revenue annually
which would re-
sult from annex-
ation; and

“the City of
Ketchikan re-
ceives adequate
compensation for
services provided
to nonresidents.”
(Ibid., pages 5 -

The City stresses

proposal are valid. (Reply
Brief, pages 2 — 3) The City
cites the following state-
ments in SSA’s initial brief
dated April 30, 1999, as evi-
dence of such:

e “The City makes a con-
vincing case that it
needs the North Tongass
Addition or the tax-gen-
erating potential it of-
fers.” (SSA Initial Brief,

page 6)

= “The City could face sig-
nificant revenue prob-
lems if projected
development occurs im-
mediately outside the

City’s current Boundary.”

(Ibid., page 7)

= “The City’s Petition ap-
pears to make a reason-
able case supporting its

« 20

judgment that future
growth and develop-
ment in the subject
territory could require
services of a higher
level than presently
offered.” (Ibid., page
19)

The City expresses frus-
tration over its perception
that SSA’s policy regard-
ing annexation has
shifted. The City notes
that it amended the origi-
nal petition with the ex-
pectation that SSA would
not oppose annexation of
the entire service area.
(Reply Brief, page 4) In
support of that statement,
the City cites the minutes
of the April 19, 1999 Bor-
ough Assembly meeting
according to which a

Portion of area proposed for annexation. Upper left: Lewis Motors. Upper right: National

Bank of Alaska. Foreground: site of anticipated future commercial development.
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representative of SSA’s
Board advised the Assem-
bly that, “. . . the Board
wanted either the entire
service area annexed, or
none . ..” (Ibid., page 3)
The City also submitted a
transcript of the discussion
of that portion of the As-
sembly meeting to further
support its position. (lbid.,
Exhibit C) Further, the City
notes SSA’s initial brief
stated on page 6 with re-
spect to the original annex-
ation proposal that, “The
proposed North Tongass
Addition includes only ap-
proximately one half of [the
Shoreline] community. To
be acceptable under [3
AAC 110.130(c)], the area
proposed for annexation
should be expanded to in-
corporate the entire SSA.”
(Ibid., page 3)

The City indicates that
the “all or nothing” position
of SSA was corroborated in
the Borough’s May 4, 1999
letter which states, “The
Shoreline Service Area
board has indicated that it
would not oppose the an-
nexation petition if it were
amended to annex the en-
tire Shoreline Service Area,
but must oppose annex-
ation of only a portion of
the service area due to the
insignificance of the need
for City services in the af-
fected area and the nega-
tive impacts on the
remaining service area.”
(Ibid., page 3)

Portion of area proposed for annexation. Background: Karlson Motors.
Center, Wal-Mart site.

Regarding the Borough’s
criticism of the original peti-
tion, the City notes that the
Borough took an advocacy
role concerning the views of
3.5% of the Borough’s popu-
lation, but failed to respond
to or even acknowledge im-
pacts from significant pend-
ing development within the
territory that will profoundly
affect nearly 60% of its citi-
zens. (Ibid., page 11)

Regarding the Borough’s
characterization that the

City’s original annexation pe-

tition was ‘incomplete, mis-
leading, inaccurate,
speculative, erroneous, and
that it exaggerated the im-
pact of anticipated devel-
opment’, the City expresses
the view that Borough’s posi-

tion lacked a solid foundation.
(Ibid., page 11) The City notes
that the projections in its peti-
tion regarding impacts of an-
ticipated commercial
development in the territory
were confirmed by a subse-
guent study completed on July
16, 1999. (Ibid., pages 15 - 18
and Exhibit K) Details of the
impacts are addressed in Sec-
tion 10 of this report.

Regarding the Borough’s
criticism that annexation
would give the City a windfall,
the City takes the position that
it is appropriate from a public
policy standpoint to consider
revenues and expenditures for
the community as a whole
when funding City-wide gen-
eral governmental expendi-
tures. In other words, it is
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inappropriate to isolate and
compare the cost of serving
a particular portion of the
City with the revenues re-
ceived from that portion of
the City.

Ketchikan indicates that,
notwithstanding the
Borough’s criticism on this
point, the Borough itself
would fail to meet such stan-
dards. The City also notes
that the Borough’s contem-
porary views on this point are
markedly inconsistent with
those expressed by the Bor-
ough just last year regarding
its own unsuccessful proposal
to annex 5,524 square miles.
(Ibid., pages 18 - 19)

D. Past, ongoing, and
future proceedings

Individuals and organiza-
tions have four weeks to re-
view and comment on
DCED’s preliminary report
concerning the pending an-
nexation proposal. Written
comments must be received
by mail, facsimile, or e-mail at
the following office by No-
vember 1, 1999:

Local Boundary Commission Staff
Department of Community and
Economic Development
333 West Fourth Avenue, Suite 220
Anchorage, Alaska 99501-2341
primary fax number: 907-269-4539
alternate fax number: 907-269-4520
e-mail:

Dan_Bockhorst@dced.state.ak.us

DCED’s final report con-
cerning this matter will be is-
sued after timely comments
on the preliminary report are
carefully considered.

The LBC will conduct a
hearing on the annexation
proposal in Ketchikan. The
hearing is set to convene at
11:00 a.m. on Saturday, De-
cember 4, 1999, in the Ted
Ferry Civic Center. Formal
notice of the hearing will be
given at least thirty days prior
to the hearing.

Further details about past,
ongoing, and future actions
relating to this particular an-
nexation proposal are pro-
vided in Appendix C of this
report.

E. Criteria for judging
the annexation petition

Decisions of the LBC
must be based on criteria
established in law. The
Commission renders a deci-
sion on a petition after it
receives testimony on the
proposal at a public hear-
ing and reviews all written
evidence, including the pe-
tition, responsive brief, cor-
respondence, reply brief,
and reports from DCED. In
summary, the criteria are
outlined below:

1. the territory must be
compatible in character
with the annexing city;

2. the territory must exhibit
a reasonable need for
city government;

| Sit"i'ﬂ'h :
\ l st )

iesel §

One of the businesses operating inside the area proposed for annexation
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3. the annexing city must
be able to provide es-
sential city services to
the territory better than
another existing city or
an organized borough;

4. the territory, in combina-
tion with the area inside
the existing city, must
have the human and
financial resources to
provide essential city
services on an efficient,
cost-effective level;

5. the population of the
territory, when com-
bined with the popula-
tion inside the existing
city, must be sufficiently
large and stable to sup-
port city government;

6. the proposed new city
boundaries must include
all land and water nec-
essary to provide the full

development of essential
city services on an effi-
cient, cost-effective level;

. the territory must be con-

tiguous (unless a compel-
ling reason exists for
annexation of non-con-
tiguous territory);

. the proposed boundaries

must include only the ex-
isting local community,
plus reasonably predict-
able growth, develop-
ment, and public safety
needs during the 10 years
following annexation;

. the proposed boundaries

must not include entire
geographical regions or
large unpopulated areas,
except when such is justi-
fied by other annexation
standards;

10. annexation must serve the

broad public interest;

=859 O

11.

12.

the annexing city must
present a suitable plan for
the assumption of all appro-
priate powers, duties, rights,
functions, assets, and liabili-
ties relating to annexation;
the plan must have been
prepared in consultation
with appropriate local gov-
ernment officials;
annexation cannot deny
any person civil or political
rights because of race,
color, creed, sex or national
origin.

Sections 1 through 12 of this

report summarize the views of
the parties and other inter-
ested persons and organiza-
tions. Those sections also
present DCED’s analysis and
conclusions with respect to the
annexation proposal.
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Section 1

Compatibility of the Territory and Existing City

A. The Standard

State law provides that an
area may be annexed to a
city only if the LBC determines
that it is compatible in charac-
ter with the annexing city.
Specifically, 3 AAC 110.100
provides as follows:

The territory must be com-
patible in character with the
annexing city. In this regard,
the Commission wiill, in its dis-
cretion, consider relevant fac-
tors, including the:

(1) land use and subdivision
platting;

(2) salability of land for
residential, commercial, or
industrial purposes;

(3) population density;

(4) cause of recent popu-
lation changes; and

(5) suitability of the terri-
tory for reasonably antici-
pated community purposes.

B. Views Expressed by
Ketchikan in its Petition

The City’s amended peti-
tion includes a half-page
statement in support of its
position that the territory and

Ketchikan Autobody & Glass within the territory proposed for annexation

the area within the exist-
ing boundaries of the City
are compatible.
(Amended Petition, Ex-

hibit H, page 5). The fol-
lowing is a summary of
the City’s views on this
point.

The City is the center
of residential and busi-
ness activity within the
greater Ketchikan
community.

The territory is largely
comprised of residen-
tial and commercial
properties compatible
with properties cur-
rently within the City.
Existing commercial
development in the
territory is a continua-
tion of the commercial
corridor that runs
through the City. Resi-
dential development
within the area is simi-
lar to that found in the
City.

Land use and platting
in the territory are
comparable with that
inside the City. The
characteristics of the
territory and its inhabit-
ants are indistinguish-
able from the City and
its residents in the con-
text of this standard.
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C. Views of the
Respondent and
Correspondents

oooooooooooooooooooo

(1) Views of the Respon-
dent SSA

Respondent SSA wrote
the approximate equiva-
lent of one page contend-
ing that the character of
SSA and the City are in-
compatible. (SSA Brief,
pages 23-24). The views of
SSA regarding such are
summarized below. Sev-
eral of the points ex-
pressed by SSA regarding
this standard are virtually
identical to points made
earlier by the Borough in its
letter of May 4, 1999. For
the sake of brevity, those
points (marked by an as-
terisk [[1] in this and subse-
guent sections of this
report) will not be re-
peated in the discussion of
the Borough’s views.

= Although the territory is
becoming increasingly
urban in character, re-
cent and projected
commercial develop-
ment is nearly one mile
from the City limits. The
intervening area is no
more urban than much
of the area along North
and South Tongass
Highway outside the
City.

0 While economic activi-
ties and lifestyles of resi-
dents of the territory are

similar to those of City resi-
dents, they are more simi-
lar to those of residents in
the remainder of the Bor-
ough. Residents of the
latter typically rely on self-
contained roof catch-
ment systems for water
and either on-site or
ocean outfall sewer sys-
tems. In contrast, City
residents receive public
water and sewer service,
Borough bus service, and
City street plowing.

People chose to live out-
side the City often be-
cause of reduced
infrastructure cost and
the lower population den-
sity. The population den-
sity in the territory is
significantly less than that
within the City.

Even if annexed, the terri-
tory would bear greater
similarity to the remaining
out-of-City areas of the
Borough than the City be-
cause it would not enjoy
services such as public
water, sewer or City refuse
collection. The City’s
petition does not propose
any schedule to bring
those City services to the
territory.

If the character of SSA is
compatible with the City,
much of the develop-
ment along North Tongass
Highway to the Mile 10
area is similarly compat-
ible to the City. The City’s
stated reasons for the

proposed annexation
would appear to apply as
well to areas immediately
north of the proposed
boundary and adjacent to
the Ketchikan International
Airport.

ooooooooooooooooooooooo

(2) Views of the KGB and other
Correspondents

The Borough wrote the
equivalent of a half-page dis-
puting the City’s assertion in its
original petition that the terri-
tory and the area within the
City are compatible. (KGB let-
ter, pages 9 — 10) All of the
views on this point expressed in
the KGB letter were included in
SSA’s Brief.

The petition opposing an-
nexation that was signed by
258 individuals states that, “The
character of the SSA territory is
not compatible with the City.
Lifestyles, population densities,
and supporting infrastructure
within SSA are clearly more
similar to other non-City por-
tions of the Borough than they
are to the City.”

D. Views Expressed by
Ketchikan in its Reply Brief

The City affirms the view ex-
pressed in its amended peti-
tion that commercial and
residential development in the
territory is an extension of that
found in the City. (Reply Brief,
page 23) Additionally, the City
notes that SSA conceded in its
April 30, 1999 reply brief that,
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“Without question, the area
known as the North Tongass
Addition is becoming increas-
ingly urban in character.”
(Ibid., page 3) Further, the City
stresses that the Borough has
acknowledged that the eco-
nomic activities and lifestyles
of those living in the territory
proposed for annexation are
similar to those living in the
City. (Ibid., page 23)

E. DCED’s Views

(1) The territory is not required
to be “more similar” to the City
than it is to other areas of the
Borough.

'ltll Il (]|
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acter with the area inside the
corporate boundaries of the
City.” It does not require, as
SSA and the Borough infer,
that the territory is “more simi-
lar” to the City than itis to
any other area of the Bor-
ough outside the City.2

Cities in Alaska are typi-
cally aggregations of differ-
ent parts, with each having
characteristics that are dis-
tinctly different from other
parts of the same city. Simi-
larly, territory approved by
the Commission for annex-
ation to a city is often com-
prised of areas with
noticeably different charac-
teristics. The most recent de-

" "Il" Thai
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Narrows Inn located within the area proposed for annexation serves tourists and
other visitors to Ketchikan

The respondent SSA and
the Borough misinterpret and
misapply the standard at issue.
The law requires, as a condi-
tion for annexation, that the
territory proposed for annex-
ation is “compatible” in char-

cision rendered by the Com-
mission is a case in point.

On September 3, 1999,
the LBC approved the an-
nexation of 19.5 square miles
to the City of Kodiak. The

“Compatible” is defined in
Webster’s New World Dictio-
nary, Second College Edition,
as, “capable of living to-
gether harmoniously or get-
ting along well together; in
agreement; congruous . . .”
The standard at issue does
not require an area pro-
posed for annexation to be
identical or even similar in
character to an annexing
city. Rather, the character of
the two areas must be har-
monious — capable of work-
ing together.

8 It should not be inferred that
DCED accepts the premise
that the territory has more in
common with areas other
than the City. Since the issue
is irrelevant, it has not been
examined.

Commission formally con-
cluded in that case that
although the territory pro-
posed for annexation was
comprised of three areas
with divergent characteris-
tics, they were all compat-
ible with the area inside the
current boundaries of the
City of Kodiak. Of the 19.5
square miles approved for
annexation, 2.4 square
miles were characterized
as urban and densely
populated, 5.4 square miles
were considered to be ru-
ral and sparsely populated,
and the remaining 11.7
square miles were uninhab-
ited. (LBC decisional state-
ment regarding Kodiak
annexation, page 10, Sep-
tember 3, 1999, hereinafter
“Kodiak Decision”)
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The preceding discus-
sion is intended to pro-
mote a better
understanding of the stan-
dard at issue. Itis notin-
tended to infer that DCED
considers SSA to be dis-
tinctly different in terms of
its character as com-
pared to areas presently
within the corporate
boundaries of the City. As
is discussed in the remain-
der of this section of the
report, the two areas
have a great deal in com-
mon.

(2) The territory and the
City are compact.

One of the more con-
spicuous characteristics of
the territory proposed for
annexation is that it is
compact. The territory
comprises 1.2 square
miles, 36% of which is wa-
ter (Tongass Narrows).

In comparison, the aver-
age size of a proposal
approved by the Local
Boundary Commission
for annexation to a city
using the legislative re-
view process during the
1990s has been 10.45
square miles; the me-
dian figure is 4.75 square
miles. Thus, the size of
the territory proposed
for annexation to the
City of Ketchikan is 89%
smaller than the aver-
age city legislative re-

view annexation in this de-
cade and 75% smaller than
the median figure.

The current boundaries of
the City of Ketchikan are
also small in comparison to
other cities in Alaska. The
City’s present boundaries en-
compass 3.8 square miles,
18% of which is water. Only
twenty-five of the 145 city
governments in Alaska have
corporate boundaries that
encompass less area than
those of the City of Ketchi-
kan. Twenty of those smaller
cities are second class city
governments, five are first
class city governments, and
none has attained the status
of Ketchikan as a home rule
city. Further, none of the
twenty-five cities had a
population even reaching
900 in 1998. In comparison,
the population of the City of
Ketchikan in 1998 was 8,460.

i
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In addition to being com-
pact, the two areas in question
are contiguous. It is difficult to
conceive that any areas that
are contiguous and as com-
pact as the two areas in this
case have incompatible char-
acteristics in the context of the
standard at issue. More spe-
cific characteristics of the two
areas are examined in the re-
mainder of this section.

(3) The absence of certain
public services is not a basis
for incompatibility.

Contrary to the views of SSA
and the Borough, the fact that
the territory presently lacks a
public water system, bus ser-
vice, municipal street mainte-
nance, or City garbage
service does not support a
conclusion that it is incompat-
ible with the City. The bound-
aries for the delivery of such

g
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Cruise ships at the City docks
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services are transitory — they
could change in a brief period
of time.

Evidence of the ephemeral
nature of service delivery
boundaries is found in the fact
that the Ketchikan City Council
recently took the initial step to-
ward extending water utility
service to a portion of the terri-
tory proposed for annexation.
On July 15 of this year, the City
Council authorized the expen-
diture of $59,031 to design an
extension of the City water util-
ity to serve the approximate
southeastern one-third of the
territory proposed for annex-
ation (as far as the southeast-
ern intersection of the Tongass
Highway and Shoreline Drive).

Although City officials pres-
ently have no specific plans to
design extensions of the water
utility beyond the southeastern
intersection of the Tongass
Highway and Shoreline Drive,
when such occurs, it will likely
involve branch lines with one
serving Shoreline Drive and the
other serving properties uphill
of the Tongass Highway. (Reply
Brief, Exhibit G and August 16,
1999 letter from City).°

Regarding bus service, Bor-
ough officials currently recog-
nize that there is a demand for
that service in the territory and
that the demand will increase
significantly once major com-
mercial development occurs.®
The Borough Assembly
adopted a transit develop-
ment plan on September 20,
1999 which calls for the exten-

sion of bus service to the terri-
tory. Under phase | of the
plan, bus service would be
extended to Wal-Mart. Un-
der phase Il, bus service
would be extended to Ward
Cove, beyond the territory
proposed for annexation.

City snowplows would be-
gin serving the territory fol-
lowing annexation. The City
would maintain all roads in
the territory except the
Tongass Highway which
would continue to be main-
tained by the State. The City
indicates in its petition that it
plans to assume responsibility
for maintenance of Shoreline
Drive following annexation.
That roadway is currently
maintained by the State.

Solid waste collection in
the territory proposed for an-
nexation is regulated by the
Alaska Regulatory Commis-
sion under AS 42.05. Tongass
Sanitation, Inc., currently
holds “Certificate of Public
Convenience and Necessity
Number 201” authorizing it to
provide residential and com-
mercial solid waste collection
service in the greater Ketchi-
kan area outside the bound-
aries of the City of Ketchikan
and the City of Saxman as
those boundaries existed on
January 1, 1973. (Don Baxter,
Alaska Regulatory Commis-
sion) Because the bound-
aries of the City of Ketchikan
have expanded since 1973,
Tongass Sanitation holds the
right to provide solid waste

® In terms of the critics’ argu-
ment, it is also noteworthy
that a few undeveloped
areas within the current
boundaries of the City, such
as the “Ketchikan Lakes”
area, lack City water and
sewer utility service. Simi-
larly, many areas within the
current City lack bus service.

10 Tim Garton, Deputy Director
of Transportation for the
Borough, indicated on Au-
gust 12, 1999 that there is
currently a demand for bus
service in the territory as well
as other parts of the Bor-
ough such as Saxman, lo-
cated immediately south of
Ketchikan. Further, he ac-
knowledged that the de-
mand for such service
would grow significantly
when the projected com-
mercial development in the
territory occurs.

collection within the post-
1973 parts of the City.
Tongass Sanitation’s service
area would not automati-
cally change as a result of
annexation. Any change in
the Tongass Sanitation ser-
vice area requires approval
by the Regulatory Commis-
sion of Alaska.

(4) A careful examination
of population density sta-
tistics supports a conclu-
sion that the two areas in
question are compatible.

SSA and the Borough
suggest that the two areas
are incompatible because,
in part, the population den-
sity in the territory is signifi-
cantly less than it is within
the existing boundaries of
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11 The 1998 population of the
City was 8,460; the current
City boundaries encompass
2,436 acres (which results in a
population density of 3.473
persons per acre or 2,223
persons per square mile).
The estimated 1990 popula-
tion of the territory proposed
for annexation was 486; the
size of the territory is esti-
mated to be 792 acres
(which results in a population
density of 0.614 persons per
acre or 393 persons per
square mile.) Itis noted that
SSA incorrectly stated on
page 24 of its analysis that
the population density of the
territory is 1.6 persons per
acre (or 1,024 persons per
square mile).

2. The City of Kiana is the sec-
ond most densely populated
city with 402 residents inside
an area of 0.3 square miles
(1,340 persons per square
mile).

13 The average population
density of Alaska’s 145 cities
is 41.04 persons per square
mile. The City of Houston,
with a population density of
37.9 persons per square mile,
is the median.

4 The current City boundaries
encompass 1,999 acres of
land and 437 acres of sub-
merged land (water), which
results in a population density
of 4.232 persons per acre of
land or 2,709 persons per
square mile of land. The terri-
tory is estimated to encom-
pass 504 acres of land and
288 acres of submerged
lands, which results in a
population density of 0.964
persons per acre or 617 per-
sons per square mile.

the City. Methodology
used by SSA and the Bor-
ough to calculate popu-
lation density indicates
that 2,223 persons per

square mile live within the
current boundaries of the
City and 393 persons per
square mile live in the terri-
tory.'* Those figures indicate
that the population density
of the City is 5.7 times
greater than the territory pro-
posed for annexation. How-
ever, a more thoughtful
consideration of this factor
fails to support the views of
the critics that the two areas
are incompatible because
of such differences in popu-
lation density. DCED offers
five principal points that are
relevant for further consider-
ation of the population den-
sity factor.

First, it should be recog-
nized that the City of Ketchi-
kan is, by far, the most
densely populated city gov-
ernment in Alaska.
Ketchikan’s population den-
sity is, in fact, two-thirds
greater than that of the sec-
ond most densely populated
city government in Alaska.'?
Further, the population den-
sity within the City of Ketchi-
kan is 54.2 times greater than
the average population den-
sity of all 145 city govern-
ments in Alaska (and 58.7
times greater than the me-
dian figure).®* Thus, it is not
surprising that the City of
Ketchikan has a substantially
higher population density
than the territory proposed
for annexation.

Second, although the
method of calculating the
population densities was

technically correct, an alterna-
tive method is warranted given
the particular characteristics of
the areas involved. Addition-
ally, the population data used
in the calculations are not
comparable. Regarding the
methodology, the calculations
were made without excluding
submerged lands (i.e., areas
offshore in Tongass Narrows)
within the two areas in ques-
tion. The territory proposed for
annexation contains, in relative
terms, twice as much sub-
merged land as the City. As
such, the territory would natu-
rally tend to have a lower
population density. Just over
thirty-six percent of the territory
proposed for annexation con-
sists of the Tongass Narrows,
whereas the comparable fig-
ure for the area inside the cur-
rent City is slightly less than
eighteen percent.’* Addition-
ally, the population figure for
the territory used by the City,
Borough, and SSA is nine years
old, whereas the figure for the
City’s population is only one
year old. Population figures for
cities in Alaska are updated
annually by the State Demog-
rapher. Such is not the case
for service areas. However, the
Borough itself estimated the
1998 population of the Shore-
line Service Area to be 541 for
State Revenue Sharing pur-
poses. That figure was ac-
cepted by DCED. (Bill Rolfzen,
DCED)

By excluding submerged
lands in both areas and using
the Borough’s more contem-
porary population estimate for
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SSA, the population density of
the territory proposed for an-
nexation is more accurately
reported as 687 persons per
square mile of land. The com-
parable figure for the City is
2,709 persons per square mile.
With these adjustments, the dif-
ference in the population den-
sities of the two areas narrows
by 31.6% from a ratio of 5.7:1 to
a ratio of 3.9:1.

The third point is that popu-
lation densities are far from uni-
form throughout the existing
City. For purposes of the 1990
Census, the City was included
in various “Block Numbering
Areas” (BNAs). The City’s
population density within these
various BNAs ranged from a
low of 26 persons per square
mile to a high of 4,225 persons
per square mile (land and wa-
ter included). Asis shown on
the map above, the 1990

population density of the
portion of the City adjoining
the territory proposed for an-
nexation was only 26 persons
per square mile.®

Fourth, it must be recog-
nized that population densi-
ties are not always a
reasonable gauge of the ex-
tent to which an area is de-
veloped. For example, one
would typically expect an
inverse relationship between
the degree to which an area
is used for commercial pur-
poses and the population
density of that area. On the
other hand, a direct relation-
ship would typically exist be-
tween the extent of an
area’s commercial develop-
ment and its property values
expressed in per capita
terms. In other words, an
area that contains extensive
commercial development

15 Ingrid Zaruba of the Alaska
Department of Labor and
Workforce Development ad-
vised LBC staff that the City
of Ketchikan was included in
four BNAs for purposes of the
1990 Federal Census. These
were BNA 9688 which in-
cluded 3,658 City residents;
BNA 9688.99 which included
37 City residents and was an
enclave within BNA 9688,
BNA 9687 which included
4,563 City residents, and BNA
9686 which included 5 City
residents. George Plumley,
DCED Cartographer, esti-
mated that BNA 9688 (includ-
ing BNA 9688.99)
encompassed 2.53 square
miles of the City, BNA 9687
encompassed 1.08 square
miles of the City, and BNA
9686 encompassed 0.19
square miles of the City.
Thus, the 1990 population
density of that portion of the
City within each of the BNAs
was as follows: BNA 9688 (in-
cluding BNA 9688.99) —
1,460.47 persons per square
mile; BNA 9687 — 4,225 per-
sons per square mile, and
BNA 9686 — 26.31 persons per
square mile. BNA 9686 con-
tains the part of the City ad-
joining the territory proposed
for annexation.

(or properties reserved for
such) is likely to have a
lower population density
but higher per capita prop-
erty value than an area de-
veloped or reserved for
residential purposes.

The current per capita
assessed value of the terri-
tory proposed for annex-
ation is two times greater
than the area within the
City.'* Anticipated devel-
opment in the territory
coupled with the prospect
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16 The per capita assessed value

of the territory is $116,230
($62,880,600 per page 3 of
amended petition divided by
541, the Borough’s estimate of
population in the Shoreline
Service Area). In contrast, the
per capita assessed value of
the area within the current
City is $58,284 ($493,083,200
per page 3 of the amended
petition, divided by 8,460, the
1998 population of the City).
$116,230 divided by $58,284
equals 1.994.

" Table 29 of the July 15, 1999

impact study by the City
projects that a 6.4 mill prop-
erty tax on the 138,000 square
foot development would gen-
erate $96,000 in 2004; the as-
sessed value of the 138,000
development extrapolated
from those figures is
$15,000,000. This would boost
the assessed value in the terri-
tory to $77,880,600 or $143,957
per capita. The study further
projects that revenue from a
6.4 mill tax on property in the
existing City would be $48,000
less as a result of the entrance
of mass merchandisers; the
projected loss suggests a de-
cline in the assessed value of
the existing City of $7,500,000.
This would reduce the as-
sessed value of the City to
$485,583,200 or $57,398 per
capita. $143,957 divided by
$57,398 equals 2.508. Of
course, this analysis makes no
allowance for the prospect of
other development or popula-
tion growth either in the terri-
tory or the existing City.

18 The population density of the

land in all cities in Alaska is
55.83 persons per square mile.
The comparable figure for
cities with a population in ex-
cess of 500 is 87.2 persons per
square miles. Figures extrapo-
lated from data provided by
Laura Walters of DCED.

for declining commercial
property values in the exist-
ing City reasonably suggest
that the per capita assessed
value of the territory may in-
crease to 2.5 times that of
the existing City within five
years.!” Such data offer
compelling evidence that
the territory is developed or
suitable for development.

Fifth, it is important to
note that although there is
considerable difference in
the population densities of
the two areas in question,
the territory proposed for an-
nexation is densely popu-
lated in its own right (at least
by Alaska standards). SSA
itself stated that, “The terri-
tory is not ‘sparsely inhab-
ited.’ Indeed, the SSA
community is home for 486
people. That is enough to
meet the State’s population
standards for incorporation
as a first class city.” (SSA Brief,
pages 27 and 31) With 687
persons per square mile of
land, the territory proposed
for annexation is more
densely populated than
ninety-three percent of
Alaska’s incorporated cities
including Wrangell, Peters-
burg, Craig, Cordova,
Waisilla, Homer, Kenai, Nome,
and 127 others. The popula-
tion density of the land in the
territory proposed for annex-
ation is 12.3 times greater
than the average of all 145
cities in Alaska. Even if the
comparison is limited to
Alaska’s more populous cit-

ies, the population density of
the territory is still 7.9 times
greater than the average of
the 57 cities in Alaska with
populations in excess of 500.1®

(5) The territory and City have’
compatible land use and plat-
ting characteristics.

An examination of maps
included with the City’s peti-
tion demonstrates that the ter-
ritory and the City share similar
characteristics with respect to
subdivision of property. Exhibits
C-1, C-2A, and C-2B of the
City’s amended petition show
that much of the land in the
territory proposed for annex-
ation bordering Tongass Av-
enue and Shoreline Drive has
been subdivided into lots that
are similar in size to adjacent
properties within the current
boundaries of the City. (See
the maps on the following

page.)

The territory proposed for
annexation also includes a
number of larger parcels, one
of which is under development
as a Wal-Mart Shopping Cen-
ter. There are several similarly-
sized parcels within the existing
boundaries of the City.

The territory and the area
within the existing City are sub-
ject to similar land uses. Both
areas contain a mixture of resi-
dential and commercial prop-
erties.

The territory proposed for
annexation contains extensive
privately owned lands. This is
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Comparison of Subdivision Characteristics in the Territory Proposed for Annexation
and the Existing City -- Small Lots

Comparison of Subdivision Characteristics in the Territory Proposed for Annexation
and the Existing City -- Large Lots
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19 Figures based on 1999 local
assessed values and 1998
populations. 1999 assessed
value figures for Anchorage,
Juneau, Sitka, Wrangell,
Ketchikan Gateway Borough,
and Petersburg were provided
by Steve Van Sant, State Asses-
sor. Assessed value figures for
the City of Ketchikan and SSA
taken from the City’s
amended petition.

reflected, in part, by the
nearly $62.9 million in as-
sessed value for the terri-
tory. That figure is the
equivalent of $116,230 per
resident. As noted in Sec-
tion 1 E (4) of this report, the
per capita value of the ter-
ritory is twice that of the
City. As was also previously
indicated, reasonably an-

ticipated development in
the territory is projected to
boost the per capita as-
sessed value of the territory
to $143,957 within five years-
an increase of 23.9%.

Further insights into the
character of the territory pro-
posed for annexation are
gained by comparing its per
capita assessed value with
figures for various municipali-
ties as shown in Chart 1-A.%°

(6) The two areas in ques-
tion are part of the same
community.

The territory proposed for
annexation and the area
within the existing City are

reasonably viewed as parts of
the same community. 3 AAC
110.920(a) provides standards
for the determination of a
community by the LBC. The
law provides that the Commis-
sion will consider such factors
as whether the people “reside
permanently in a close geo-
graphical proximity that allows
frequent personal contacts
and has a population density
that is characteristic of neigh-
borhood living.” The Borough’s
previously noted admission
that residents of the territory
and the City share economic
activities and lifestyles relates
directly to those factors. So,
too, does the acknowledg-
ment by SSA that the territory
proposed for annexation is be-

Chart 1-A Per capita assessed value comparison
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coming more urbanized. Fur-
ther, it is evident from the dis-

cussion in Section 1 E (4) of this

report that the population
densities of the two areas are
characteristic of neighbor-
hood living.

3 AAC 110.920(a) also pro-
vides for consideration of
whether the people “residing
permanently at a location are

a discrete and identifiable unit,
as indicated by such factors as

ployment, and share other
economic interests. The two
areas also share common
means of transportation (i.e.,
Tongass Highway, Ketchikan
terminal for the Alaska Ma-
rine Highway, local harbors,
Ketchikan International Air-
port, etc.).

Voter registration and pre-
cinct boundaries differ be-
tween the two areas, of
course, because of necessity
in conducting
City and Bor-

View of Ketchikan and the airport

school enrollment, number of
sources of employment, voter
registration, precinct bound-
aries, permanency of dwelling

units, and the number of com-

mercial establishments and
other service centers.” Stu-
dents who live in the territory
proposed for annexation at-
tend the same schools as
those who live in the City.
Again, as the Borough noted,
residents of the two areas
have common economic in-
terests. That is, people in the
two areas in question shop at
the same stores, have access
to the same sources of em-

ough elections.
It is noted in
that regard,
however, that 3
AAC 110.920 s
a general provi-
sion; the factors
relating to pre-
cinct bound-
aries and voter
registration are
not relevant for
consideration in
this particular
instance.?

Lastly, DCED considers it
noteworthy that of the forty-
five letters offering com-
ments on the petition by
interested parties, all but
eight were written by indi-
viduals and organizations list-
ing Ketchikan as their
address.?t Further, of the 258
individuals that signed the
petition, 231 listed Ketchikan
as their residence. In other
words, 82% of the correspon-
dents opposed to annex-
ation and 90% of those that
signed the petition in opposi-

tion to annexation consider
“Ketchikan” to be their
place of residence.

(7) Conclusion: The terri-
tory proposed for annex-
ation and the area with in
the City are compatible in
character.

The two areas in ques-
tion are quite compact
and contiguous. While cer-
tain services enjoyed by
most City residents are
presently lacking in the ter-
ritory, such is not a basis for
concluding that the two
areas are incompatible.

Although the City as a
whole has a population
density approximately four
times greater than the terri-
tory, even greater varia-
tions exist within different
parts of the existing bound-
aries of the City. Further,
differences in population

20 AS 15.10.040 dictates that,
“Whenever practicable,
precinct boundaries shall
conform to municipal
boundaries.” Consider-
ation of precinct bound-
aries would be relevant
when dealing with the in-
corporation of a new city
or borough government.

2 Four individuals wrote from
Ward Cove, one of whom
corresponded twice. Ad-
ditionally, one individual
wrote from Deep Bay -
Moser Bay, Alaska; one
wrote from Eatonville,
Washington, and one
wrote from Marysville,
Washington.
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density are not always a
reasonable measure of
compatibility. With a
population density
greater than 93% of
Alaska’s 145 city govern-
ments and per capita as-
sessed value two times
greater than the City of
Ketchikan, the territory
proposed for annexation
is highly developed in its
own right.

The analysis of maps,
aerial photos, and other
data in Section 1 E (5) of this
report demonstrate that the
territory proposed for annex-
ation and the City have
compatible land use and
platting characteristics.
Lastly, and most significantly,
Section 1 E (6) provides
strong evidence that the ter-

O%%@
Section 2

ritory proposed for annexation
and the area within the exist-
ing City are parts of the same
community. DCED concludes
from this that the territory pro-
posed for annexation is indeed
compatible in character with
the area inside the current
boundaries of the City. As
such, the standard set out in 3
AAC 110.100 is clearly satisfied.

Need for City Government in the Territory

A. The Standard

State law specifies that
an area may be annexed
to a city provided, in part,
that the LBC determines
there is a reasonable
need for city government
in the area. Specifically, 3
AAC 110.090(a) states as
follows:

The territory must ex-
hibit a reasonable need
for a city government. In
this regard, the commis-
sion will, in its discretion,
consider relevant factors,
including:

(1) existing or reason-
ably anticipated social or
economic problems;

(2) existing or reason-
ably anticipated health,
safety, and general wel-
fare problems;

(3) existing or reasonably
anticipated economic de-
velopment;

(4) adequacy of existing
services; and

(5) extraterritorial powers
of adjacent municipalities.

B. Views Expressed by
Ketchikan in its Petition

The City wrote four pages
in support of its position that
there is a need for city gov-
ernment in the territory.
(Amended Petition, Exhibit H,
pages 1 -4) Other parts of
the original and revised peti-
tion provide additional infor-
mation relevant for
consideration in this regard.
In particular these materials
include the amended Transi-
tion Plan (Exhibit F, page 2)
the original petition (page

17), and the January 20, 1999
memorandum from the City
Fire Chief (Exhibit I-3). The fol-
lowing is a summary of the
City’s views concerning the
need for City government as
expressed in its petition.

= The territory is becoming
one of the more extensively
developed commercial ar-
eas in the Borough. In addi-
tion to significant existing
development, the territory is
the planned site for a
64,000 square foot Wal-Mart
shopping center; an addi-
tional 74,000 square feet of
commercial development is
expected within five years.

= The territory currently re-
ceives local government
services associated with ru-
ral and residential areas of
the Borough. These include
education, tax collection,
zoning, planning, and ani-
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mal control. Addition-
ally, the Borough has
the power to provide
water utility service
and fire protection
within SSA, however,
water utility powers are
not exercised in that
service area.

The City provides ser-
vices and facilities that
currently benefit the
territory. These include
the hospital, emer-
gency medical ser-

vices, emergency
dispatch services,

mental health and sub-
stance abuse treatment,
harbors, port facilities, li-
brary, museum, civic cen-
ter, solid waste disposal,
cemetery, electricity, and
telephone service.

The State of Alaska provides
certain services in the terri-
tory. These include mainte-
nance of the North Tongass
Highway, limited building
inspection by State Fire
Marshal staff in Juneau,
regulation of on-site sanitary
sewage systems, and law
enforcement.

The greatest need for mu-
nicipal services in the terri-
tory is for law enforcement.
Currently, six State Troopers
cover the estimated 1,748
square miles within the Bor-
ough but outside the City
and also serve the distant
community of Hyder. In
contrast, the City employs
twenty-three officers to
serve the 3.8 square miles

within the City. Troopers
lack the resources to pro-
vide full-time service. The
anticipated commercial
development in the terri-
tory will render it much
more difficult for the
Troopers to respond to
traffic accidents and traf-
fic violations in the terri-
tory. Shoplifting, theft,
vandalism, and other
more serious crimes in the
territory are also likely to
increase. The City
projects that commercial
development in the terri-
tory will generate more
than 275 calls for police
service annually. The City
plans to add three officers
to meet this need, bring-
ing the total number of
City Police officers to
twenty-six.

The territory also requires
improved fire and emer-
gency medical services.

Ted Ferry Civic Center in Ketchikan, one of the City facilities serving the entire community

Based on the antici-
pated development in
the territory, National
Fire Protection Associa-
tion (NFPA) standards
will require an initial re-
sponse capability of
three engines, one lad-
der truck, one chief of-
ficer, two EMS personnel,
and at least sixteen fire
fighters. SSA presently
has only two engines,
one tanker, and twelve
volunteer firefighters.
SSA relies on the City to
assist in fighting any sig-
nificant fires. However,
mutual aid agreements
will not reduce SSA’s re-
sponsibility to provide
the facilities and person-
nel required by the NFPA
standards. Further, the
City is not compensated
for mutual aid service.
When the territory was
sparsely developed it
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had minimal needs for
City services and could
not generate sufficient
revenue to support
separate services or to
meaningfully contribute
to City services. How-
ever, those circum-
stances have changed.

= The territory lacks a local
governmental structure
to maintain streets and
drainage. The esti-
mated 2.5 miles of col-
lector streets in the
territory either go with-
out maintenance or are
maintained by adjoining
property owners.

= The State of Alaska and
the City of Ketchikan
are the only govern-
ments capable of meet-
ing the public works and
public safety needs of
the territory. Given the
State’s financial chal-
lenges, it is unlikely that

the State will respond to
growing service needs in
the area. The Borough
does not exercise areaw-
ide or non-areawide pub-
lic safety and public
works powers sufficient to
meet the growing needs
of the territory. It would
be cost-prohibitive and
inefficient for the Borough
to do so.

C. Views of the
Respondent and
Correspondents

(1) Views of the Respondent
SSA

The respondent SSA wrote
the equivalent of nearly five
pages in support of its view
that SSA does not exhibit a
reasonable need for city
government. (SSA Brief,
pages 16 - 21). The views of
SSA regarding such are sum-

City of Ketchikan ambulance

marized below. Two of the
points expressed by SSA re-
garding this standard were
similar to points made eatrlier
by the Borough in its letter of
May 4. Those points are
marked by an asterisk ([J) and
are not repeated in the subse-
qguent summary of the
Borough’s views on this issue.

There is no foundation for
the City’s statements that,
“The North Tongass Addition
can no longer exist with
minimal government given
the commercial growth ex-
perienced to date and that
which is projected to occur
in the immediate future. The
State of Alaska and the City
of Ketchikan are the only
governments fully capable
of fulfiling the public works,
fire protection and law en-
forcement needs that are
required by the area.” (Em-
phasis by SSA) Obviously,
the area will still “exist” if it is
not annexed. Secondly,
there are reason-
able alternatives to
providing services
other than annex-
ation. (Note: SSA’s
views on the latter
point are identified
in Section 3 of this
report.)

O The City’s
assertion that the
Wal-Mart facility
“will be by far the
largest single retail
operation in the
Ketchikan Commu-
nity” is incorrect.
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The Plaza Port West com-
mercial retalil facility, lo-
cated at the geographic
heart of the City, is approxi-
mately three times the size
of the proposed Wal-Mart
facility.

The Ketchikan Pulp Com-
pany (KPC) employed 544
people in 1995 at its Ward
Cove industrial site approxi-
mately eight miles north of
the City. The KPC facility
was valued at $65,066,800
in 1997. If that facility did
not require City fire or po-
lice services during its nearly
50 years of operation, it is
difficult to understand how
a substantially smaller facil-
ity with lower employment
requires such services. To
date, SSA residents or busi-
nesses, including Wal-Mart,
have not requested City
services.

SSA meets the governmen-
tal service needs of the ter-
ritory. The record of the
lengthy deliberations by the
KGB Planning Commission
and Assembly regarding
the proposed Wal-Mart de-
velopment supports the
contention that SSA is ca-
pable of providing needed
services. Inresponse to
guestions concerning the
adequacy of fire protection
services, the developer
committed to installing a
92,000-gallon water tank
to provide adequate water
capacity for SSA fire sup-
pression service.

NFPA standards are not
laws; further, they “are
constantly evolving”. Few
departments fully meet all
NFPA standards at all
times. Even if the City is
correct that SSA cannot
meet NFPA standards for
the planned develop-
ment, the City’s judge-
ment should not be
substituted for that of the
owners and residents of
affected properties, SSA
Board, KGB administra-
tion, or Assembly. Devel-
opment has been
proceeding with full un-
derstanding and accep-
tance of SSA’s limitations.

If the City withdrew from
the mutual aid agree-
ment with SSA, it would
diminish fire protection
service within the City as
well. Since 1990, SSA has
responded to eleven re-
guests from the City for
mutual aid. Three of
those responses required
tankers and other equip-
ment that was available
to the City only through
mutual aid support. The
other incidents simply ex-
ceeded the City’s avalil-
able equipment or staff.

The City presently enjoys
an ISO rating of 4; while
SSA has an ISO rating of 8.
Lower ISO ratings gener-
ally equate to lower insur-
ance premiums. If
annexed, the territory
would be immediately
granted an ISO rating of

4. However, upon the
next ISO inspection, the
territory would revert to
a rating of 8 if it did not
have a pressure water
system and hydrants.
The ISO has scheduled
its next evaluation of
Ketchikan in 2005. The
City does not promise to
provide a public water
system with fire hydrants.
However, SSA could de-
velop its own system.

= The City notes that resi-
dents and businesses in
the territory may want
and expect water and
sewer utility services but
that such would not be
extended simply by vir-
tue of annexation.
While water and sewer
utility services play an
important role in com-
munity development,
Wal-Mart and related
developers, like others
before them, have not
predicated their devel-
opment on the availabil-
ity of public water
systemes.

oooooooooooooooooooo

(2) Views of the KGB and
other Correspondents.

Like SSA, the Borough
contests the City’s view
that there is a need for city
services in the territory as
the petition was originally
filed. The equivalent of
more than four pages of
the Borough’s fourteen
page letter of May 4, 1999
were dedicated to this is-
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sue (pages 2 -5, and 9).
The following summarizes
the views expressed by the
Borough that are not sum-
marized above.

Fire service by the
Shoreline Fire Depart-
ment is adequate. The
territory is further pro-
tected by mutual aid
agreements with other
fire departments. The
existing capabillities of
the Shoreline Fire De-
partment could be en-
hanced with service
area fund balances (es-
timated to be $161,951
as of June 30, 1999)
coupled with increased
property tax revenues
resulting from antici-
pated development in
the territory (an addi-
tional $6,700 - $13,800
annually).

Police service in the terri-
tory is adequate. The
reported statement of
the Troopers that “the
Ketchikan Police De-
partment is better posi-
tioned to serve the
territory proposed for
annexation” falls far
short of the conclusion
that current resources
are inadequate to pro-
vide necessary public
safety coverage. State
Troopers can and do
provide the type of po-
lice service that a shop-
ping development in

the territory would re-
quire. For example, there
is a large Fred Meyer
shopping center outside
the City of Fairbanks that
relies upon Troopers for
police service. The Fair-
banks North Star Borough

has more than 83,000 resi-

dents, less than half of
whom receive city police
service.

If the ratio of retail space
to police calls for the pro-
posed Wal-Mart is the

same as the existing Plaza

Port West mall located in
the City, there will be an
average of fewer than
two calls per week. Even
if commercial develop-
ment grows by the full
138,000 square feet pro-
jected by the City, there
would be an average of
fewer than four calls per
week. The actual de-
mand for police service

may be less since the pro-

posed develop-
ment lacks the
attributes that
promote the
area becoming
“a gathering
place at night.”
Six state troop-
ers headquar-
tered in SSA
should be ad-
equate to meet
the demand for
police service.

D. Views Expressed by
Ketchikan in its Reply Brief

(1) Regarding adequacy of
existing services in general.

The City indicates that sub-
stantial opposition to its annex-
ation proposal was expected,
in part, because annexation
will increase ad valorem taxes
of property owners in the terri-
tory. According to the City,
assertions that existing services
are adequate depend on the
ability of the Shoreline Fire De-
partment, State Troopers, and
Alaska Department of Trans-
portation and Public Facilities
(DOT&PF) to adequately pro-
vide increased services to the
territory. The City stresses that
the pending Wal-Mart devel-
opment and associated
growth will dramatically
change the character of the
territory. The City notes that
establishment of a mass mer-

Ketchikan Police Station
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chandiser, theater complex,
grocery store, and fast-food
restaurant will result in higher
concentrations of people and
increased vehicular traffic for
extended periods of time re-
sulting in the need for addi-
tional public safety and public
works services which the City is
best able to provide.

ooooooooooooooooooooooo

(2) Regarding the need for
improved fire protection.

The following is a summary
of the views expressed by the
City in its reply brief regarding
the need for better fire protec-
tion in the territory proposed
for annexation.

< The City takes life and
safety issues seriously and
has not overstated the im-
portance of meeting NFPA
standards. The Borough
should do likewise. How-
ever, it has made no provi-

sion to prepare for in-
creased fire fighting
needs in the territory de-
spite the imminent signifi-
cant commercial
development in the terri-
tory.

The argument that SSA’s
Fire Department could be
upgraded to meet NFPA
requirements as an alter-
native to annexation rep-
resents a grossly inefficient
approach for a
community the size of
Ketchikan. It would result
in two independent fire
departments located less
than two miles apart —
each with three engines,
one ladder truck, one
chief officer, and not less
than sixteen fire fighters.

The Borough’s belief that
the $160,000 Shoreline Ser-
vice Area fund balance

and additional in-
come from property
taxes may be sufficient
to upgrade SSA’s fire
department to meet
NFPA standards is un-
realistic. The City’s
current fire-suppression
budget equals
$938,316.

The Borough’s com-
parison of the KPC fa-
cilities to the territory
proposed for annex-
ation is disingenuous.
First, the Borough infers
that since the KPC fa-
cilities at Ward Cove
were never annexed
to the City of Ketchi-
kan, they did not need
City services. The Bor-
ough then stresses that
the KPC facilities were
more valuable and
employed more

Froposed
Wal-Mart
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people than the
planned Wal-Mart. The
Borough asserts that the
“logical” conclusion
from these facts is that
because the more valu-
able KPC facilities did
not need City services,
neither does the pro-
posed commercial de-
velopment in the
territory proposed for
annexation. However,
the Borough overlooked
the fact that KPC had its
own fire suppression
equipment; trained its
employees in fire sup-
pression; and had daily
fire patrols throughout its
facilities. More impor-
tantly, even with the
KPC fire protection mea-
sures, there was still a
need for City fire protec-
tion at the KPC facillities.
That need was fulfilled
by the City as evi-
denced by its fire pro-
tection agreement with
KPC included as Exhibit |
of the City’s reply brief.

oooooooooooooooooooo

(3) Regarding the need for
improved police service.

The following summa-
rizes the City’s views in its
reply brief regarding the
need for enhanced police
protection in the territory
proposed for annexation.

< The Borough contends
that the Troopers are
capable of providing
police protection in the

territory, even in the face
of pending commercial
development as evi-
denced by the fact that
the Trooper detachment
in Fairbanks provides law
enforcement services to a
large Fred Meyer shop-
ping center outside the
City of Fairbanks. The Bor-
ough fails to recognize,
however, that the Fair-
banks detachment is
comprised of fifty-eight
Troopers, compared to six
in Ketchikan.

The Borough gives no
weight to the statements
of the Commander and
Deputy Commander of
the Trooper detachment
in Ketchikan that the
Ketchikan City Police De-
partment is better posi-
tioned to serve the
territory proposed for an-
nexation.

Further, the Borough fails
to recognize that the
State Troopers in Ketchi-
kan do not provide
round-the-clock patrol.

The Borough fails to ac-
knowledge the ongoing
State budget problems,
which have previously re-
duced, and most likely
will continue to reduce,
State funded services
such as law enforcement.

The Borough’s projections
that police would be
called 95 times per year
at Wal-Mart and 204 times

per year in the expanded
commercial area were the
result of flawed methodol-
ogy. The projections were
based on the size of retalil
space in the anticipated
development in compari-
son to the existing Plaza
complex. However, in mak-
ing its projections, the Bor-
ough neglected to deduct
the indoor lobby area from
the Plaza complex. Doing
SO increases the projected
number of calls to 275 per
year in the larger commer-
cial development. Further,
those projections do not in-
clude police calls for traffic
accidents separately in
terms of incident reports.
The projected call volume
represents a significant de-
mand for police services.

The Borough contests the
City’s belief that the pend-
ing development will create
a gathering place at night
for mischief and/or crimes.
The Borough has little expe-
rience in law enforcement
and its arguments on this
point are without founda-
tion. The City reasserts its
belief that the develop-
ment at Mile 4 North will be-
come a gathering place at
night.

The City acknowledges that
the headquarters for the
Trooper detachment in
Ketchikan is located within
the territory proposed for
annexation, but doubts that
will deter or prevent crimes.
The projected twenty-six of-
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ficer City Police Depatrt-
ment will enable a law en-
forcement presence not
possible by six Troopers re-
gardless of the fact that
their offices are within the
territory proposed for an-
nexation.

* The Borough makes the
same disingenuous argu-
ments concerning the KPC
facilities at Ward Cove
when it comes to police
protection. Here again, the
pulp mill had its own secu-
rity measures, including a
gate guard to prohibit un-
authorized entry into the
facilities. Comparisons of a
pulp mill to a commercial
retail center, which includes
a Wal-Mart, theater, fast
food establishments and
grocery store, are nonsensi-
cal.

(4) Regarding the need for

improved road maintenance.

In response to views ex-
pressed by correspondents
that DOT&PF provides ad-
equate road maintenance in
the territory proposed for an-
nexation, the City stresses that
the State only serves Shoreline
Drive and Tongass Highway
within the territory proposed for
annexation. Other roads in the
territory are not maintained by
DOT&PF. State budget cuts
have recently reduced the size
of Ketchikan’s DOT&PF office
by 33% to a two-man depart-
ment. The City notes that the
State has also enacted strict
prohibitions on overtime and

weekend snow removal ef-
forts. Because the Tongass
Highway and school bus
routes receive priority road
maintenance from the State,
the City suggests that Shore-
line Drive will receive mainte-
nance on a lower priority.

The City notes that the
Borough took a position simi-
lar to the correspondents re-
garding the adequacy of
DOT&PF road maintenance
in the area proposed for an-
nexation. The City points out,
however, the Borough ob-
jected on other occasions to
the reduction of DOT&PF
highway maintenance staff
in Ketchikan because it
would diminish needed ser-
vices.

oooooooooooooooooooooo

(5) Regarding the need for
water and sewer utility ser-
vice.

The City recognizes a
need for water and sewer
utility service in the territory,
but it has no firm plans for the
extension of such. The City
indicates, however, that it is
prepared to explore all alter-
natives for the extension of
such service through Federal
aid, State assistance, the for-
mation of local improvement
districts, and other means.

As reported eatrlier, Ketchikan
notes that the City Council
has funded the design of a
waterline extension to Shore-
line Drive.

E. DCED’s Views

oooooooooooooooooooo

(1) Local government needs
that are presently being met
must be recognized as
contributing to the satisfac-
tion of the standard at
issue.

A proper examination of
the need for city govern-
ment in the territory requires
consideration of existing
facilities and services pro-
vided by the City that ben-
efit the territory directly or
indirectly. This is consistent
with the historical interpre-
tation of this particular stan-
dard by the Commission.
Further, the Commission
generally favors direct juris-
diction by a municipality as
compared to the exercise
of powers on an extraterri-
torial or indirect basis. As a
case in point, the Commis-
sion made the following
determination regarding in
its most recent decision in-
volving annexation of terri-
tory to the City of Kodiak:

Generally, from a public
policy standpoint, the Com-
mission considers the exer-
cise of powers on an
extraterritorial orindirect ba-
sis to be less desirable than
direct jurisdictional control.
A municipality exercising
powers extraterritorially or
indirectly typically does so
without the ability to exert
the level of control it would
have if the powers were ex-
ercised within its corporate
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boundaries. Further, al-
though the law is unclear,
it is possible that authority
for extraterritorial or indi-
rect services could be uni-
laterally rescinded by
another entity.?? Addition-
ally, municipalities provid-
ing extraterritorial or
indirect services some-
times fail to receive ad-
equate financial support
from those benefiting from
such services. Lastly, indi-
viduals receiving extrater-
ritorial or indirect services
are not enfranchised with
the entity providing such
services and, therefore,
lack equal standing to
shape public policy relat-
ing to the delivery of such
services. (Kodiak Decision,
pages 4 -5)

The following is a list of
City services and facilities
that directly or indirectly
benefit residents, property
owners, and others in the
1.2 square mile territory
proposed for annexation:

22 AS 29.35.020 does not ex-
pressly authorize the revoca-
tion of extraterritorial
authority once granted. This
is contrasted, for example,
with the AS 29.40.010(b) con-
cerning delegation of bor-
ough planning authority: “If
a city in a borough consents
by ordinance, the assembly
may by ordinance delegate
any of its powers and duties
under this chapter to the city.
The assembly may by ordi-
nance, without first obtaining
the consent of the city, re-
voke any power or duty del-
egated under this section.”
Thus, it may be possible that
authorization for extra-territo-
rial services could be re-
scinded.

Ketchikan museum located within the city boundaries

1. Ketchikan General
Hospital,
emergency medical
services,

3. emergency dispatch
services,

4. mental health and

substance abuse

treatment,

port,

harbors,

library,

museum,

. Civic center,

10.solid waste disposal,

11.cemetery,

12.telephone utility service,
and

13. electrical utility service.

©o~NOoO

(2) Other service needs exist
to varying degrees in the
territory.

In addition to the thirteen
needs for city government in
the territory that are currently
satisfied as outlined above,
there are a number of needs

that are unfulfilled to varying
degrees. Details concerning
these service needs are ad-

dressed below.

(a) Adequate road mainte-
nance is lacking in the terri-
tory.

The lack of any formal struc-
ture for the maintenance of
the estimated 2.5 miles of col-
lector streets in the territory
proposed for annexation rep-
resents a clear need for local
road maintenance. Further,
DOT&PF officials advised DCED
that maintenance of the 0.9
mile-long Shoreline Drive by
the State is given a low priority.
As such, Frank Richardes,
DOT&PF’s Chief of Mainte-
nance for the Southeast Alaska
Region, indicated that his
agency would welcome the
transfer of responsibility for the
maintenance of Shoreline
Drive to the City.
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On August 4 of this yeat,
DOT&PF Commissioner Joseph
L. Perkins, P.E., wrote to the Bor-
ough responding to concerns
the Borough had expressed
over the reduction of staff at
DOT&PF’s Ketchikan highway
maintenance station. Com-
ments by Commissioner Perkins
regarding that matter are ger-
mane to the consideration of
the need for improved services
in the territory proposed for an-
nexation. Specifically, Com-
missioner Perkins noted:

The Senate made a $1.3 million
unallocated reduction to the
department’s budget which was
upheld during the conference
committee. The clear legislative
intent during the budget hear-
ings and in the appropriation bill
was to close maintenance sta-
tions. However, in Southeast
consolidation of stationsis not an
option, since the communities
are not connected by highways.
Therefore, the only option left is
to reduce staff.

With a reduced staff, winter
snowplowing will be more diffi-
cult. My priorities are to get kids
to school, get people to work,
and keep the lifeblood of
Alaska’s economic system open.
We will have to utilize the me-
chanic in Ketchikan to plow
snow during peak events. The
foreman is a working position
and operates equipment to
plow snow. However, the public
may still notice a reduction in
service. It will take more time to
clear snow-covered roads. We
will set priorities and attempt to
keep open the roads with the
higher traffic counts. | would ap-
preciate your help in explaining
to the public when they call that
the Department’sresponse is lim-
ited because of budget con-
straints. We can only do so much

and the amount is limited by
the budget.

If this level of service is unac-
ceptable, | suggest that local
governments look into picking
up part of the job of plowing
snow on the lighter traffic
roads which feed into the
main arterials. When the state
can no longer provide the ser-
vice, then the local communi-
ties may have to assume those
tasks. Until we as a state de-
velop a long range plan for
stable funding of essential ser-
vices, | anticipate continued
budget cuts and reduced
maintenance.

Commissioner Perkins
clearly indicates that roads
with lower traffic counts will
receive maintenance on a
lower priority. In 1998, Shore-
line Drive had an average
daily traffic count of 227 ve-
hicles per day compared to
7,720 for the adjacent
Tongass Highway. (Mike
Lukshin, DOT&PF) It is reason-
able to conclude from Com-
missioner Perkins’ comments
that Shoreline Drive is also in
need of local road mainte-
nance.

(b) Alaska Department of
Public Safety officials main-
tain that differences be-
tween police service pro-
vided by Troopers and that
proposed by City are minor.

DCED solicited the opin-
ion of policy makers at the
Alaska Department of Public
Safety (DPS) concerning the
need for increased police
services in the territory pro-
posed for annexation. In do-

ing so, DCED provided DPS
with approximately fifteen
pages of materials includ-
ing relevant excerpts of the
record filed in this matter
by the City, Borough, and
SSA. These materials in-
cluded information con-
cerning: (1) the territory’s
sizable population, (2) its
imminent commercial de-
velopment, (3) the size of
the City’s police force, and
(4) the size of the City’s pro-
posed jurisdiction.

On September 9, 1999,
DPS Deputy Commissioner
Del Smith responded as fol-
lows:

| have reviewed the record
of calls for service made to
the Department of Public
Safety in the area proposed
for annexation, the Trooper
staffing at the Ketchikan
Post, and the estimates of
future calls for service pre-
pared by the parties to the
annexation. This review has
led me to conclude that
while the police coverage
provided by the Troopers
and that proposed by the
Ketchikan City Police do
have differences, that these
differences are of little con-
sequence to the safety of
citizens in the area subject
to annexation.

The City of Ketchikan em-
phasizes that they would
provide 7x24 on-duty patrol
of the annexed area. Troop-
ers provide 7x21 coverage
with the 3 hour per day dif-
ference falling between 3
and 6 am. This is a time pe-
riod during which most com-
mercial establishments will
be closed and there will be
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Alaska State Trooper photo. Picture obtained from the Trooper website.

little reason for people to
gather in the area. In the
event of crimes occurring
during the hours when no
Trooper is on-duty, a Trooper
is always available for call-
out. During the 3to 6 am pe-
riod, the Ketchikan Police
Department would prob-
ably have faster response to
calls by virtue of having on-
duty patrol officers available
to respond to complaints
from this area; however, in
similar commercial develop-
ments around the state, this
time period generates few
calls for service. | conclude
that either the Troopers or
the Ketchikan Police could
provide adequate levels of
police service in this area.

at the post. Conversely, if an-
nexation fails and Troopers are
required to provide police ser-
vices to the new commercial
development, the relatively
small increase in calls for ser-
vice (4 to 5 per week) is not
sufficient to justify adding staff
to the Post.

In conclusion, | find that the
differences between the po-
lice service provided by the
Troopers and that proposed
by the Ketchikan Police to be
minor, and that those differ-
ences should be given little
weight in the annexation de-
cision.

State Troopers advised
DCED that they respond to

such as store parking lots.
(Chris Stockard, Captain,
Alaska State Troopers)

DCED is unaware of any for-
mal standards regarding num-
bers of police officers that are
necessary to provide “ad-
eguate” police protection. In
the recently concluded pro-
ceedings for annexation of
19.5 square miles to the City of
Kodiak, DCED reported that
the supervisor of the Kodiak
Trooper detachment ex-
pressed the belief that a rough
standard for adequate police
protection in that area is one
police officer for every 1,200
residents (or stated differently,
0.83 officers per 1,000 resi-
dents). (Final Report and Rec-
ommendation Regarding the
City of Kodiak’s Petition to An-
nex Approximately 19.5 Square
Miles, page 4, DCED, August 6,
1999)

With respect to numbers of
police officers needed to pro-
vide adequate police protec-
tion, the U.S. Justice
Department, Federal Bureau of
Investigation states that:

Varying demographic and other
jurisdictional characteristics
greatly affect the requirements

all manner of crimes includ-
ing disturbances, shoplifting,
trespassing, vandalism, and
check forgery. They also re-
spond to accidents, medical
emergencies, and other calls

for law enforcement service
from one locale to another. The
needs of a community having a
highly mobile or seasonal popu-
lation, for example, may be very
different from those of a city

The area subject to annex-
ation currently generates
only a few calls for service
to the Ketchikan Trooper
Post. If this area is annexed
by the City of Ketchikan, this

small reduction in calls for
service will not significantly
reduce the need for Troop-
ers at the Ketchikan Post.
Thus, even if annexation
takes place, | do not antici-
pate any change in staffing

for assistance except that
they generally do not re-
spond to automobile acci-
dents on private property

whose population is relatively
stable. Similarly, a smallcommu-
nity situated between two large
cities may require a greater num-
ber of law enforcement person-
nel than a community of the
same size which has no urban
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centers nearby.

The functions of law enforce-
ment are also significantly di-
verse throughout the Nation. In
certain areas, sheriffs’ responsi-
bilities are limited almost exclu-
sively to civil functions and/or the
administration of the country jalil
facilities. Likewise, the responsi-
bilities of state police and high-
way patrol agencies vary from
one jurisdiction to another.

In view of these differing service
requirements and responsibilities,
care should be used when at-
tempting any comparison of law
enforcement employee rates...
Adequate personnel for a spe-
cific locale can be determined
only after careful study and
analysis of the various conditions
affecting service requirementsin
that jurisdiction. (Crime in the
United States — 1997 Uniform
Crime Reports, page 296, U.S.
Department of Justice, Federal
Bureau of Investigation, Novem-
ber 22, 1998)

The FBI notes that

the national aver-
age for sworn law
enforcement per-
sonnel for all cities
was 2.4 full-time of-
ficers for every 1,000
inhabitants as of Oc-
tober 31, 1997. Na-
tionwide, cities with
populations under

Police Chief and other sworn
officers whose duties are
principally supervisory) to
serve the estimated 9,001
residents in the proposed
post-annexation boundaries
of the City. That represents
2.9 officers per 1,000 resi-
dents. That figure is slightly
less than the national aver-
age of cities with fewer than
10,000 residents.

In comparison, there are
currently ten Troopers in A
Detachment serving south-
ern Southeast Alaska. These
consist of one detachment
commander, one supervising
sergeant, and six Troopers in
Ketchikan, as well as two
Troopers stationed on Prince
of Wales Island. Additionally,
authorization exists for one
Trooper position each in
Wrangell and Petersburg,
however, those authorized

positions are presently va-
cant. (Lieutenant Charles
Feller, Commander, A De-
tachment).

The 1998 population of
the area served by A De-
tachment (from Kake
south) is estimated to be
28,320. (Laura Walters,
DCED Research and Analy-
sis) Thus, there are 0.35
Troopers presently for each
1,000 residents in A Detach-
ment. If the two authorized
but vacant positions are
considered, the figure in-
creases to 0.42 Troopers per
1,000 residents. While the
Troopers are the only law
enforcement in A Detach-
ment outside of communi-
ties that provide police
service, the Troopers also
exercise jurisdiction within
the boundaries of the City
of Ketchikan and other cit-
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The Ketchikan City Council has authorized design of a water utility extension to the southeast intersection of
Shoreline Drive and North Tongass Highway

ies that operate municipal
police departments. The
28,320 population figure
noted above includes resi-
dents of cities that provide
police service.

(c) There is a need for
water and sewer utility
service in the territory
proposed for annexation.

Existing residential and
commercial development
in the territory is served by
individual water and sew-
age disposal systems. How-
ever, several
correspondents, including

the Borough, were critical of
the City for its lack of plans
for the extension of water
and sewer utility service in
the territory.

Future development in
the territory is constrained by
the lack of public water and
sewer utilities. The respon-
dent Shoreline Service Area
conceded that point when it
cited a “nearly contempora-
neous report” indicating
that, “the primary inhibition
to substantial immediate de-
velopment is the lack of pub-
lic water and sewer systems
in the neighborhood.” The

respondent also stressed that
significant public health risks
stem from the lack of public
sewer and water utilities in ar-
eas of concentrated develop-
ment.

The Alaska Department of
Environmental Conservation
(DEC) shares the same general
views as the respondent con-
cerning the need for water
and sewer utilities in areas of
concentrated development.
For that reason, DEC expressed
its support for the City’s annex-
ation proposal in the hope that
it would lead to the extension
of City sewer and water utilities
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into the territory. (Mary Siroky,
Manager, Community Assis-
tance and Information, Division
of Statewide Public Service,
DEC)

(d) There appears to be a
need for improved fire protec-
tion in the territory.

DCED consulted extensively
with the State Fire Marshal con-
cerning fire protection issues in
the territory proposed for an-
nexation. After reviewing rel-
evant parts of the record in this
proceeding, the State Fire Mar-
shal indicated that both sides
in the debate were partially
correct regarding certain as-
pects of their assertions. The
Fire Marshal offered comments
on four principal issues relating
to fire protection that have
been raised in this proceeding.
However, he stressed that his
comments were not to be
construed as taking sides in the
debate over the annexation.

(1) NFPA requirements.
Construction plans for the
Ketchikan Wal-Mart store have
not been made available in
this proceeding. The City’s as-
sertion regarding the require-
ments for adequate fire
protection in the territory are
based on the assumption that
the Wal-Mart store will be
64,000 square feet, classified as
“type | construction” under fire
codes, and that it will have a
sprinkler system served by a
92,000 gallon water tank for fire
suppression. In the absence of

specific plans for the Wal-
Mart store, the State Fire Mar-
shal is unable to confirm
what NFPA standards would
require to ensure adequate
fire protection in the territory.

The City asserted in its pe-
tition that NFPA standards re-
quire the fire department
serving the planned Wal-Mart
development to have an ini-
tial response capability of
three engines, one ladder
truck, one chief officer, two
EMS personnel, and at least
sixteen fire fighters. Critics of
the City’s annexation pro-
posal, including the respon-
dent SSA, have offered no
evidence that the City’s as-
sumptions and interpretation
are incorrect. After being
advised by DCED that the
Fire Marshal was unable to
confirm the City’s assertions,
the City provided a detailed
explanation of its position in a
memorandum dated Sep-
tember 21, 1999. That
memorandum states the fol-
lowing points:

< The record in this annex-
ation proceeding indi-
cates that the planned
Wal-Mart store will be
served with a 92,000 gal-
lon capacity catchment
type water system. That is
insufficient to support a
sprinkler system for a
64,000 square foot build-
ing for a minimum of one
hour as required by “NFPA
13.”

The “Uniform Fire Code
1997” requires a mini-
mum fire flow of 2,750
gallons per minute for a
64,000 square foot build-
ing. If a proper sprinkler
system is provided, that
figure would be re-
duced. However, since
the 92,000 gallon catch-
ment water system can-
not provide adequate
support for a sprinkler
system, the required fire
flow in this case remains
at 2,750 gallons per
minute.

To meet the required fire
flow will necessitate a
minimum of two en-
gines. The third engine
was included for support
of the sprinkler system.

A ladder truck is re-
quired to accomplish
ventilation and salvage
for a 64,000 square foot
building according to
NFPA standard 1500.

1 chief officer is required
by NFPA standard 1201.
Additionally, NFPA stan-
dard 1500 requires 1
safety officer, 2 rapid in-
tervention personnel, 2
“rehab personnel” (pre-
viously referred to as
EMS personnel), and 9
fire fighters to operate
two engines and one
ladder truck.

Four fire fighters would
be needed to operate
two water tankers.
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= The needs identified by
the City are “NFPA mini-
mums” which are less
than the recommended
levels. For example,
NFPA recommends the
use of four fire fighters
per engine, whereas the
City utilized only the mini-
mum requirement of
three in determining the
need for fire protection in
the territory.

(2) Consideration of mu-
tual aid. The Fire Marshal
confirmed that the City of
Ketchikan is correct in its as-
sertion that mutual aid ar-
rangements cannot be
considered when evaluat-
ing the ability of a fire de-
partment to meet NFPA
standards.

(3) NFPA standards and
the law. The Fire Marshal
agreed with Shoreline Ser-
vice Area that the NFPA
standards have not been
adopted as State law. Fur-
ther, the Borough has not
adopted those standards in
the territory proposed for
annexation. Therefore,
NFPA standards are not cur-
rently the law within the ter-
ritory proposed for
annexation.

The Fire Marshal also
concurred with SSA that few
fire departments in Alaska
fully meet the NFPA stan-
dards at all times because,
as SSA pointed out, the

standards change fre-
quently. City officials ad-
vised DCED, however, that
the City of Ketchikan has
adopted and operates un-
der current NFPA standards.

Notwithstanding the fact
that NFPA standards are not
the law in the territory pro-
posed for annexation, the
Fire Marshal stressed that rel-
evant NFPA standards are a
good measure of fire protec-
tion needs. He noted that
relevant NFPA standards are
typically used by courts to
judge the adequacy of local
fire protection even when
those standards have not
been enacted as local or
state law.

(4) Efficiency of operating
two fire departments close
together. The Fire Marshal
agreed with the City of
Ketchikan that it is an ineffi-
cient use of resources to
maintain two fire depaurt-
ments within two miles of one
another, particularly with the
capabilities that the City as-
serts are necessary to pro-
vide adequate fire
protection in the territory.

Again, the State Fire Mar-
shal stressed that his com-
ments on the four issues he
addressed were not to be
taken as a position in favor of
or in opposition to annex-
ation. (Personal communi-
cation, Gary Powell, Alaska
State Fire Marshal)

-----------------------

Conclusion.

The City plans to provide 2.9
police officers per 1,000 resi-
dents in the expanded bound-
aries of the City. In contrast,
the Troopers in A Detachment
that serve southern Southeast
Alaska have 0.42 positions au-
thorized per 1,000 residents.
Notwithstanding, DPS officials
expressed confidence that the
Troopers stationed in Ketchikan
presently provide adequate
police services to the territory
in question and could con-
tinue to do so in the future.

While the record in this pro-
ceeding does not allow inde-
pendent confirmation of the
City’s assertions concerning
the need for enhanced fire
protection, the assumptions
which the City used in devel-
oping those projections ap-
pear to be reasonable.
Further, critics of the annex-
ation proposal have not pro-
vided any evidence
suggesting that the City’s as-
sumptions and interpretation
of NFPA standards in that re-
gard are incorrect. The Shore-
line fire department lacks the
equipment and personnel
which the City asserts are re-
quired by NFPA standards to
provide adequate fire protec-
tion. The City’s capabilities ex-
ceed those standards.

The City of Ketchikan cur-
rently provides extensive ser-
vices and facilities that benefit
the territory in question either
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directly or indirectly. These in-
clude the Ketchikan General
Hospital, emergency medical
services, emergency dispatch
services, mental health and
substance abuse treatment,
port facilities, harbors, library,
museum, civic center, solid
waste disposal, cemetery, tele-
phone utility service, and elec-
trical utility service.

The territory is in need of lo-
cal street maintenance. An
estimated 2.5 miles of roads in
the territory presently receive
no maintenance from the
State or local governments.

Another street in the territory
(0.9 miles long) receives
maintenance from the State
on a low-priority basis. Safety
concerns exist regarding one
of the streets.

There is a need for water
and sewer utility service in
the territory proposed for an-
nexation to allow future de-
velopment in the territory
and to avoid significant pub-
lic health risks that generally
stem from the lack of public
sewer and water utilities in
areas of concentrated de-
velopment.

C—859 O

Therefore, DCED con-
cludes that there is a rea-
sonable need for city
government in the territory
proposed for annexation to
the extent that the stan-
dard set out in 3 AAC
110.090(a) is clearly satis-
fied.
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Section 3

Comparative Abilities of the City and Borough
to Deliver Essential Services

A. The Standard

3 AAC 110.090(b) pro-
vides that territory may not
be annexed to a city if es-
sential city services can be
provided more efficiently
and more effectively by
another existing city or by
an organized borough.

The phrase “essential
city services” as used in 3
AAC 110.090(b) is defined
in 3 AAC 110.990(8) as:

“...those legal activities and
facilities that are deter-
mined by the commission to
be reasonably necessary to
the community and that
cannot be provided more
efficiently and more effec-
tively either through some
other agency or palitical
subdivision of the state, or by
the creation or modification
of some other political sub-
division of the state...”

B. Views Expressed by
Ketchikan in its Petition

The City claims that it
can provide essential city
services to the territory
more efficiently and effec-
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Ketchikan General Hospital is owned by the City of Ketchikan

tively than another existing
local government. Specifi-
cally, the City stated:

As the North Tongass Addition
continues to grow, and within
the context of present service
delivery, there can be no
question that the City of
Ketchikan municipal govern-
ment is needed, in order to
adequately provide for the
public works, fire protection
and law enforcement needs
of the area. No other entity,

with the exception of the State
of Alaska, can provide the

necessary resources to extend
these essential services. (em-
phasis added; Amended Pe-
tition, Exhibit H, page 2)

C. Views of the Respon-
dent and Correspondents

(1) Views of Respondent SSA.

SSA maintains that “the
City’s conclusion that ‘Annex-
ation of the proposed proper-
ties is the only viable
alternative’ is unfounded. (SSA
Brief, page 10) emphasis
added by SSA) Alternatives
suggested by SSA include:

= amend SSA boundatries or
powers to address con-
cerns of the City and oth-
ers;
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= develop a “comprehen-
sive solution” to service
delivery problems such as
the ongoing effort by the
City to consolidate the
City and Borough govern-
ments;

= transfer City powers to
the Borough pertaining to
those services which ben-
efit non-City residents and
for which the City does
not receive fair compen-
sation;

< amend City sales tax laws
to compensate for loss of
revenues (e.g., eliminate
exemptions since ap-
proximately 40% of current
sales are exempt; increase
the rate of taxation; or pro-
vide for seasonal differen-
tials for the sales tax to
“export a good portion of
the tax burden to the
heavy influx of tourists™).

In addition to the points
summarized above, SSA takes
the position that the City’s
claim that only it or the State
can provide needed services is
untrue for two reasons. (SSA
Brief, page 21) First, the State
does not provide most of the
services on the City’s list such
as fire or water services. The
State does, however, provide
for the creation of boroughs,
service areas within boroughs,
and cities to enable local resi-
dents and businesses to de-
cide what level of services
they wish to provide.

Ketchikan waterfront

Second, the City’s state-
ment ignores the role of the
KGB and SSA. The first course
of action should be for area
residents feeling a growing
need for new or increased
levels of service to request
SSA and KGB to provide
those services. Alternatively,
the KGB might initiate new or
expanded services. Clearly,
however, the KGB and its SSA
can provide or at least assist
in obtaining the necessary
resources to extend essential
services if asked.

(2) Views of the KGB and
other Correspondents.

Like SSA, the Borough
noted that there are alterna-
tives to annexation that
could address the City’s con-
cerns about providing ser-
vices for non-City residents.
Among those listed by the

Borough were changes in
tax structures, transfer of
certain powers to the Bor-
ough, and a “fee for ser-
vice” approach to the new
commercial area for any
required fire or other public
safety services. (KGB letter,

page 8)

The formal petition
signed by 258 individuals in
opposition to the annex-
ation expressed views simi-
lar to the KGB.

D. Views Expressed by
Ketchikan in its Reply
Brief

The City notes that legis-
lative review annexations
are often controversial and
face intense opposition
from residents and property
owners in the territory pro-
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posed for annexation.
Thus, the City is not sur-
prised that property own-
ers and residents of SSA
have offered comments
such as:

e *“...There is nothing to
be gained by annex-
ing to the City...”,

e “..No residents of the
Shoreline Service Area
have expressed the
need for City ser-
vices...”, and

e “...Icannot see any-
thing that will benefit
my properties in the
annexation other than
being highly taxed...”

However, the City
stresses that the legislative
review annexation pro-
cess affords the opportu-
nity to balance the
benefits and interests of
the entire community, in-
cluding those residing or
having interests in the terri-
tory proposed for annex-
ation.

Despite the intense
opposition, the City con-
tends that the issues asso-
ciated with its petition are
complex and that oppo-
nents are not considering
broader implications. The
City contends that only it
will be able to provide the
public services that will be
required as a result of
pending development in

the territory. Further, essen-
tial regional services currently
enjoyed by the greater
Ketchikan community are in
jeopardy of being eroded if
annexation does not occur.
These include the Ketchikan
General Hospital; EMS; emer-
gency 911 and fire dispatch;
mental health and sub-
stance abuse treatment;
and facilities such as the li-
brary, museum, and civic
center.

The City indicates that
SSA’s Board has minimized
the importance of NFPA
standards. In doing so, the
City feels that SSA’s Board
and indirectly, the Borough,
fail to address, discuss, bud-
get, or plan for impacts of
pending development of
Wal-Mart and other commer-
cial business in the territory.
The City notes that SSA is also
silent regarding its ability to
meet increased needs for
law enforcement and public
works within the service area.

The City considers sug-
gested alternatives to annex-
ation as being problematic
or unrealistic. In particular,
the City indicates the follow-
ing with respect to four spe-
cific alternatives suggested
by critics:

e The amendment of SSA’s
boundaries and powers
would do nothing to rem-
edy the issue of the signifi-
cant loss of sales tax
revenues to the City.

The vision of a cooperative
effort by the City and Bor-
ough to develop a commu-
nity wide comprehensive
plan to address service re-
sponsibilities and methods
of funding those services
may be unrealistic. Similar
issues are at the core of the
prospective proposal to
consolidate the two major
local government in Ketchi-
kan which the City is devel-
oping. However, the
Assembly has declined to
participate in the process.

The alternative of transfer-
ring certain City services to
the Borough may also be
unrealistic. It is unlikely that
the Borough could provide
the services as efficiently as
the City. Further, the alter-
native assumes that voters
would grant additional
powers and duties to the
Borough. Traditionally, resi-
dents of the Borough out-
side of the City have been
reluctant to do so.

The alternative of increas-
ing the City sales tax to off-
set revenue losses due to
the shift of sales outside the
City would place additional
burdens on City residents. It
would also increase the
competitive advantage of
businesses outside the City.
Businesses will likely find it
difficult to compete with
Wal-Mart on an even play-
ing field; to give Wal-Mart a
4% to 5% sales tax advan-
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tage and a lower property
tax rate will make direct
competition impossible.

E. DCED’s Views

The standard at issue re-
quires a determination by the
LBC whether the City or the
Borough can most efficiently
and effectively provide essen-
tial services.? Theoretically,
the Borough would have the
option of providing the ser-
vices needed in the territory on
an areawide, non-areawide,
or service area basis. The fol-
lowing is DCED’s analysis of the
standard at issue.

(1) The fact that the City pres-
ently provides certain services
to the territory is rebuttable
evidence that it can best pro-
vide those services.

In prior proceedings, the
LBC has held that if a particular
municipal government is pro-
viding an essential service to a
specific area, it is rebuttable
evidence of the municipal
government’s ability to provide
that service more effectively
and efficiently than another
local government. Turning
again to its September 3, 1999
decision approving the annex-
ation of 19.5 square miles to
the City of Kodiak, the Com-
mission determined:

It is reasonable to find that the
City [of Kodiak] provides [(1) ex-
traterritorial sewer and water util-
ity services and land use control

Bayview Cemetery is provided by the City of Ketchikan.

in a portion of the territory; (2)
extraterritorial or quasi-extra-
territorial emergency medical
services, emergency dispatch-
ing services, animal control,
building plan review, and
building inspection services
throughout the territory, and
(3) services such as the library
that indirectly benefit the ter-
ritory] because it is able to do
so more effectively and effi-
ciently than the [Kodiak Island]
Borough.” (Kodiak Decision,

page 7)

No one in the current
Ketchikan annexation pro-
ceeding has rebutted the
evidence that the City can
provide the hospital, emer-
gency medical services,
emergency dispatch ser-
vices, mental health and

substance abuse treatment,

ports, harbors, library, mu-
seum, civic center, solid
waste disposal, cemetery,

telephone utility service, and
electrical utility service more

efficiently and effectively

than the Borough by virtue of

the fact that the City cur-
rently provides those ser-
vices. Further, DCED is
unaware of any facts
which suggest that the Bor-
ough can provide those
services more efficiently
and effectively than the
City. Thus, it is reasonable
to find that the City pro-
vides the territory with the
13 services enumerated
earlier because it is able to
do so more effectively and
efficiently than the Bor-
ough.

% The standard refers gener-
ally to any other existing city
or organized borough.
DCED finds it reasonable to
conclude that no existing
city other than the City of
Ketchikan and no organized
borough other than the
Ketchikan Gateway Bor-
ough could effectively serve
the territory.
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(2) The City is best able to
provide unmet service
needs of the territory.

As was noted in the dis-
cussion of the prior stan-
dard, there are unmet
needs for a number of es-
sential services in the terri-
tory proposed for
annexation. These needs
include water utility service,
sewer utility service, road
maintenance, and im-
proved fire protection. Al-
though the City asserts that
there is also a need for mu-
nicipal police protection in
the territory, such is not
clearly acknowledged by
the Alaska Department of
Public Safety.

In terms of whether the
City or the Borough is best
able to provide water and
sewer utilities to the terri-
tory, it is noteworthy that
DEC favors the extension of
water and sewer services
by the City of Ketchikan to
the territory over the estab-
lishment of an independent
water and/or sewer utility
operated by the Borough’s
Shoreline Service Area.
DEC indicated that its
policy recognizes that the
expansion of existing utilities
generally promotes greater
economies of scale and
greater rates of success in
serving public needs.
(Mary Siroky, DEC)

Further, the City has the
foundation in place to ex-
tend water and sewer utility

service to the territory. As
noted in DCED’s analysis of
the preceding standard, the
City has recently authorized
the expenditure of $59,031 to
design an extension of the
City water utility to serve the
approximate southeastern
one-third of the territory pro-
posed for annexation. The
actual extension of utility ser-
vice to the territory will re-
quire substantial capital
funding. Such utility exten-
sions are eligible for signifi-
cant partial funding through
State grant programs. How-
ever, there is strong competi-
tion for funding. Local
improvement districts are
commonly used by munici-
pal governments in Alaska to
generate the local share of
major capital projects.

Despite Ketchikan’s re-
nowned precipitation (both
snow and rain), the need for
municipal street mainte-
nance in the territory has
heretofore gone unmet by
the Borough. The previously
noted letter from DOT&PF
Commissioner Joseph L.
Perkins, P.E., described the
demands that winter brings
with respect to road mainte-
nance in Ketchikan. Com-
missioner Perkins wrote, “The
[DOT&PF] employees in
Ketchikan work very hard at
maintaining the highways
and plowing snow. Last win-
ter with the heavy snowfall

was particularly difficult, and

they performed commend-
ably.”

The City plans to spend an
average of $120,000 annually
to maintain streets in the terri-
tory. The City is also prepared
to spend more than three-
guarters of a million dollars
over three years to upgrade
the streets in the territory. The
capital improvement funds will
be used, in part, to resolve
safety concerns regarding one
of the roads in the territory.
The City notes that one of
those roads is unsafe because
it traverses a steep embank-
ment, but lacks a guardrail.
With the additional operating
and capital funds, the City’s
public works department will
be capable of providing effi-
cient and effective street
maintenance in the territory
proposed for annexation.

While the State Fire Marshal
did not take a position favoring
or opposing the annexation
proposal, he did agree with
the City that it is an inefficient
use of resources to maintain
two fire departments within
two miles of one another in
Ketchikan. DCED notes that
the City has greater capacity
than the Borough (through the
Borough’s Shoreline Service
Area) to provide fire protection
to the territory. The Shoreline
Fire Department currently has
two engines, one tanker, and
twelve volunteer firefighters. In
comparison, the City Fire De-
partment operates three en-
gines and one ladder truck.
The City also has air re-servic-
ing capabilities, two chief offic-
ers, twenty-eight firefighters,
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fifteen EMS personnel and fif-
teen dispatchers trained to
perform EMS and support func-
tions. Further, the City plans to
hire two additional firefighters
to allow full-time staffing of its
“west-end fire station” located
approximately 2 miles from the
center of the territory pro-
posed for annexation. The
City plans to spend an aver-
age of nearly $186,000 annu-
ally to extend enhanced fire
protection to the territory,
coupled with the initial expen-
diture of $37,400 for related
capital improvements.

While State public safety
policy makers do not acknowl-
edge a clear need for munici-
pal police in the territory, the
standard at issue requires a
comparison of the capacity of
the City versus the Borough to
provide services. If there were

a need for municipal police
in the territory, the City would
clearly have the greater ca-
pacity to serve that need.
The Borough does not pro-
vide police service whereas,
the City has a fully opera-
tional police department.
Upon annexation, the City
plans to hire three additional
officers incrementally over
the course of three years to
extend service to the territory
while maintaining the current
level of service within the cur-
rent City limits.

oooooooooooooooooooooo

(3) Conclusions.

The fact that the City cur-
rently provides the hospital,
emergency medical services,
emergency dispatch ser-
vices, mental health and
substance abuse treatment,
ports, harbors, library, mu-

=559 O

seum, civic center, solid
waste disposal, cemetery,
telephone utility service,
and electrical utility service
for the territory is evidence
of the City’s ability to pro-
vide those services more
efficiently and effectively
than the Borough. The City
also has the superior ability
to provide water utility ser-
vice, sewer utility service,
road maintenance, and
improved fire protection to
the territory proposed for
annexation. Further, if a
need exists for municipal
police protection in the ter-
ritory, the City would also
be able to best provide
that service. Thus, the stan-
dard set out in 3 AAC
110.090(b) is clearly satis-
fied.
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Section 4

Resources of the Proposed Expanded City

A. The Standard

State law allows an
area to be annexed to a
City provided, in part,
that the LBC determines
the area within the pro-
posed post-annexation
boundaries of the city has
the human and financial
resources necessary to
provide essential city ser-

(3) actual income and the

reasonably anticipated
ability to collect local rev-
enue and income from
the territory;

(4) feasibility and plausibility

of the anticipated oper-
ating budget of the city
through the third full fiscal
year of operation after
annexation;

commercial, and resource
development;

(9) personal income of resi-

(10)

dents in the territory and in
the city; and

need for and availability
of employable skilled and
unskilled people.

B. Views Expressed by
Ketchikan in its Petition

(5) economic base of the

vices on an efficient, cost-
effective level.
Specifically, the law pro-
vides as follows:

territory after annexation,; _ _
The City’s amended peti-

tion projects that the addi-
tional revenues shown on
Chart 4-A will accrue to the
City as a result of annexation
for the three year period be-
ginning 2001. (Amended Peti-
tion, pages 3 - 5)

(6) property valuations in the
territory proposed for an-
nexation;

3 AAC 110.110. Re-
sources.

(7) land use in the territory
proposed for annexation;

The economy within
the proposed boundaries
of the city must include
the human and financial

(8) existing and reasonably
anticipated industrial,

Chart 4-A Revenues estimated by the City that will result from annexation

resources necessary to
provide essential city ser-
vices on an efficient, cost-
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Chart 4-B City of Ketchikan’s estimated expenditures from extending new services into the area proposed
for annexation
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2001 $182,108 $37,400 $71,000 $28,000 $18,000 $118,000 $211,000 $665,508
02002 $185,750 $0 $144,840 $0 $18,360 $120,360 $312,500 $781,810
02003 $189,465 $0 $221,605 $0 $18,730 $122,767 $250,000 $802,567

The City estimates that it will
incur the costs shown on Chart
4-B to extend new services into
the territory proposed for an-
nexation during the first three
years following annexation.
(Amended Petition, pages 6 —
8)

The City states that without
annexation, it will be difficult to
maintain regional services with-
out placing an undue burden
on City residents.

C. Views of the Respon-
dent and Correspondents

The respondent and corre-
spondents in this proceeding
did not offer substantive com-
ments concerning this stan-
dard.

D. Views Expressed by
Ketchikan in its Reply
Brief

Since the respondent and
correspondents in this pro-
ceeding offered no substan-
tive comments concerning
this standard, the City did not
address this issue in its reply
brief.

E. DCED’s Views

Information relevant to
this standard was provided in
DCED’s analysis of other stan-
dards presented in Sections
1-E, 2-E, and 3-E of this report.
In particular, that information

relates to land use in the
territory, human resources
of the territory, services to
be provided by the City,
and property valuations in
the territory. To avoid re-
dundancy, those discus-
sions are not repeated
here. Itis reiterated, how-
ever, the community of
Ketchikan is one of the
more populous communi-
ties in the state. Citizens in
Ketchikan have successfully
operated a city govern-
ment for the past 99 yeatrs.
For the past 39 years, the
City has exercised home
rule powers. The City cur-
rently provides an impres-
sive range of services, far
more than most cities in
Alaska.
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24 The City’s street mainte-
nance component pro-
vides services in addition
to those strictly related to
street maintenance.
These include dumping of
City trash cans, mainte-
nance of sidewalks, and
assisting with community
service projects.

More specific consider-
ations are outlined below.

oooooooooooooooooooo

(1) Projected expenditures
associated with the exten-
sion of new services to the
territory.

The City has provided
the thirteen services previ-
ously noted to the direct
or indirect benefit of resi-
dents and property own-
ers of the territory for an
extended period of time.
As such, it is reasonable to
assume that the City has
the human and financial
resources to continue to
do so, provided the cur-
rent threat to those re-
sources is addressed. No
one in this proceeding has
suggested otherwise.
Therefore, DCED’s analysis
of the standard at issue
focuses on whether the
City has the resources to
extend new services to
the territory.

Regarding the exten-
sion of municipal street
maintenance, DCED notes
that the City of Ketchikan
currently maintains 22.51

miles of streets. The pro-
posed annexation would in-
crease that figure by 3.4
miles, or 15.1%.

The City’s current operat-
ing budget for street mainte-
nance is $1,011,849 ($44,951
per mile) while the current
capital budget for street
maintenance is $731,500.%
The City projects that it will
spend an average of
$120,376 annually to main-
tain the 3.4 miles of roads in
the territory. That figure
equals $35,405 per mile. Itis
projected that the added
responsibilities for street
maintenance in the territory
will increase the City’s exist-
ing operating budget for
street maintenance by 11.9
percent.

The lower unit cost for
road maintenance in the ter-
ritory ($35,405 per mile vs.
$44,951 per mile in the City)
reflects the benefits of
economies of scale. Follow-
ing annexation, the overall
cost of road maintenance
by the City is projected to
drop from $44,951 per mile to
$43,698 per mile, a reduction
of 2.8 percent.

In addition to the operat-
ing expenditures, the City
plans to spend a total of
$773,500 on capital improve-
ments to the streets in the
territory during the first three
years following annexation.

The City projects that it
will expend modest sums for
public works engineering in

the territory. The average an-
nual figure is $18,363. That fig-
ure is equivalentto a 2.4
percent increase in the City’s
current budget for such ser-
vices.

The City’s current operating
budget for emergency medi-
cal services and fire protection
(administration and suppres-
sion) totals $1,825,241. That
equals $216 per person or
$3.70 per $1,000 in taxable

property.

The City estimates that it will
spend an average of $185,774
annually over the first three
years to extend fire protection
services to the territory. That
figure represents a 10.2% in-
crease over the current bud-
get. The $185,774 average
operating cost of extending
City fire protection services to
the territory is equivalent to
$343 per resident or $2.95 per
$1,000 in taxable property
within the territory.

Projected per capita ex-
penditures in the territory for
fire protection are higher than
they are for the City. However,
projected expenditures in the
territory expressed in relation to
property values are lower than
they are for the City. This is the
result of the lower population
density of the territory and its
higher per capita assessed
value as compared to the
City.

In addition to the operating
expenditures noted above for
fire protection, the City esti-
mates that it will incur $37,400
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in capital costs to extend its
fire protection to the territory.
The City’s current capital bud-
get for fire protection and
emergency medical services is
$45,150.

The City plans to add three
police officers incrementally
over three years to maintain
adequate service in the ex-
panded territory. In the third
year, the City projects that it
will spend $221,605 for the ad-
ditional police personnel and
related expenses. That figure
represents a 7.6 percent in-
crease in the current operating
budget for the police depart-
ment.

The projected cost to ex-
tend police service in the third
year equals $410 per resident
or $3.52 per $1,000 of assessed
value within the territory pro-
posed for annexation. In com-
parison, the $2,901,911 current
operating budget for the City’s
police department amounts to
$343 per resident or $5.89 per
$1,000 of assessed value within
the existing boundaries of the
City.

As was the case for fire pro-
tection, projected per capita
expenditures in the territory for
police services are higher than
they are for the City. Again,
however, projected expendi-
tures in the territory expressed
in relation to property values
are lower than they are for the
City.

In addition to operating
costs, the City projects that it
will spend $28,000 in capital

costs to extend police ser-
vices to the territory during
the first three years. The cur-
rent capital budget for the
City’s police department is
$88,000.

The City’s projections of
the cost of extending police,
fire protection, and street
maintenance to the territory
were developed by individu-
als with knowledge and ex-
pertise.

oooooooooooooooooooooo

(2) Projected sales tax rev-
enues resulting from annex-
ation.

The City’s amended peti-
tion estimates that the City
will collect $1,043,035 in sales
taxes in the territory in 2001.
In the following year, that fig-
ure is projected to increase
by nearly 29% to $1,343,895.
In 2003, the City projects that
the figure will increase by an
additional 43.7% to
$1,930,810.

The City’s amended peti-
tion estimates, however, that
a significant portion of the
projected sales tax revenues
would be shifted from sales
that presently occur within
the current boundaries of the
City. For years 2001, 2002,
and 2003 those estimates
are, respectively, $437,500,
$587,650, and $1,159,550.

Thus, the City projected in
its amended petition that it
would realize a netincrease
of $605,535 in sales taxes dur-
ing 2001 as a result of annex-

25 The consultants were Reed
Hansen & Associates of
Bainbridge Island, Washing-
ton; Chase Economics of
Tacoma, Washington; and
Dr. Thomas Muller of Fairfax,
Virginia.

ation. The comparable fig-
ures for 2002 and 2003
were, respectively, $756,245
and $771,260.

After the City filed its pe-
tition, it retained the ser-
vices of a group of
consultants to indepen-
dently review the eco-
nomic and fiscal impacts of
the anticipated commer-
cial development in the ter-
ritory proposed for
annexation.?® The City
spent approximately
$60,000 on the consulting
services. The study was
completed on July 16, 1999
and is included with the
City’s reply brief as Exhibit
K. The study projected that
sales tax revenues from the
prospective development
in the territory proposed for
annexation will be substan-
tially less than that pro-
jected by the City.

By extrapolating data
from the City’s petition,
DCED determined that the
City had projected that the
prospective commercial
development in the territory
proposed for annexation
would generate $3,482,144
in City sales taxes for the
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26 The City projected overall
sales tax collections in the
territory of $1,043,035 in 2001,
of which $273,035 were pro-
jected be from businesses
presently in the territory pro-
posed for annexation. Antici-
pated sales taxes in 2002
were estimated to be
$1,343,895, of which $278,496
were expected to be from
business presently in the terri-
tory. For 2003, the City esti-
mated that sales tax revenues
would equal $1,646,745, of
which $284,065 would be
from existing businesses. (Data
extrapolated from pages 4
and 5 of the amended peti-
tion)

three year period begin-
ning 2001.26 In comparison,
the consultants projected
that the prospective com-
mercial development
would generate $2,736,527
over the same period of
time. (Reply brief, Exhibit K,
page 90) The sales tax rev-
enues projected by the
consultants for the pro-
spective commercial de-
velopment in the territory
proposed for annexation
were $745,617 (21.4%) less
than those projected by
the City over the three
year period in question.

Additionally, com-
pared to the City, the
consultants anticipate
that a substantially
greater shift will occur of
retail sales from busi-
nesses presently within
the City to the territory
proposed for annexation.
Over the three year pe-
riod beginning 2001, the

City projected that, without
annexation, $2,184,700 in
sales tax revenues would be
lost as a result of sales shifting
from the area currently within
the City to the territory. That
figure represents 62.74% of
the $3,482,144 in sales taxes
that the City projected
would be generated in the
prospective commercial de-
velopment from 2001 - 2003.
However, the consultants
project that the City would
lose $2,502,954 in sales tax
revenues over the same pe-
riod of time. That figure
amounts to 91.5 percent of
the $2,736,527 in sales taxes
that the consultants project
will be generated in the pro-
spective commercial devel-
opment from 2001 — 2003.

City officials consider the
projections by the consult-
ants to be superior to their
own given the vastly greater
effort by the consultants.

DCED recognizes, of course,
that actual sales tax collec-
tions in the territory and the ex-
tent of sales shifted from
businesses within the existing
City will depend upon many
different variables. Notwith-
standing, the consultants ap-
pear to have conducted a
thorough analytical study of
the matter. Further, the con-
sultants appear to have exper-
tise in the study of such
matters. Consequently, DCED
finds that the sales tax projec-
tions by the consultants are
reasonable. Those figures are
utilized by DCED in this analysis.
However, DCED also accepts
the City’s projections of sales
tax revenues from existing busi-
nesses within the territory pro-
posed for annexation. The
City’s projections were based
on existing sales tax data pro-
vided by the Borough, which
currently levies and collects
sales taxes on those businesses.

Chart 4-C Additional Net Sales Tax Revenues Projected for the City
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Thus, DCED accepts the
sales tax projections shown in
Chart 4-C on the previous
page for City sales tax rev-
enues with regard to the pro-
posed annexation.

(3) Other revenues resulting
from annexation.

The City’s amended peti-
tion projected that the follow-
ing additional revenues, as
shown in Chart 4-D, will result
from annexation during the
years 2001 — 2003.

DCED notes that the City

did not include projections
for increases in State Rev-
enue Sharing and Safe Com-

munities payments from the

State. City officials advised

DCED that funding from

those two programs was not

included in the City’s projec-

tions because of uncertainty

over the future of those pro-
grams. While acknowledg-
ing that there is indeed
uncertainty over future fund-
ing for the two programs,

DCED considers it reasonable
to include projections for

Chart 4-D Additional Revenues Resulting from Annexation
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DCED carefully considered
the City’s projections for rev-
enues from the overnight lodg-
ing tax, property tax, and fees
for false public safety alarms.
Those projections are based
largely on existing data. As
such, they are considered rea-
sonable by DCED.

State Revenue Sharing and
Safe Communities funding
based on current fiscal year
levels. DCED also noted that
the City did not include an
estimate for revenues result-
ing from building inspection
fees in the territory proposed
for annexation. City officials

advised DCED that a rea-
sonable estimate for such
fees would be $3,300 annu-
ally. Thus, DCED projects
that additional revenues,
as shown on Chart 4-E
would accrue to the City as
a result of annexation.

(4) Conclusions.

It is reasonably pro-
jected that the added re-
sponsibility of serving the
territory proposed for an-
nexation will increase the
City’s operating budgets

for the police depart-
ment, fire department,
street maintenance divi-
sion, and engineering di-
vision collectively by an
average of $546,118 an-
nually (third year expen-
ditures for police were
used rather than the av-
erage). In addition to
the operating costs, the
City plans to spend an
average of $279,633 an-
nually for capital projects
in the territory during the
first three years following
annexation. Together,
the average projected
operating and capital
expenditures equal
$825,751 per year.

The $825,751 figure is
equivalent to 1.6 percent of
the total current operating
and capital budget of the
City. Assuch, the pro-
posed annexation does not
represent a major financial
challenge for the City. The
impacts on certain indi-
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Total Anticipated Net Revenues & Expenses

margin by which annual av-

2001
Net Revenues $839,078
Expenditures $665,508
Difference $173,570

2002 2003 erage net revenues exceed
$885,256 $949,101 annual average expendi-
$781,810 $802,567 tures in the territory during
$103,446 $146,534 the first three years from

vidual affected depart-
ments of the City will, of

mated annual net revenues

$141,183 to $65,393. Even so,
annexation will not be a finan-
cial burden on the City.

The reasonably esti-

course, be greater. Inrela- exceed the reasonably pro-

tive terms, the 11.9% in-
crease in the operating
budget for the City’s street
maintenance effort repre-
sents the largest impact.
Projected increases for
other departments are as
follows: fire protection:
10.2%; police service: 7.6%;
and engineering: 2.4%.
Such relative increases do
not represent especially
formidable chal-
lenges for the
City.

jected annual expenses by
an average of $141,183.
However, that does not fully
reflect the contingent of the
planned three new police
officers. To provide a more
realistic projection of long-
term costs, it would be best
to use the projected cost for
police during 2003 for the
preceeding two years as
well. Doing so reduces the

DCED concludes from the
foregoing that the area within
the proposed post-annexation
boundaries of the City clearly
has the human and financial
resources necessary to provide
essential city services on an ef-
ficient, cost-effective level. As
such, the standard set out in 3
AAC 110.110 is satisfied.

Chart 4-E Additional Revenues Accruing to the City as a Result of Annexation
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Section 5

Population Size and Stability

A. The Standard

State law allows an area to
be annexed to a city pro-
vided, in part, that the LBC de-
termines the population within
the proposed post-annexation
boundaries of the city is large
and stable enough to support
the extension of city govern-
ment. In that respect, the law
provides as follows:

ooooooooooooooooooooooo

3 AAC 110.120. POPULATION.

The population within the
proposed boundaries of the
city must be sufficiently large
and stable to support the ex-
tension of city government. In
this regard, the commission
will, in its discretion, consider
relevant factors, including:

(1) total census enumeration;
(2) duration of residency;

(3) historical population pat-
terns;

(4) seasonal population
changes; and

(5) age distributions.

B. Views Expressed by
Ketchikan in its Petition

In its amended petition, the
City’s position that this stan-

dard is met is supported by
the following assertions:

The annexation proposal is not
driven by population consid-
erations but by the need to ex-
pand the City’s jurisdiction in
response to an anticipated
shift in retail sales activity from
inside the current boundaries
of the City to the territory pro-
posed for annexation. Never-
theless, the proposed
expansion of the boundaries
of the City following annex-
ation is expected to increase
the population of the City by
486 people (5.7%).

Since incorporation nearly 100
years ago, the population of
the City has been large and
stable enough to support de-
livery of essential local govern-
ment services. The City views
the proposed annexation as a
means to maintain that stabil-

ity.

C. Views of the Respon-
dent and Correspondents

The Borough indicated
that it concurs with the City’s
view that the boundaries
proposed by the original pe-
tition include a sufficiently
large population to support
the extension of City govern-
ment. (KGB letter, page 11)
The SSA offered no substan-
tive comments disputing the
City’s contention that this
standard was satisfied.

D. Views Expressed by
Ketchikan in its Reply
Brief

The City notes that the
KGB concurs with the City
regarding population size

and stability. (Reply Brief;
page 25)

E. DCED’s Views

As noted in Section 1
E(4), DCED estimates that
the territory proposed for
annexation was inhabited
by 541 residents in 1998.
That figure exceeds the
population threshold for in-
corporation of first class
and home rule cities in
Alaska by more than 35%.

With 8,460 residents, the
City of Ketchikan currently
ranks as the second most
populous city government
in Alaska. The population
of the City of Ketchikan is
20% larger than that of the
City of Kenali, the third most
populous city government
in the state.

The combined popula-
tion of the territory and the
City totals 9,001. The pro-
posed expanded City
would continue to rank as
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Chart 5-A Population
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the second most popu-
lous city government in
Alaska. As such, it clearly
has a population that is
large enough to support
the extension of city gov-
ernment.

Chart 5-A lists the
population figures for the
City and the “non-city
portion” of the Borough
(which includes the area
proposed for annexation)
during the past 9 years.

Between 1996 and
1998, the City’s popula-
tion receded by 2.7%.

That decline is attributed
largely to the closure of the
Ketchikan Pulp Company’s
operations at Ward Cove.
Notwithstanding, from 1990

to 1998, the City’s population

still increased by 2.4%. The
Borough’s non-city popula-

tion, which includes the terri-

tory proposed for

annexation, increased 3.8%

from 1990 to 1998. Like the
City’s population, the
Borough’s non-city popula-
tion has receded from its
peak of the decade. The
1998 figure is 6.5% less than
the apex for the decade

reached in 1995. Again, the
recent decline is largely the
result of the closure of the
Ketchikan Pulp Company’s op-
erations at Ward Cove.

DCED concludes from the
foregoing that the population
of the proposed expanded
City is both large and stable
enough to support the exten-
sion of city government to the
territory proposed for annex-
ation.

C—5,9 O
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Section 6
Inclusion of All Necessary Areas

equately provide services
while offsetting impacts
from the development in
the territory proposed for
annexation.

A. The Standard B.  Views Expressed by
Ketchikan in its Petition

An area may be annexed
to a city provided, in part, that
the enlarged boundaries in-
clude all areas needed to pro-
vide city services in an efficient
and cost-effective manner.

In support of its conten-
tion that this standard is satis-
fied, the City states the
following in its amended peti-
tion:

The City contends that
enlarging the territory to
include the entire Shore-
line Service Area also fol-

Specifically, the law pro-
vides as follows:

3 AAC 110.130(a). The pro-
posed boundaries of the city
must include all land and wa-
ter necessary to provide the
full development of essential
City services on an efficient,
cost-effective level. In this re-
gard, the commission will, in its
discretion, consider relevant
factors, including:

(1) land use and ownership
patterns;

(2) population density;

(3) existing and reasonably
anticipated transportation pat-
terns and facilities;

(4) natural geographical
features and environmental
factors; and

(5) extraterritorial powers of
cities.

The City’s rationale for its par-
ticular boundary proposal is
two-fold. First, annexation of
those areas that will undergo
significant commercial growth
in the near future will allow the
City to provide necessary ser-
vices to residents and busi-
nesses within the North Tongass
Addition and other areas pro-
posed for annexation at a
manageable cost. Given
economic uncertainty follow-
ing closure of the Ketchikan
Pulp Mill, the continuing de-
cline of Southeast Alaska’s re-
source based economy, and
the significantly increased op-
erating and capital costs of
annexing additional territory,
annexation of only a portion of
the Shoreline Service Area was
proposed by the original an-
nexation petition. However,
following the filing of that origi-
nal petition, both the Borough
and SSA recommended that
the entire Shoreline Service
Area be annexed to the City.
Although economic uncer-
tainty continues, the City be-
lieves that adequate
resources exist within the entire
Shoreline Service Area to ad-

lows recommendations of
the Local Boundary Com-
mission. Inits January 28,
1999 report to the Twenty-
First State Legislature, the
LBC encouraged city
governments to adopt a
more comprehensive ap-
proach to annexation.
The Commission recog-
nized that while voluntary,
piecemeal annexations
may be locally favored
politically, they do not
necessarily represent the
best public policy. In par-
ticular, efficiency and ef-
fectivenessin the delivery
of City services such as
planning, utilities, road
maintenance and public
safety are likely to dimin-
ish as a consequence of
unnaturally constrained
corporate boundaries.

Secondly, the proposed
new boundaries will offset
the projected loss of
$1,159,550in sales tax rev-
enue that the City de-
pends upon to help
finance services provided
to the greater Ketchikan
community. By the end of
its third year, the pro-
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posed annexation is ex-
pected to (generate
$1,329,198 in additional rev-
enues resulting from in-
creased real and personal
property taxes; new sales
and transient occupancy
taxes; State Revenue Shar-
ing and Safe Communities
Funding; and other miscel-
laneous service fees. Addi-
tional operating costs
resulting from annexation
are projected at $552,567.
The City has identified
$838,900 in capital improve-
ments to be undertaken by
the City in the territory pro-
posed for annexation. The
proposed new boundaries
include all land and water
necessary to provide the full
development of essential
city services on an efficient,
cost-effective level.

C. Views of the Re-
spondent and Corre-
spondents

oooooooooooooooooooo

Views of Respondent SSA.

SSA takes the position
that the proposed annex-
ation “does not meet [the]
‘all land and water neces-
sary’ test” (SSA Brief, page
24) SSA contends that the
City’s proposal is based
upon an inconsistent phi-
losophy. Specifically, SSA
states that the City’s con-
cern over “economic un-
certainty following the
closure of the Ketchikan
Pulp Mill, continuing de-
cline of southeast Alaska’s
resource based economy
and the significantly in-
creased operating and

capital costs of annexing ad-
ditional territory” caused the
City to severely limit the size
of the original proposal.
However, according to SSA,
all businesses in the greater
Ketchikan area are subject
to the same factors. This
raises questions as to how
the proposed annexation
would provide for the full de-
velopment of essential city
services on an efficient, cost-
effective level. SAA follows
up by asking, “What would
be the effect on the City’s
ability to provide services
within the present City limits
or the SSA after annexation,
if the City’s projections for
revenues fall short for any
reason?”

The second point regard-
ing this standard raised by
SSA deals with topographic
features and development
patterns in the territory pro-
posed for annexation. Those
factors, SSA claims, would
render extension of water
and sewer utility services diffi-
cult and expensive. SSA
states that initially, City ser-
vices that would be offered
to the territory proposed for
annexation would be limited
“largely to fire, police and
some public works depatrt-
ment services.” (Ibid., page
25)

Views of the KGB and other
Correspondents.

The Borough maintained
that the City’s initial bound-
ary proposal failed to in-

clude all land and water nec-
essary to provide the full devel-
opment of essential City
services are an efficient cost
effective level. The Borough
stated, “. . . the City’s discus-
sion of this issue is deficient in
that it does not address the
fact that the remainder of the
Shoreline Services Area is addi-
tional land which should be
included to provide services
on a (sic) efficient and cost ef-
fective level.” (KGB letter,
page 11)

D. Views Expressed by
Ketchikan in its Reply Brief

The City notes in its reply
brief that the concerns ex-
pressed by the Borough re-
garding this topic are
addressed by the amendment
of the petition initiated by the
City. Otherwise, the City reas-
serts its belief that the standard
at issue is met.

E. DCED’s Views

The standard at issue con-
cerns whether there are areas
outside the five square miles
encompassed by the pro-
posed post-annexation bound-
aries of the City that are
crucial to the City’s ability to
provide essential city services
efficiently and cost-effectively.
Relevant information concern-
ing land use characteristics,
land ownership patterns,
population densities, extraterri-
torial powers, and transporta-
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tion patterns was provided in
each of the prior sections of
this report. To avoid redun-
dancy, such information will
not be repeated here.

The respondent Shoreline
Service Area criticizes the
City’s annexation proposal in
the context of this standard as
not addressing the long-term
jurisdictional needs of the City.
However, SSA has not shown
that areas outside the five
square miles in question are
actually crucial to the capac-
ity of the City to operate effi-
ciently and effectively.

The City’s proposed post-
annexation boundaries may
not be perfect. As noted pre-
viously, the City’s boundaries

are, by Alaska standards, quite

conservative. This is reflected
in the City’s standing as the
most densely populated city
government in the state — a
distinction it would retain by
a wide margin even after an-
nexation.

Because of the fiscal im-
pacts that the anticipated
commercial development
would have on the City,
DCED considers the annex-
ation of that territory to be
essential to the City’s ability
to maintain the current level
of services on an efficient
and cost-effective basis.

As commercial develop-
ment in the territory pro-
posed for annexation occurs,
the projected shift in sales
between the two areas in

guestion increases substan-
tially over time as is reflected
in chart 6-A.

As noted in Section 4 E of
this report, consultants re-
tained by the City project
that 91.5 percent of the tax-
able sales in the prospective
commercial development
from 2001 - 2003 will be
shifted from the area within
the City’s current bound-
aries.

The Borough character-
ized the City’s original pro-
jected annual losses of
revenue as “insignificant”
($437,500 initially, increasing
to $1.16 million by 2003). The
Borough noted in that re-
spect that the range of pro-
jected losses was equivalent

to 1.56% —
_ _ _ " _ _ 4.14% of the
Chart 6-A Projected shift of City sales tax revenues from the area within the current City boundaries to the e,
territory proposed for annexation Clty S cur-
$1,800,000 rent rev-
enues. (KGB
$1,600,000 — letter, page
/ 5).
$1,400,000 Express—
/ ing the pro-
$1,200,000 jected losses
/ in relative
$1,000,000 terms based
/ on the entire
$800,000 budget of
/———’/ the City, as
$600,000 the Borough
/ has done,
$400,000 makes the
figures ap-
$200,000 pear decep-
tively
%0 2000 2001 2002 2003 2004 2005 2006 2007 2008 m_OCJeSt' The
Sales Tax Shift| $415,120 | $705,703 | $719,817 |$1,077,434|$1,466,705($1,510,706/$1,556,027|$1,602,708($1,650,790 Clty S pro-
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jected loss of $1.16 million
in 2003 is equivalent to

lion in 2008 will fund many
City services. lItisironic that

Based on the foregoing dis-
cussion, DCED concludes that

18.4% of the total pro-
jected sales tax revenues
of the City in the current
year. Further, as was shown
in the preceding chart, the
City’s consultants pro-
jected that, absent annex-
ation, the City’s losses will
escalate to more than $1.6
million by 2008.

Additionally, when the
City’s projected losses are
expressed in absolute
terms, they are anything
but insignificant. $1.6 mil-

the Borough characterized
the City’s prospective losses
as “insignificant” but was
also critical that the City
falled to mention the
Borough’s projected annual
loss of $10,000 - $15,000 in
general fund revenues that
would stem from annexation.
(KGB letter, page 7)

To offer a comparison
similar to that of the Borough,
$15,000 represents 0.03% of
the Borough’s current bud-
get (even excluding most
education funds).

C—859 O

the standard in 3 AAC
110.130(a) is satisfied. There
may be other areas, however,
that are suitable for inclusion
within the corporate bound-
aries of the City that are out-
side the scope of its current
annexation proposal. How-
ever, again, there is no evi-
dence that such areas are
“necessary to provide the full
development of essential city
services on an efficient, cost-
effective level.”
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A. The Standard

An area may be annexed
to a city provided, in part, that
it is contiguous to the annexing
city, unless a compelling rea-
son exists for annexation of
non-contiguous territory. Spe-
cifically, the law provides as
follows:

3 AAC 110.130(b) Absent a
specific and persuasive show-
ing to the contrary, the com-
mission will, in its discretion,
presume that territory that is
not contiguous to the annex-
ing city does not meet the
minimal standards required for
annexation.

B. Views Expressed by
Ketchikan in its Petition

The City’s brief notes that
the territory is contiguous to its
existing corporate boundaries.
(Amended Petition, Exhibit H,
pages 8 and 11). Additionally,

Section 7
Contiguity

maps provided in Exhibit C of
the City’s amended petition
demonstrate that the territory
is contiguous to the existing
boundaries of the City.

C. Views of the Re-
spondent and Correspon-
dents

oooooooooooooooooooooo

Views of Respondent SSA,
Correspondent KGB and other
Correspondents.

Neither the respondent
nor any of the correspon-
dents assert that the territory
is not contiguous.

D. Views Expressed by
Ketchikan in its Reply
Brief

Since lack of contiguity
between the area proposed
for annexation and the area
within the existing boundaries

C—=8,9 O

of the City was not raised
by the respondent or cor-
respondents, the City
does not address the is-
sue in its reply brief.

E. DCED’s Views

The territory clearly ad-
joins the current bound-
aries of the City. Thus, the
standard set out in 3 AAC
110.130(b) is satisfied.
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Section 8

Boundaries Limited to Local Community and Next
Decade of Growth

A. The Standard

An area may be an-
nexed to a city provided, in
part, that it is limited to the
“existing local community”,
plus areas projected for
growth and service needs
during the next ten years.

Specifically, the law pro-
vides as follows:

3 AAC 110.130(c) The
proposed boundaries of
the city must include only
that area comprising an
existing local community,
plus reasonably predict-
able growth, development,
and public safety needs
during the 10 years follow-
ing the effective date of
annexation of that city.

C. Views of the Re-
spondent and Correspon-
dents

B. Views Expressed
by Ketchikan in its
Petition

The City makes multiple
references throughout its
brief expressing the view
that the territory is part of
the greater Ketchikan com-
munity. (Amended Petition,
Exhibit H, pages 1, 3-9, 11,
and 12)

oooooooooooooooooooooo

Views of Respondent SSA.

SSA considers 3 AAC
110.190(c) to require petition-
ers to “look forward ten
years, to project likely devel-
opments, and to incorporate
plans for those changes.” In
this particular case, SSA as-
serts that the City “did not
meet that responsibility.”
(SSA Brief, page 14)

oooooooooooooooooooooo

Views of the KGB and other
Correspondents.

No substantive comments
were offered on this aspect
of the petition by correspon-
dents.

D. Views Expressed by
Ketchikan in its Reply
Brief

The City points out that
page 6 of SSA’s initial brief
states, “The Shoreline area
has been a community for
many years. The KGB formal-
ized that community struc-
ture in 1969 when it
established the SSA. The pro-

posed North Tongass Addition
includes only approximately
one half of that community. To
be acceptable under (3 AAC
110.130(c)), the area proposed
for annexation should be ex-
panded to incorporate the en-
tire SSA.”

The City notes further, that
page 7 of SSA’s initial brief
states, “However, many in the
SSA believe that the City in-
tends eventually to annex the
entire SSA. If that could rea-
sonably occur within 10 years,
it would appear appropriate
to propose the entire area at
this time. This seems especially
appropriate given the fact
that the SSA is a community.”

E. DCED’s Views

SSA misinterprets 3 AAC
110.130(c). That law allows but
does not compel a petitioner
to propose the annexation of
areas of “reasonably predict-
able growth, development,
and public safety needs during
the 10 years following the ef-
fective date of annexation.”
Like the standard addressed in
Section 9 of this report, 3 AAC
110.130(c) is a limit on the in-
clusion of excess territory within
the corporate boundaries of
cities.
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As DCED addressed exten-
sively in Section 1 E of this re-
port, particularly Section 1 E
(6), the 1.2 square mile territory
proposed for annexation and
the 3.8 square mile area within
the current boundaries of the
City are clearly parts of the

same community. To avoid
redundancy, details of that
prior discussion are not re-
peated here.

Since all of the 5.0 square
mile area encompassed by
the proposed post-annex-

C—=8,9 O

ation boundaries of the
City is part of the same
community, the City’s an-
nexation proposal obvi-
ously conforms to the
standard set out in 3 AAC
110.130(c).
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Section 9

Exclusion of Large Unpopulated Regions

A. The Standard

An area may be an-
nexed to a city provided, in
part, that the proposed
boundaries exclude large
uninhabited areas, except
when justified by other an-
nexation standards. Spe-
cifically, the law provides
as follows:

3 AAC 110.130(d) The
proposed boundaries of
the city must not include
entire geographical regions
or large unpopulated ar-
eas, except when bound-
aries are justified by the
application of the stan-
dards in 3 AAC 110.090 -

3 AAC 110.130.

B. Views Expressed
by Ketchikan in its
Petition

The City implicitly asserts
that it complies with this
standard by noting that the
territory proposed for an-
nexation encompasses 1.2
square miles and is inhab-
ited by 486 individuals.
(Amended Petition, Exhibit
H, page 6)

C. Views of the
Respondent and
Correspondents

oooooooooooooooooooooo

Views of Respondent SSA.

The SSA does not suggest
that the area proposed for
annexation contains large,
unpopulated areas.

oooooooooooooooooooooo

Views of the KGB and other
Correspondents.

None of the correspon-
dents suggested that the
area proposed for annex-
ation or the area within the
current boundaries of the
City of Ketchikan contains
excessively large, unpopu-
lated areas.

D. Views Expressed by
Ketchikan in its Reply
Brief

The subject is not ad-
dressed in the reply brief,
presumably because noth-
ing in the record suggests
that the City of Ketchikan’s
annexation proposal violates
the prohibition against inclu-
sion of large unpopulated
areas.

E. DCED’s Views

Approval of the City’s an-
nexation proposal would ex-
pand its jurisdictional territory
by 1.2 square miles or 31.6%.
However, Ketchikan’s ex-
panded boundaries would re-
main small in comparison to
most other cities in Alaska.
Ketchikan’s new boundaries
would encompass only five
square miles.

In comparison, the average
size of Alaska’s 145 city govern-
ments is 27.11 square miles.
The median size of all cities in
Alaska is 8.5 square miles. The
proposed post-annexation
boundaries of the City encom-
pass an area that is 82%
smaller than the average and
41% smaller than the median
of all 145 cities in Alaska.

Comparisons among
Alaska’s most populous cities
provides even more relevant
and dramatic evidence of the
relatively small size of
Ketchikan’s proposed bound-
aries. The average area en-
compassed by the corporate
boundaries of the other 10
most populous cities in Alaska
is 67.27 square miles; the me-
dian figure is 29.4 square miles.
Ketchikan’s proposal is 93%
smaller than the average and
83% smaller than the median.
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As is shown in Chart 9-A, with
one exception, the population
of the ten cities in question is
substantially less than the
population of the City of
Ketchikan.

Thirty-nine cities in Alaska
have boundaries encompass-
ing an area equal to or less
than the proposed size of the
City of Ketchikan. Of these,
only North Pole and Palmer
have populations in excess of
900. However, neither of those
two cities have populations or
development approaching
that of Ketchikan.

Even after annexation,
the City of Ketchikan would
remain the most densely
populated city government
in Alaska, far out-pacing the
second most populous city in
the state.

The per capita assessed
value of real and personal
property within the proposed
expanded boundaries of the
City would be $61,766. The
comparable figure for the 1.2
square miles proposed for
annexation is $116,230.

Those figures alone are
strong evidence of significant
development within the area
in question.

Chart 9-A Alaska’s Most Populous Cities

Based on the foregoing,
DCED concludes that the
proposed post-annexation
boundaries of the City do
not include entire geo-
graphical regions or large
unpopulated areas. Thus,
the standard established at
3 AAC 110.130(d) is satis-
fied.
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Section 10

Balanced Best Interests

A. The Standard

3 AAC 110.140 sets out

the “bestinterests” stan-

dard relating to legislative
review annexation propos-

als as follows.

Territory that meets all of the
annexation standards speci-
fiedin 3 AAC 110.090 - 3AAC
110.130 may be annexed to
a city by the legislative re-
view process if the commis-
sion also determines that
annexation will serve the
balanced best interests of
the state, the territory to be
annexed, and all political
subdivisions affected by the
annexation. In this regard,
the commission will, in its dis-
cretion, consider relevant
factors, including whether
the

(1) territory is an en-
clave surrounded by the
annexing city;

(2) health, safety, or
general welfare of city resi-
dents is or will be endan-
gered by conditions existing
or potentially developing in
the territory, and annexation
will enable the city to regu-
late or control the detrimen-
tal effects of those
conditions;

(3) extension of city ser-
vices or facilities into the ter-
ritory is necessary to enable
the city to provide ad-
equate services to city resi-

dents, and it is impossible or
impractical for the city to ex-
tend the facilities or services
unless the territory is within the
boundaries of the city;

(4) residents or property
owners within the territory re-
ceive, or may be reasonably
expected to receive, directly
orindirectly, the benefit of city
government without com-
mensurate tax contributions,
whether these city benefits
are rendered or received in-
side or outside the territory,
and no practical or equitable
alternative method is avail-
able to offset the cost of pro-
viding these benefits;

(5) annexation of the ter-
ritory will enable the city to
plan and control reasonably
anticipated growth or devel-
opment in the territory that
otherwise may adversely im-
pact the city; and

(6) territory is so sparsely
inhabited, or so extensively in-
habited by persons who are
not landowners, that a local
election would not ad-
equately represent the inter-
ests of the majority of the
landowners.

B.

Views Expressed by

Ketchikan in its Petition

In the City’s view, “An eq-
uitable balancing of interests

clearly favors annexation of

the North Tongass Addition.”

(Amended Petition, Exhibit H,
page 7) The City contends
that if the proposed annex-
ation does not occur, the rap-
idly growing territory proposed
for annexation will be denied
essential public safety and
public works services, and the
City will be deprived of rev-
enues required to provide es-
sential services.

The City asserts that the re-
location of auto sales and ser-
vice dealerships and the
construction of new overnight
lodging facilities in the territory
proposed for annexation al-
ready costs the City at least
$97,000 in lost sales and tran-
sient occupancy taxes annu-
ally. Given the prospects of a
slow growth or no growth
economy due to the closure
of the Ketchikan Pulp Mill, such
loss of tax revenues cannot be
recouped by the City.

The City anticipated that
residents and property owners
in the area proposed for an-
nexation might argue against
the annexation proposal on
the grounds that it is not in
their best interests. The City
predicted that opponents of
annexation would assert that
they would not benefit from
annexation and would char-
acterize themselves as victims
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who happen to be located
between the City’s present
boundaries and the Mile 4
North development. The City
also predicted that opponents
of the annexation proposal
would malign the City’s annex-
ation as a “money grab.”

The City’s brief noted that
the average assessed value of
a residence in the territory to
be annexed is approximately
$182,000, requiring the aver-
age homeowner to pay $1,165
annually in additional taxes as
a result of annexation (based
on the City’s current levy of 6.4
mills). According to the City’s
brief, the impact of such addi-
tional taxes would be partly
offset by the elimination of the
1 mill Shoreline Service Area
levy and the 0.92 mill non-
areawide Borough tax levy.
Elimination of those taxes
would reduce the additional
tax burden upon the average
homeowner by $349. The City
also projected that the added
property tax burden would be
mitigated by “up to a thirty-
nine percent decrease in fire
insurance premiums through at
least 2005,” at which time the
City will undergo its next
scheduled ISO evaluation.
Such would produce insurance
savings estimated at $384 on a
$182,000 residence. Thus, ar-
gues the City, annexation
would result in a net annual in-
crease of $432 to the average
homeowner within the area
proposed for annexation. The
City also notes that
homeowners in the area pro-

National Bank of Alaska branch located in the area proposed for annexation

posed for annexation could
further benefit from the fed-
eral income tax deduction
for municipal property tax
payments.

The City notes that resi-
dents and businesses of the
North Tongass Addition will
continue to benefit from ser-
vices that the City provides
to the entire community.
They will also receive munici-
pal police service, improved
fire protection, and improved
street maintenance.

According to the City’s
brief, absent the proposed
annexation, residents and
businesses in the North
Tongass Addition will, in all
likelihood, be required to as-
sume a greater percentage
of the cost of regional ser-
vice delivery through Bor-
ough sales and property
taxes. The City would be un-
able to continue to finance

regional services at the
level to which the commu-
nity has become accus-
tomed.

Rather than being a
“money grab,” the City
characterizes the proposed
annexation as a change to
provide needed municipal
services to the North
Tongass Addition and pro-
vide for the maintenance
of regional services af-
forded to the community
at large. The City considers
annexation as the means
by which it will be enabled
to balance the
community’s resources with
the community’s service
needs. Thus, annexation is
considered by the City as
the best way to ensure pro-
vision of the greatest de-
gree of services to all
residents within the greater
Ketchikan area.
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The City opines that, ab-
sent annexation, the State
will be permanently bur-
dened with the cost of pro-
viding services to the
territory. The City con-
cludes that in this case ap-
plication of the “balanced
best interests” test ensures
the well-being of the State,
the City, the Borough, and
the area proposed for an-
nexation.

C. Views of the
Respondent and
Correspondents

oooooooooooooooooooo

Views of Respondent SSA.

In its first responsive
brief, SSA stressed that the
best interests of the area
proposed for annexation
were not served because
the annexation, as origi-
nally proposed, would
have split the service area
in half and could eliminate
the viability of the SSA. (at
17)

In its second responsive
brief, the SSA stated that:

e SSA residents only repre-
sent approximately
eight percent of the
non-City population
benefiting from City ser-
vices without a com-
mensurate tax
contribution. The City’s
proposal to annex the
North Tongass Addition
would reduce, but not

eliminate, the number of
residents and businesses
that reportedly pay less
than a fair share of the
cost of providing the City
services that they enjoy.

The proposed boundaries
do not reflect a compre-
hensive approach to
community problems.
Other adjacent areas
(e.g., Ward Cove and the
airport) are similarly
poised for significant de-
velopment; the City’s
“pbalanced best interest”
arguments for annexation
of SSA would seemingly
apply equally well to
those areas.

The Petition appears to
be duplicative of the
City’s petition to consoli-
date the City of Ketchi-
kan and the Ketchikan
Gateway Borough gov-
ernments.

19 AAC 10.140(3) requires
a showing that “it is im-
possible or impractical for
the city to extend the ser-
vices unless the territory is
within the boundaries of
the city.” “Impossible”
and “impractical” are
relatively high standards.
As an example, the peti-
tioner claimed that the
City could arrange with
the KGB to extend fire
protection and water ser-
vices under contract or
other means into the
North Tongass Addition
area.

The Petitioner does not
demonstrate that “exten-
sion of city services or facili-
ties into the territory is
necessary to enable the
City to provide adequate
services to city residents.”
Until the City demonstrates
that it cannot extend those
services by some other ac-
ceptable means, it seem-
ingly cannot address this
standard.

The Petitioner fails to show
that “no practical or equi-
table alternative method is
available to offset the cost
of providing these benefits.”
There are alternative meth-
ods available to offset the
cost of providing fire pro-
tection and public water
system services to the North
Tongass Addition. The City
should bear the burden of
identifying the alternatives
and demonstrating that
these alternatives for offset-
ting the cost of providing
those services are not
“practical or equitable.”

The City does not demon-
strate that the territory pro-
posed for annexation is so
sparsely inhabited, or so ex-
tensively inhabited by per-
sons who are not
landowners, that a local
election would not ad-
equately represent the in-
terests of the majority of the
landowners. Since itis in-
habited by 486 people, the
SSA is not sparsely popu-
lated. It has enough popu-
lation to meet the State’s
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This view of the territory proposed for annexation shows Lewis Motors (upper left), National Bank of Alaska (upper center), Karlson
Motors (upper right). The new Wal-Mart store will be located in the center. Additional future development is expected to occur in
the center left.

population standards for
incorporation as a first class
city. A local election would
serve well to “represent the
interests of the majority of
the landowners.”

Views of the KGB and other
Correspondents.

The Borough indicated with
respect to the original petition
that annexation would not
serve the balanced best inter-
ests of the State, the territory to
be annexed and all political
subdivisions affected by the
annexation. Specifically, the
Borough asserted that:

= health, safety, or general
welfare of City residents will
not be endangered by
conditions existing or poten-
tially developing in the terri-
tory, and annexation is not
necessary to enable the
City to regulate or control
the detrimental effects of
those conditions;

= extension of City services
or facilities into the terri-
tory is not necessary to
enable the City to provide
adequate services to City
residents;

= annexation is not neces-
sary to enable the City to
plan and control reason-
ably anticipated growth
or development in the ter-
ritory that otherwise may
adversely impact the City;

= residents or property own-
ers within the territory do
not receive, and may not
be reasonably expected
to receive, directly or indi-
rectly, the benefit of city
government without com-
mensurate tax contribu-
tions.

The Borough concluded,
however, that the balanced
best interests of the state, the
territory to be annexed and
all political subdivisions are
best served if the City of

Ketchikan annexes either
all or none of the Shoreline
Service Area.

D. Views Expressed by
Ketchikan in its Reply
Brief

In its reply brief, (pages 2
- 5), the City observes that
the April 30 SSA brief ac-
knowledged certain factors
which prompted the City to
seek annexation of the SSA.
These factors included the
tax generating potential of
the North Tongass Addition,
the significant City revenue
problems if projected de-
velopment occurs immedi-
ately outside the City’s
current boundary and the
likelihood that future
growth and development
in the subject territory could
require services of a higher
level than presently of-
fered.
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The City stated that it
considered the Shoreline
Service Area Board of Di-
rectors’ second brief to fur-
ther validate many of the
City’s underlying reasons for
proposing annexation of
the entire SSA. For in-
stance, the SSA Board ac-
knowledged the inequity
and inefficiency that exists
when services are ex-
tended by the City yet en-
joyed by those who reside
outside the City limits. The
City contended that such
underscores the impor-
tance of redressing the in-
equity by enhancing the
City’s ability to recapture
sales tax revenue that will
be lost to the City as a di-
rect result of Wal-Mart and
the other pending devel-
opment at Mile 4 North.
The City indicated that
without annexation, existing
inequities and inefficiencies
would be exacerbated.

The City noted the state-
ment in SSA’s second brief
that residents of the SSA
were purportedly willing to
“pay their fair share” for ser-
vices but objected to the
annexation on the basis
that SSA taxpayers should
not have to bear the rela-
tively heavy burden of an-
nexation to solve problems
that are clearly community-
wide.

The City insisted that it
had not singled out the
Shoreline Area from other
areas of the Borough for

annexation to eliminate in-
equities and inefficiencies.
Instead, the City considered
annexation of the Mile 4
North area to represent a
logical response to a major
shift in taxable sales from in-
side the City to Mile 4 North
as a result of the develop-
ment of a Wal-Mart and
other commercial activity.
Annexation would allow the
City to remain whole by ex-
tending the City’s ability to
capture existing sales tax rev-
enues and benefit the devel-
oping area by providing
enhanced life and safety ser-
vices under the auspices of
the City.

The City rejected as in-
valid, assertions that it is “un-
reasonable to impose the
weight of annexation on only
the Shoreline Service Area,”
and that becoming City resi-
dents places a “heavy bur-
den” on Shoreline residents.
The City characterized such
positions as failing to accept
the fact that 59 percent of
the Borough’s population
currently are able to pay
their fair share without it be-
ing a burden. The City also
considered inconsistent the
recognition by the SSA Board
of Directors of inequities and
inefficiencies with the
Board’s opposition to the
City’s efforts to reduce those
inequities. According to the
City, consideration of the
“best interests” of the entire
community compels support
for the proposed annexation.

The City asserted that con-
clusions in the Reed Hansen
study clearly affirmed the
City’s position that a major shift
in sales tax generation will oc-
cur as a result of the Mile 4
North development. It con-
tends that “Rather than assert-
ing a ‘Henny Penny’ allegory,
the Borough would have been
better positioned to make its
arguments had it undertaken
an analysis comparable to
that commissioned by the
City.” The City states that if the
KGB had done so, it would
have concluded that a major
shift in sales tax generation will
occur and, absent annexation,
that the Mile 4 North develop-
ment will become to the City’s
ability to provide essential
community services what a
“north Atlantic iceberg be-
came to the R.M.S. Titanic.”

The City argues that pend-
ing development will increase
the need for law enforcement
and fire protection and that
the current level of services is
insufficient to meet the in-
creased needs. The City main-
tained that given the current
budget crisis facing the State,
the KGB “cannot continue to
rely on free law enforcement
services provided by the state,
free road services provided by
the state and the availability
through mutual aid agree-
ments of fire protection ser-
vices provided by the City to
meet increased needs.” The
City predicted that State ser-
vices will decrease, placing
more responsibility on local
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municipalities and noted that
the City has the infrastructure
and ability to provide these
life/safety services on a cost-
efficient basis. On this basis
the City considers the health,
safety and general welfare of
City residents to be endan-
gered by conditions develop-
ing in the territory proposed for
annexation and considers an-
nexation necessary to provide
the City with the ability to regu-
late or control detrimental ef-
fects of those conditions.

On pages 24 - 25 of its reply
brief, the City takes issue with
the suggestion by the KGB that
if a shift in retail sales from
within the City to areas outside
of the City occurs, such reduc-
tion in City sales tax revenues
might not jeopardize the ability
of the City of Ketchikan to pro-
vide services to its residents.

The City expressed frustra-
tion that the Borough failed to
recognize the extent to which
a shift of retail sales from inside
the City to outside the City
would negatively impact the
ability of the City to provide
services. The City held that
“the shift is real and of suffi-
cient magnitude to require im-
mediate action. For the
Borough to again state that
the City enjoys more than its
population proportionate
share of taxable sales is irre-
sponsible and not in the inter-
est of fifty-nine percent of its

population.” On this basis,
the Petitioner considers ex-
tension of City services or fa-
cilities into the territory to be
necessary to enable the City
to provide adequate ser-
vices to City residents.

The City argues that as a
result of the amendment to
its petition to include the en-
tire Shoreline Service Area, it
had satisfied the concerns of
the Borough and that the
best interests of the State, the
territory to be annexed and
all political subdivisions are
served by the annexation.

The City complained that
the Borough viewed the
City’s annexation from a dif-
ferent perspective than its
own. The reply brief stated
that as the governmental
body representing both City
and non-City residents of the
KGB, the Borough’s response
should have been consistent
with the best interests of a
majority of its citizens. To re-
spond simply on behalf of
the Shoreline Service Area
residents ignores the
Borough’s greater responsibil-
ity for the community as a
whole. On this basis, the City
argues that annexation will
serve the balanced best in-
terest of the State, the terri-
tory to be annexed and all
political subdivisions affected
by the annexation.

27 As noted in the Introduction

to this report, DCED has
modified all references by
the parties to the LBC’s
regulations to conform to
the current Title and Chap-
ter to avoid confusion. Itis
noted however, that the
subsections cited here by
SSA are incorrect. There
are no subsections 7- 11in 3
AAC 110.140.

E. DCED’s Views

Both SSA and the Bor-

ough misinterpret and mis-
apply the standard at issue
by characterizing the dis-
cretionary factors listed in 3
AAC 110.140 as standards
that must be met. For ex-

ample, SSA incorrectly as-
serts at page 27 of its
responsive brief that?”:

“(3 AAC 110.140(7)) re-
quires a showing that ‘it
is impossible or impracti-
cal for the city to extend
the services unless the
territory is within the
boundaries of the city.

“(3 AAC 110.140(8)) re-
quires a showing that
‘extension of city ser-
vices or facilities into the
territory is necessary to
enable the city to pro-
vide adequate services
to city residents.” ...”
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“(3 AAC 110.140(9)) re-
quires a showing that
‘no practical or equi-
table alternative
method is available to
offset the cost of provid-
ing these benefits.” ...”

“(3 AAC 110.140(11)) re-
quires a showing that
the territory proposed
for annexation ‘is so
sparsely inhabited, or so
extensively inhabited by
persons who are not
landowners, that a local
election would not ad-
equately represent the
interests of the majority
of the landowners.” ...”
(emphasis added)

The Borough makes simi-

lar incorrect assertions re-
garding the factors. For
example, the Borough
states on pages 8 and 9 of
its letter, “Turning to the
statutory criteria for evalu-
ating annexation petitions,
this petition fails to satisfy
those criteria. . . . Health,
safety, or general welfare
of City residents will not be
endangered by conditions
existing or potentially de-
veloping in the territory,
and annexation is not nec-
essary to enable the City to
regulate or control the det-
rimental effects of those
conditions.”

As clearly indicated in

Section 10 A of this report,

the law provides that when
the LBC applies the best in-
terests standard, “the com-

mission will, in its discretion,
consider relevant factors, in-
cluding whether . . . “ any of
the six discretionary factors
set out in 3 AAC 110.140 exist
with respect to the city an-
nexation proposal.

The law does not require
all - or for that matter, any —
of the six factors listed in 3
AAC 110.140 to be present in
order for the best interests
standard to be met. The
Commission has the discre-
tion to consider those factors
if they are relevant to the
particular proposal under
consideration. The Commis-
sion is free to examine any
other factors that it considers
to be relevant in judging the
balanced best interests in
this particular proposal. Fac-
tors which DCED considers to
be relevant to the determi-
nation of the best interests
standards in this particular
proceeding are addressed
below.

oooooooooooooooooooooo

(1) Inequities in the delivery
of services and alternatives
to resolve those inequities.

DCED has determined
that at least one of the fac-
tors listed in 3 AAC 110.140
exists in the territory. That is,
residents or property owners
within the territory receive, or
may be reasonably ex-
pected to receive, directly
or indirectly, the benefit of
city government without
commensurate tax contribu-
tions, whether these city
benefits are rendered or re-

ceived inside or outside the
territory, and no practical or
equitable alternative method
is available to offset the cost of
providing these benefits.

Respondent SSA has, in
fact, conceded that residents
and property owners in the ter-
ritory proposed for annexation
enjoy City services without
commensurate tax contribu-
tions to the City. Specifically,
SSA states:

“SSA residents and businesses
are not unique among outside-
City residents and businesses —
they all enjoy City-provided ser-
vices without fully compensating
the City through normal tax
structures. Indeed, SSA residents
only represent approximately
eight (8) percent of the Borough
population living outside the City
of Ketchikan.” (SSA Brief, page
9)

As far as alternatives to ad-
dressing that issue are con-
cerned, several have been
identified by opponents to an-
nexation. Briefly, these in-
clude:

= imposition of fees for ser-
vices such as fire protection
and police for new com-
mercial development in the
territory;

= implementation of compre-
hensive changes to service
delivery systems such as
that envisioned by the pro-
spective proposal for con-
solidation of the City and
the Borough;

= assumption of additional
powers by SSA;
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= transfer of regional powers
from the City to the Bor-
ough;

« amendment of City sales
tax laws to compensate for
the loss of revenues (e.g.,
eliminate current exemp-
tions; increase tax rates; or
provide for higher rates in
the summer).

A fee-for-services approach
is not likely to be practical or
equitable. Since it does not
involve taxation, property own-
ers would have a choice as to
whether they wish to partici-
pate in funding essential ser-
vices in the territory. Those
who chose not to participate
would place an inequitable
burden on those who did con-
tribute.

The prospective consolida-
tion of the City of Ketchikan
and the Ketchikan Gateway
Borough offers great potential
for resolving current inequities
in the delivery of services.
However, its future is too uncer-
tain to consider it a practical
alternative to the pending an-
nexation proposal. The City
notes in that regard:

While the City is pursuing consoli-
dation of the City and the Bor-
ough, an effort the Assembly has
declined to participate in, one
can only imagine the opposition
this effort might evoke. Should
the Borough take a stance on
consolidation as it has done
against annexation of the Shore-
line Service Area, the success of
any such effort is by no means

assured. (Reply Brief, page 6)

To be successful, any pro-
posal for consolidation of the
two principal local govern-
ments in Ketchikan will have
to overcome significant chal-
lenges, particularly intrinsic
disincentives for support of
such a proposal among
those living outside the City
of Ketchikan. For example, it
is reasonable to assume that
consolidation will result in
higher taxes and greater re-
sponsibilities for the area out-
side the City of Ketchikan.
Too, consolidation will render
homebuyers outside the City
ineligible to receive new
Alaska Housing Finance Cor-
poration (AHFC) Small Com-
munity Housing Mortgage
loans (rural loans).® Similar
effects regarding AHFC rural
loans in other communities
facing consolidation or an-
nexation have proven to be
major concerns for those af-
fected.

There is another important
and practical reason to pro-
ceed with annexation not-
withstanding the prospective
consolidation of local gov-
ernments in Ketchikan. In-
variably, every proposal for
unification and consolidation
of city and borough govern-
ments in Alaska has involved
the creation of borough ser-
vice areas with boundaries
coterminous to the bound-
aries of former cities at the
time of unification or consoli-
dation. DCED concluded
previously that the area pro-

28 Existing loans would not be
affected by annexation.
Further, such loans could be
assumed if homes financed
under the program were
sold. In other words, annex-
ation would only affect new
loans. Additionally, it should
be noted that some urban
loan programs are currently
available through the Alaska
Housing Finance Corporation
at lower interest rates than
those available through the
rural loan program. Lastly it
should be noted that Senate
Bill 150, currently pending
before the legislature, would
eliminate the rural loan inter-
est rate advantage. (Joyce
Michaelson, AHFC)

posed for annexation is es-
sential to the efficient and
cost-effective delivery of
services to the City. The
annexed area would have
the same relationship to the
urban service area that
would be created upon
the successful consolida-
tion of local governments in
Ketchikan.

The suggested alterna-
tive involving the assump-
tion of additional powers
by SSA would address cer-
tain of the service needs of
the territory proposed for
annexation. However, it
would not address the in-
equities associated with the
current service responsibili-
ties of the City of Ketchikan
unless the SSA contributed
directly to the hospital and
the other twelve services
and facilities identified pre-
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viously. If SSA were to as-
sume such broad powers, it
would — to a degree — be
duplicating many of the
services offered by the City.
That scenario would result
in inefficient delivery of ser-
vices.

The transfer of regional
powers from the City to the
Borough would address the
inequities inherent in the
current structure. However,
it would require areawide
approval by Borough voters
under AS 29.35.300(b). The
City notes that this alterna-
tive, “assumes that other
residents of the Borough,
excluding the Shoreline Ser-
vice Area, desire to be
taxed for increased ser-
vices provided by the Bor-
ough. Traditionally, non-City
Borough residents have
been reluctant to endorse
additional powers by the
Borough and additional
taxes.”

The alternative of raising
City sales taxes to compen-
sate for lost revenues only
makes existing inequities
worse. Thus, DCED con-
cludes that this and the
other alternatives discussed
above are impractical or
inequitable.

Based on the foregoing
discussion, DCED con-
cludes that the factor set
out in 3 AAC 110.140(4) ex-

ists with respect to the terri-
tory proposed for annex-
ation.

In addition to the factor
set outin 3 AAC 110.140(4),
DCED addresses four addi-
tional aspects of the annex-
ation proposal which it
considers to be relevant in
the context of this standard.

oooooooooooooooooooooo

(2) Minimizing the number of
local government units.

The Commission has often
focused on the principles of
local government set out in
Article X of the Constitution
of the State of Alaska when
applying the “best interests”
standard. Article X, Section 1
promotes “a minimum of lo-
cal government units.” The
Alaska Supreme Court has
interpreted that provision to
be a “constitutional policy of
minimizing the number of lo-
cal government units.” (em-
phasis added) City of
Douglas v. City and Borough
of Juneau, 484 P.2d 1040,
1044 (Alaska 1971).

As indicated in the Intro-
duction to this report, DCED
considers borough service
areas to be local govern-
ment units (albeit severely
limited ones). In recent pro-
ceedings relating to annex-
ation of territory to the City
of Haines, Victor Fischer,
Constitutional Convention
Delegate and Secretary to

the Convention’s Local Gov-
ernment Committee, con-
curred with DCED’s
characterization of service ar-
eas as units of local govern-
ment. He noted in that regard:

The Section 1 purpose of provid-
ing for a minimum of local gov-
ernment units was definitely
meant to cover service areas
and other types of single or mul-
tiple service districts. The Local
Government Committee Min-
utes and Constitutional Conven-
tion Proceedings make it
perfectly clear that the del-
egates sought to avoid the mul-
tiplicity of special districts that
characterized most American
urban areas (e.g., Chicago) and
then already developing around
the City of Anchorage. (em-
phasis original)

Note in this connection that Sec-
tion 2 states that All local gov-
ernment powers shall be vested
in boroughs and cities. It clearly
does not state that cities and
boroughs shall be the only local
government units. This means
that other local government
units (e.g., REAA’s and other ser-
vice areas) can exist, but they
are not vested with local govern-
ment powers — they can exist
only as a creature of a borough
as set forth in Section 5. .. (em-
phasis original)

The Alaska Supreme Court
has also expressly recognized
service areas as local govern-
ment units in the context of Ar-
ticle X, Section 1. Specifically,
the court held that:

It is reasonable to interpret AS
29.35.450(b) and article X, sec-
tion 5 as preferring incorporation
of a city over the creation of new



Page 72

Preliminary Report to LBC Concerning Annexation of 1.2 Square Miles to the City of Ketchikan

service areas. This interpretation
is supported by legislative history
and is not inconsistent with ar-
ticle X, section 1 of the Alaska
Constitution.?® Constructing a
barrier to approving an exces-
sive number of government units
does not prohibit the creation of
them when they are neces-
sary.®® Whether a service area or
a city is established, another
government unit is created. If
numerous service areas are set
up supplying only one or two ser-
vices each, there is the poten-
tial for an inefficient proliferation
of service areas. In contrast,
once a city is established, it can
provide many services, and
other communities can annex to
the city in the future.! Although
the framers entertained the idea
of unified local governments,
they realized that the need for
cities still existed.®? (emphasis
added) Keane v. Local Bound-
ary Commission, 893 P.2d 1239,
1243 (Alaska 1995).

The territory proposed for
annexation wholly encom-
passes one borough service
area (SSA). No other borough
service areas are paurtially in-
cluded in the annexation pro-
posal. Aside from the fact that
annexation will eliminate one
local government unit, DCED
believes that the integration of
the SSA with the City of Ketchi-
kan will promote greater eq-
uity, efficiency, and
effectiveness in the delivery of
local governmental services
which are at the heart of the
constitutional provision in ques-
tion. Thus, DCED concludes
that the City’s annexation pro-
posal promotes the principles
found in Article X, Section 1 of
the Constitution of the State of
Alaska.

(3) Maximum local self-gov-
ernment.

In addition to promoting a

minimum of local govern-
ment units, Article X, Section
1 of Alaska’s constitution fa-
vors “maximum local self-
government.” Alaska’s
constitutional convention

delegates considered home
rule local governments to be
the epitome of maximum lo-

cal self-government. As
noted by Thomas A.
Morehouse and Victor
Fischer:33

An oft-repeated theme of the
[Alaska constitutional] con-
vention, and one of the stated
purposes of the local govern-
ment article, was provision of
maximum local self-govern-
ment to the people of Alaska.
As envisioned, the self-govern-
ment concept would apply
not only to formal home rule
cities and boroughs, but ex-
tend also to general law units
and even to unorganized ar-
eas, where it could take the
form of local participation in
state policy making and pro-
vision of state services. Home
rule was held to be the vehicle
for strengthening both state
and local governments by
permitting the people to deal
with local problems at the lo-
cal level. It was also to be the
means for promoting local
government adaptation in a
state with great variations in
geographic, economic, so-
cial, and political conditions.
(emphasis added)

This home rule philosophy was
not believed to be inconsistent
with a strong state role in local
affairs. As the above discus-
sion indicates, the exercise of
state authority was considered

29 See Morehouse & Fischer,
supra, at 42 (“the stated
purpose of preventing dupli-
cation of tax levying jurisdic-
tions and providing for a
minimum of local govern-
ment units was directly re-
sponsible for [article X,
section 5 of the Alaska Con-
stitution].”); see also 4 Pro-
ceedings of the Alaska
Constitutional Convention
(PACC) 2714-15 (January 20,
1956) (Delegate Rosswog
stated that the main inten-
tion of section 5 was “to try
not to have a lot of sepa-
rate little districts set up . . .
handling only one prob-
lem.”) Itis noteworthy that
an amendment to eliminate
the option of “incorporation
as a city” from article X, sec-
tion 5 was defeated by the
convention. 4 PACC 2712-
17 (January 20, 1956).

Indeed, the LBC has recog-
nized that the provisions for
service areas in article X,
section 5 would be “particu-
larly applicable to condi-
tions in Alaska. Thus many
areas which have not yet
attained a sufficient tax
base or population to incor-
porate as a city will be as-
sisted.” Local Boundary
Commission, First Report to
the Second Session of the
First Alaska State Legislature
at I-7 to 1-8 (1960).

30 Victor Fischer, an authority
on Alaska government, “ad-
vises that the ‘minimum of
local government units’ lan-
guage ... was aimed at
avoiding special districts
such as health, school, and
utilities districts having sepa-
rate jurisdiction or taxing
authority. He notes no
policy was stated limiting
the number of cities and
boroughs.” DCED Report to
the Alaska Local Boundary
Commission on the Pro-
posed Yakutat Borough In-

Continued on next page
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corporation and Model Bor-
ough Boundaries for the
Prince William Sound, Yaku-
tat, Cross Sound/Icy Strait
Regions 50 (December
1991) [hereinafter Yakutat
Report]. Nonetheless, in City
of Douglas v. City and Bor-
ough of Juneau, 484 P.2d
1040 (Alaska 1971), we
noted that article X, section
1 “expresse[s] [a] constitu-
tional policy of minimizing
the number of local govern-
ment units.” /d. at 1044 (em-
phasis added). In addition,
the DCED has concluded
that “the constitutional lan-
guage ‘minimum of local
government units’ does ad
monish the LBC to guard
against approving the cre-
ation of an excessive num-
ber of local governments.”
Yakutat Report, supra at 52.
We note that neither view
supports the addition of un-
necessary government units.

31 Delegate Doogan referred
to a city as a “combination
of service areas within a
borough.” 4 PACC 2652
(January 19, 1956).

32 In an attempt to simplify
local government and pre-
vent the overlapping of gov-
ernmental functions,”
consistent with the purpose
of article X, section 1, “the
framers of the constitution ...
considered establishing a
single unit of local govern-
ment with the abolition of
cities altogether.” City of
Homer v. Gangl, 650 P.2d
396, 400 (Alaska 1982). Al-
though advantageous, the
framers considered it a
“concept whose time had
not yet come.” /d. “Section
2 of Article X presents the
compromise solution: “All
local government powers
shall be vested in boroughs

Continued on next page

essential in matters of incorpo-
ration and boundaries, i.e., the
creation of local governments
and their areas of jurisdiction
were felt to be matters ulti-
mately of state responsibility.
When properly established,
however, their internal organi-
zation and operations were to
be primarily local concerns,
particularly in the case of
home rule units. (emphasis
added) Moreover, a “strong
state role” also meant that the
state would supportlocal gov-
ernments with financial aid
and technical assistance.
(Borough Government in
Alaska, by Thomas A.
Morehouse and Victor Fischer,
page 56)

Residents of Alaska have
often demonstrated their
preference for home rule cit-
ies and boroughs over gen-
eral law cities and boroughs.
Overall, 62.5% of Alaskans
live in home rule cities and
boroughs. The four most
populous cities in Alaska are
home rule cities. Ketchikan
was one of the first local gov-
ernments in Alaska to attain
home rule city status in 1960
and has maintained it suc-
cessfully for the past thirty-
nine years.

Annexation would extend
home rule municipal status
to the 541 residents of the
territory proposed for annex-
ation. DCED concludes that
annexation promotes the
principle of maximum local
self-government found in Ar-
ticle X, Section 1.

(4) Financially sound local
governments with boundaries
that are flexible to accommo-
date changing needs.

Article X, Section 2 of
Alaska’s constitution vests “all
local government powers. . .
in boroughs and cities.” Cities
in Alaska are a key element in
the delivery of public services.
It is in the interests of the State
government, therefore, to pro-
mote fiscally sound local gov-
ernments to ensure their ability
to deliver essential city ser-
vices. Victor Fischer stated as
follows with respect to Article X
as it was drafted by the Com-
mittee on Local Government:

The proposed article recognizes
that the state has a very definite
interest in and concern with lo-
cal affairs. For example, the
credit of the state is indirectly in-
volved in local financial matters,
and local units are the agencies
through which many state func-
tions are performed. The pro-
posal therefore gives the state
powers to establish and classify
boroughs, to alter boundaries of
local units, to prescribe powers
of noncharter governments, to
withhold authority from home
rule boroughs and cities, and to
exercise advisory and review
functions. (Alaska’s Constitu-
tional Convention, page 118,
Victor Fischer, 1975)

Further, Article X, Section 12
of Alaska’s constitution pro-
vides for flexibility with respect
to municipal boundaries.
Where growth and develop-
ment outside the boundaries
of a municipal government
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threaten the tax base of that
municipal government, it is
reasonable to adjust the
boundaries of that municipality
to respond to the growth.
Again, Victor Fischer articu-
lated the views of the Constitu-
tional Convention’s
Committee on Local Govern-
ment with respect to this issue.
He stressed that the Commit-
tee concluded that municipal
boundaries should be estab-
lished at the state level to re-
flect statewide considerations
as well as regional criteria and
local interest, and that bound-
aries must remain flexible in or-
der to permit future
adjustment to growth and
changing requirements for the
performance of municipal
functions. (Ibid, page 119)

There have been several
instances in the past where the
Commission has approved an-
nexations, in large part, to ac-
commodate shifting tax bases.
For example, the Commission
approved the annexation of
6.5 square miles to the City of
Haines that took effect in
March of this year. The Com-
mission approved that annex-
ation, in large part, to address
concerns by the City of Haines
that its property and sales tax
bases were being eroded. The
Commission noted in its deci-
sion:

The Alaskan and Proud Market,
one of two relatively large gro-
cery stores in Haines, has an-
nounced plans to relocate its
operations from downtown
Haines to the territory proposed
for annexation. Other busi-
nesses, including a licensed li-

quor package store, have or
are planning to relocate to the
territory proposed for annex-
ation as well.

The record reflects that the
owner of the Alaskan and
Proud Market emphasized
that his business is in need of
services provided specifically
by the City of Haines. These
include, in particular, police
protection, water utility ser-
vice, and sewer utility service.

The owner of the Alaskan and
Proud Market also recognized
that the relocation of his busi-
ness operations would have
significant adverse impacts on
the City of Haines’ sales and
property tax revenues if the
property were not annexed.
The business owner indicated
that he wants the Alaskan and
Proud Market to continue to
be a “good corporate citizen”
in Haines. He emphasized that
being a good corporate citi-
zen, in part, means paying a
“fair share” for the services pro-
vided. (LBC decisional state-
ment concerning Haines
annexation, page 5)

....Forthe City itself, itis clear
that the area proposed for an-
nexation is part of the commu-
nity of Haines. Giving the City
full authority to exercise its ju-
risdiction in the area is in the
City’s best interest. Annex-
ation will eliminate potential li-
abilities associated with the
City of Haines providing police
services in the territory pro-
posed for annexation. It will
also provide the City of Haines
with suitable jurisdictional
boundaries — without which the
City is likely to face a signifi-
cant decline in sales tax rev-
enues as businesses continue
to relocate to the area pro-
posed for annexation. Addi-
tionally, annexation will allow
the City to receive ad valorem

Continued from previous page

and cities. The state may del-
egate taxing powers to orga-
nized boroughs and cities
only.” ” Id. (quoting Alaska
Const. art. X, Sec. 2).

33 Mr. Morehouse, like Mr. Fischer
is regarded as an expert relat-
ing to local government in
Alaska. Both individuals have
published a number of techni-
cal works dealing with the
topic. As noted eatrlier, Victor
Fischer was not only a del-
egate to the Alaska Constitu-
tional Convention, but was
secretary to the Convention’s
Committee on Local Govern-
ment. Itis also noted that the
Alaska Supreme Court relied
on Borough Government in
Alaska, written by Misters
Morehouse and Fischer and
quoted here, in Mobil Oil Cor-
poration v. Local Boundary
Commission, 518 P.2d 92
(Alaska 1974).

taxes from property owners
who receive direct and indi-
rect benefit from City ser-
vices and facilities. Further,
annexation will give the City
of Haines greater ability to
address health and public
safety needs of the commu-
nity. (emphasis added)
(Ibid., page 15)

In another recent case,
the Local Boundary Com-
mission approved the an-
nexation of 11.39 acres to
the City of Wasilla. The
area in question was about
to undergo development
of a 171,540 square foot
Fred Meyer shopping cen-
ter. Plans also called for fu-
ture construction of 7
tenant shops requiring an
additional 42,200 square
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34 DCED has confirmed with
Mike Gardner of Wal-Mart’s
corporate headquarters that
Wal-Mart plans to open a
store in Ketchikan probably in
the late summer or early fall of
2000. DCED has sought a
written statement of Wal-
Mart’s views on the Ketchikan
annexation proposal on sev-
eral occasions, however,
none has been issued.

feet. The shopping center
was projected to add ap-
proximately $9.4 million to
the property tax base of
the City of Wasilla. Addi-
tionally, the developer esti-
mated that the shopping
center would generate
$740,000 in sales tax from
the City of Wasilla’s two
percent sales tax levy. That
would be equivalent to
$1,295,000 from the City of
Ketchikan’s 3.5% sales tax

levy.

Wal-Mart has not taken
any formal position with re-
spect to the City of
Ketchikan’s pending an-
nexation petition.** How-
ever, in general terms,
Wal-Mart appears to hold
views similar to those ex-
pressed by the Alaskan and
Proud Market in the recent
Haines annexation pro-
ceedings. The following
general statements cur-
rently appear on Wal-
Mart’s Internet website:
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The Wasilla Fred Meyer store opened on September 1, 1999, breaking the firm’s
record for opening day sales that had stood since 1991.

Supporting The Local Tax Base

Wal-Mart takesits role as a cor-
porate citizen seriously and
willingly assumes its obligation
to support public services
through taxes. The taxes gen-
erated by the large-scale fa-
cilities, payrolls and sales
involved with every Wal-Mart
store often make a measur-
able impactonlocal commu-
nities. During the fiscal year
that ended in January 1998,
Wal-Mart paid a total of $897
million in federal, state and lo-
cal taxes. During the same pe-
riod, state and Ilocal
governments received $5.5
billion in sales taxes from Wal-
Mart stores.

Taxes generated by individual
Wal-Mart stores may include:

Real estate taxes paid on
Wal-Mart property and build-
ings. These taxes support
schools, law enforcement,
libraries, and a host of local
government activities rang-

ing from trash hauling to recre-
ation to street maintenance.

Sales taxes which are usually
shared among state and local
governments and add signifi-
cantly to the tax base. Wal-
Mart’s service and value are
an incentive for customers to
stay home and spend dollars
within the community - not only
at Wal-Mart, but at other local
businesses as well.

Income taxes related to store
payrolls. These are also shared
among various state and local
bodies with distribution formu-
las varying from state to state.

Other taxes generated by Wal-
Mart’s presence, including per-
sonal property, license, use
and unemployment taxes.

Communities across the coun-
try can attest that local tax re-
ceipts usually increase
substantially when a Wal-Mart
opens its doors. (http://
www.wal-mart.com/news-
room/crg_tax.html)
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A Good Neighbor

Every Day Low Prices on the over
80,000 products carried by a
Wal-Mart store add up to con-
siderable savings for the local
community. But stretching the
consumer’s dollar is only the most
visible contribution made by
Wal-Mart to the local economy.

e Keeping Dollars at Home: Prior
to the arrival of a Wal-Mart
store, many towns and coun-
ties have seen their tax base
drained by residents driving to
a suburban shopping center to
satisfy their demand for qual-
ity, selection and low prices. A
new Wal-Mart in the city or
county limits, however, encour-
ages residents to “buy local”
and provides the local govern-
ment with additional tax rev-
enue. Wal-Mart and SAM’S
Clubs generated over $821
million in state and local taxes
and near $4.5 billion in sales
taxes last year. (http://
www.wal-mart.com/news-
room/good_neighbor.html)

DCED views annexation as
the means to ensure that the
City of Ketchikan maintains the
legal jurisdiction necessary to
continue to fund a broad array
of essential services that ben-
efit the residents of the City
and outlying areas. Doing so
serves the interests of the resi-
dents and property owners of
the City as well as those of the
territory proposed for annex-
ation. It also benefits the State
and the Ketchikan Gateway
Borough who are relieved of
such responsibilities. Absent
annexation, the City faces the
prospect of significant revenue
reductions that threaten its
ability to fund the current level

of services. Itis vital that the
State provide qualified local
governments with the tools
they need to take on greater
responsibilities, particularly
when they do so willingly.
This is especially important in
this era of significant budget
reductions for State services
and even greater reductions
in direct State financial aid to
local governments for gen-
eral services.

oooooooooooooooooooooo

(5) Enfranchisement of citi-
zens.

Lastly, DCED notes that
residents of the Shoreline Ser-
vice Area are currently disen-
franchised with respect to
the City of Ketchikan. How-
ever, as noted earlier, the
City provides many services
and facilities that residents of
the Shoreline Service Area
depend upon for their
health, safety, and other
needs. City officials currently
make many decisions that
affect residents and property
owners in the territory pro-
posed for annexation. Yet,
those residents have no for-
mal voice in the operation of
the City. Annexation, how-
ever, will enfranchise voters in
the Shoreline Service Area
with regard to the City of
Ketchikan.

oooooooooooooooooooooo

(6) Conclusion.

The City’s annexation pro-
posal addresses public policy
concerns regarding equity in
the delivery of services to the

community. It also reduces
the number of local gov-
ernment units in the greater
Ketchikan community and
thereby promotes greater
efficiency and effective-
ness in the delivery of ser-
vices as favored by Article
X, Section 1 of Alaska’s
constitution. The annex-
ation proposal also extends
home rule status to 541 citi-
zens of Ketchikan as en-
couraged by Article X,
Section 1 of the constitu-
tion. Annexation also al-
lows the City to adjust its
boundaries to accommo-
date growth and develop-
ment to remain financially
strong. Lastly, annexation
will enfranchise citizens of
the territory proposed for
annexation with regard to
a local government that
has great influence over
their dalily lives.

Thus, despite wide-
spread opposition among
residents and property
owners in the territory pro-
posed for annexation,
DCED concludes that the
City’s proposal to extend its
boundaries serves the bal-
anced best interests of the
State of Alaska, the territory
proposed for annexation,
and all political subdivisions
affected by the proposal.
As such, the standard set
out in 3 AAC 110.140 is satis-
fied.
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Section 11

Transition Plan

A. The Standard

3 AAC 110.900 requires

that a petition for annex-
ation to a city include:

a practical plan demon-
strating the intent and
capability of the annex-
ing city to provide es-
sential city services in
the shortest practicable
time after the effective
date of annexation;

a practical plan demon-
strating the manner in
which all relevant and
appropriate powers, du-
ties, rights, and functions
presently exercised by
an existing borough or
other entity located in
the territory proposed
for change will be as-
sumed by the annexing
city; and

a practical plan for the
transfer and integration
of all relevant and ap-
propriate assets and li-
abilities of an existing
borough or other entity
by the annexing city
government.

B. Views Expressed by
Ketchikan in its Petition

The City’s transition plan
was included as Exhibit F of
its petition.

The petition stated that all
real and personal property
within the territory will be sub-
ject to real and personal
property taxes levied by the
City effective July 1, 2000.

On that date, all taxable
commercial transactions
conducted within the an-
nexed territory will become
subject to sales taxes levied
by the City. However, the
City has indicated that if
there is a delay in the initia-
tion of delivery of City ser-
vices, imposition of City taxes
will be delayed until the date
such services are provided.

The transition plan states
that no later than July 1,
2000, the City will extend alll
services currently funded by
City real and personal prop-
erty taxes, sales tax, and
transient occupancy tax.
Such services include the fol-
lowing:

* police protection;

» fire protection,;

* emergency medical ser-
vices;

* emergency dispatch ser-
vices;

* hospital services;

* human services (mental
health and substance
abuse);

* streets and storm drains
maintenance;

* solid waste disposal,

* public works engineering
(including building code
enforcement)?;

* municipal facility mainte-
nance;

* harbors;
* port of Ketchikan;
e library;

*  museum;
* cCivic center;

* cemetery;

* telephone; and
* electricity.

Effective July 1, 2000 build-
ing code enforcement within
the territory to be annexed will
be provided on a prospective
basis.

In terms of its capabillity to
extend services to the territory,
the City notes that it is currently
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providing thirteen services that
directly or indirectly benefit
residents and property owners
in the territory. The petition in-
dicated that there are no limit-
ing geographic features that
preclude delivery of services to
the territory proposed for an-
nexation.

The City reasserted views
expressed earlier that annex-
ation is a financially viable op-
tion for the City.

The City’s transition plan
notes that non-areawide ser-
vices provided to the area pro-
posed for annexation by the
KGB would be assumed by the
City upon annexation. These
include the following:

r
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* wastewater collection
and treatment;

e library;

* emergency services com-
munication center; and

 bonds and tax increment
financing.

The City’s transition plan
states that upon annexation,
the service area in its entirety
will be incorporated into the
City. After annexation, the
City will provide fire suppres-
sion services utilizing existing
equipment modified with
necessary drafting capabili-
ties supplemented with the
Shoreline Fire Department’s
fire fighting equipment and
buildings. The petition indi-
cates that the City will hire

i
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New construction at the City-owned Ketchikan General Hospital

two additional career
firefighters to provide for
staffing of the City’s Fire
Station No. 2 on a full-
time basis to meet NFPA
and ISO requirements.

If water treatment and
distribution is provided to
the territory proposed for
annexation at a future
date, it will be done un-
der the auspices of
Ketchikan Public Utilities.
Further, Ketchikan Public
Utilities will continue to
provide electric and tele-
phone services to the ter-
ritory proposed for
annexation.

Police powers will be
exercised by the City of
Ketchikan within the an-
nexed territory beginning
July 1, 2000. While State
Troopers will continue to
exercise law enforce-
ment powers, the City will
be the principal police
agency within the terri-
tory to be annexed.

The amended petition
assumes that the City will
become responsible for
Shoreline Drive and other
secondary roads off of
North Tongass Highway.
Secondary roads are not
presently maintained by
government agencies.
The City’s transition plan
states that the City of
Ketchikan will assume
street and storm drain
maintenance of an esti-
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mated two and one-half
miles of secondary roads
within the subject territory,
as well as engineering and
building inspection.

The petition indicates
that the transition plan was
discussed with officials of
the Ketchikan Gateway
Borough, the City of
Saxman, and representa-
tives of the Shoreline Ser-
vice District. The City
requested resolutions of
support for the proposed
annexation from both the
Borough and Saxman.
Resolutions of non-objec-
tion to the petition were
adopted by those govern-
ing bodies on March 1,
1999 and February 17, 1999
respectively.

D. Views of the
Respondent and
Correspondents

oooooooooooooooooooo

Views of Respondent SSA.

In its brief on the initial
petition, the SSA stated that
the City should seek a tran-
sition agreement with an
established and more bal-
anced funding formula,

which would protect SSA
from negative financial im-
pacts of the proposed an-
nexation. Since such issues
were rendered irrelevant by
the amended petition, the
Respondent did not specifi-
cally comment on the
Petitioner’s amended transi-
tion plan.

oooooooooooooooooooooo

Views of the KGB and other
Correspondents.

Correspondents did not
substantively comment on
the Petitioner’s transition
plan.

oooooooooooooooooooooo

Views Expressed by Ketchikan
in its Reply Brief

The City did not further
address transition plan issues
in its reply brief since issues
about impacts to the rem-
nant service area raised in
the SSA’s first responsive brief
ceased to be pertinent after
the amended petition was
filed.

E. DCED’s Views

The transition plan pre-
pared by the City consists of
six pages. The City’s plan,
coupled with other provisions

C—=8,9 O

in the petition, offers a blue-
print for the extension of ser-
vices and taxes to the area
proposed for annexation on
July 1, 2000. Those materials
also demonstrate the capabil-
ity of the City to extend essen-
tial city services to the area in
guestion.

Further, the plan addresses
integration of relevant Borough
assets and liabilities into the
City. The City also indicates
that officials of the Borough,
including those affiliated with
the Shoreline Service Area,
were consulted in the devel-
opment of the plan.

DCED concludes from the
foregoing that the City’s transi-
tion plan fulfills the require-
ments of 3 AAC 110.900.



Page 80

Preliminary Report to LBC Concerning Annexation of 1.2 Square Miles to the City of Ketchikan

A. The Standard

Any change that affects
voting rights, practices, or pro-
cedures in Alaska is subject to
review under the Federal Vot-
ing Rights Act. This includes
any annexation to a city or
borough. The Voting Rights
Act is intended to prohibit the
“denial or abridgement of the
right of any citizen of the
United States to vote on ac-
count of race or color” or be-
cause a citizen is a “member
of a language minority group.”
(42 U.S.C. 1973)

Additionally, State law pro-
vides with respect to annex-
ation that, “A petition will not
be approved by the commis-
sion if the effect of the pro-
posed change denies any
person the enjoyment of any
civil or political right, including
voting rights, because of race,
color, creed, sex, or national
origin.” (3 AAC 110.910)

B. Views Expressed by
Ketchikan in its Petition

The City has indicated that
all civil rights and political rights
would be extended on an
equal basis to residents of the
annexed area and has stated
that nothing in the annexation

Section 12
Voting Rights

denies or limits the exercise
of any civil or political rights
to any person.

The City’s population in
1998 was 8,460. When the
petition was filed, the City
had 6,983 registered voters.
The Ketchikan Gateway Bor-
ough had a 1998 population
of 13,828. There were 11,282
were registered voters in the
entire Borough at the time
the petition was filed.

tively. Using the Borough’s
percentage, the City ex-
pects that annexation of
the SSA would increase the
number of City voters by
396, an increment of 5.6%.
The City suggests that such
an increase would not sig-
nificantly alter voting pat-
terns in City elections.

Because all Borough
elected officials are
elected at large, City vot-

Totem Heritage Center

The percentages of regis-
tered voters compared to
the total populations of the
City and the Borough are
82.5% and 81.6% respec-

ers vote for all assembly po-
sitions. The proposed an-
nexation would have no
effect on the number of
persons eligible to vote in
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Borough areawide elec-
tions. The City noted that
dissolution of the Shoreline
Service Area upon annex-
ation of that area to the
City would extinguish the
right of SSA voters to vote
on service area matters
and the right to be ap-
pointed to service area
boards. Similarly, annex-
ation would eliminate the
right of voters to vote on
any non-areawide Borough
propositions. Annexation
would, however, enfran-
chise voters in the annexed
area to run for City office,
vote on City propositions
and serve on City ap-
pointed boards and com-
missions. Since the City
owns the electric and tele-
phone utilities serving the
area proposed for annex-
ation, the proposed bound-
ary change would extend
to all voters in the annexed
area the right to vote on
ballot propositions con-
cerning City electric and
telephone service. They
would also be franchised to
vote on propositions con-
cerning the City-owned
water utility. No redistrict-
ing will be required as a re-
sult of annexation.

The City has stated that
annexation does not ex-
clude minorities while in-
cluding other similarly
situated persons. The area
proposed for annexation
includes all areas and

populations appropriate for
annexation without regard
to race.

The City noted that DCED
records show that the per-
centages of minorities living
in the Borough and in the
City are similar. Conse-
guently, annexation would
not significantly affect the
percentage of minority resi-
dents within the City. The
City’s annexation petition in-
dicates that its population is
approximately 78.3% Cauca-
sian, 15.7% Native, 4.9%
Asian/Pacific Islander and
0.6% African-American, with
the remainder identified as
other ethnic background. In
comparison, the Borough'’s
population is approximately
81.8% Caucasian, 13.7% Na-
tive, 3.6% Asian/Pacific Is-
lander, 0.5%
African-American, with the
remainder identified as other
ethnic background. If Bor-
ough percentages are ap-
plied to the area proposed
for annexation, approxi-
mately 396 of the 486 people
living within the area would
be Caucasian, 66 would be
Alaska Native and 24 would
be Asian/Pacific Islander.

The City states that its
electoral system ensures mi-
nority voting strength
through at-large elections for
all offices.

The City stated that it had
written to prominent minority
group organizations to in-
form them of the pending

annexation and to invite for-
mal and informal participation
by the organizations and their
members. The annexation pro-
posal was addressed at sev-
eral public meetings during
which public comment was
permitted by all persons.

The City indicated that En-
glish is spoken and understood
throughout the City of Ketchi-
kan and throughout the
Ketchikan Gateway Borough.
All minority groups are familiar
with English in written and spo-
ken form. Spanish or Tagalog
may occasionally be spoken
within the Filipino community
by new immigrants. Some resi-
dents are fluent in Tlingit, Haida
or Tshimshian as well as English.

C. Views of the
Respondent and
Correspondents

-----------------------

Views of Respondent SSA.

The Respondent did not
raise federal Voting Rights Act
concerns in the context of the
proposed annexation.

-----------------------

Views of the KGB and other
Correspondents.

Neither the Borough nor
other correspondents raised
concerns in the context of the
Federal Voting Rights Act dur-
ing annexation proceedings to
date.
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1990 Population of the City of Ketchikan
Total Population: 8,263

Caucasian
6,471

African American:
48

Aleut: 44

Asian/Pacific
American Indian: Islands: 401
1.230 Other Ethnic:

47

Eskimo: 22

Based on the 1990 Census

Chart 12-A, 1990 Population of the City of Ketchikan

ough population. This
probably provides a more
accurate reflection of the
territory proposed for an-
nexation. Whereas the
18.2% of the Borough’s total
1990 population was com-
prised of racial minorities,
only 8.2% of its non-
areawide population was
so comprised. In contrast,
21.7% of the City’s 1990
population was comprised
of minorities. Charts 12-A
and 12-B depict the
ethnicity of the 1990 popu-
lation of the City of Ketchi-
kan and the non-areawide
population of the Borough.

Given the reasonably

For its analysis of this issue,

D. Views Expressed by
DCED compares the popula-

Ketchikan in its Reply Brief

anticipated racial composi-
tion of the two areas in

tion of the City of Ketchikan

Since Federal Voting
Rights Act concerns
were not raised by the
SSA or others, the City’s
reply brief did not ad-
dress the matter.

E. DCED’s Views

Data concerning the
racial composition of
the residents exclusively
within the territory pro-
posed for annexation
are not available. How-
ever, DCED confirmed
the City’s statements
concerning ethnic com-
position of the City and
the Borough based on
1990 Federal Census
data.

to the non-areawide Bor-

1990 Non-areawide Borough Population
Total Population: 5196

Caucasian: 4,769

Aleut: 26

Eskimo: 11

African American: 7
American Indian: 281

Other Ethnic: 17 . .
Asian/Pacific

Islands: 85

Based on the 1990 Census

Chart 12-B, 1990 Population of the non-city portion of the Borough

question, it is projected that
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annexation would increase
the overall minority popula-
tion of the City by 44 indi-
viduals. At the same time,
however, it is projected that
annexation would reduce
the relative size of the City’s
minority population from
21.7% to 20.5%.

The reduction in relative
terms would be fairly small
— a decline of 1.2 percent-
age points. Reductions,
per se, in the voting
strength of minorities is not
prohibited by the federal
Voting Rights Act. What is
prohibited are changes for
the purpose of denying or
abridging voting rights be-
cause of race or color.

There is no evidence that
implementation of the City’s
annexation proposal would
result in any violation of the
Federal Voting Rights Act. As
indicated in the analysis of
the preceding sections, the
boundaries proposed by the
City encompass the natural
community of Ketchikan.
Further, the annexation has
been proposed to serve le-
gitimate needs and to ac-
complish legitimate public
policy objectives.

Based on the foregoing,
DCED finds no evidence that
Ketchikan’s annexation pro-
posal will result in the denial
or abridgment of the right of

=550 O

any citizen to vote on account
of race, color or membership
of a language minority group.
DCED finds further that the pro-
posed annexation will not
deny any person the enjoy-
ment of any civil or political
right, including voting rights,
because of race, color, creed,
sex, or national origin. Thus,
the standard set out in 3 AAC
110.910 is satisfied.

Recommendation
to the Local Boundary Commission

Based on the analysis presented in Sections 1 — 12 of this report, DCED has concluded
that all of the city annexation standards established in law are satisfied with regard to the
February 5, 1999 annexation petition of the City of Ketchikan, as amended by the City on
May 11, 1999. The amended petition seeks the annexation of approximately 1.2 square
miles. Accordingly, DCED hereby recommends that the Local Boundary Commission ap-
prove the City’s amended petition without conditions or amendments of its own.
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Appendix A

List of Correspondents Who Submitted Timely
Written Comments on the City’s
Annexation Proposal

Outdoor Alaska (Dale
Pihlman) of P.O. Box 7814
Ketchikan, wrote a one-
page letter dated March 28
opposing annexation.

Dan Eichner of P.O. Box 557
Ward Cove, wrote a one-
page letter dated April 15
expressing opposition to
annexation.

Joanne Klein of Deep Bay -
Moser Bay, wrote a two-
page letter dated April 30,
1999, opposing annexation.

Ketchikan Gateway Bor-
ough (Georgianna
Zimmerle, Borough Man-
ager) wrote a fourteen-
page letter (including a
one-page attachment)
dated May 4, 1999, oppos-
ing annexation (as initially
configured) on behalf of
the Shoreline Service Area.

Ketchikan Ready-Mix &
Quarry, Inc. (Tammy Carroll)
of 4418 N. Tongass Highway
in Ketchikan wrote a two-
page letter dated May 6 in
opposition to annexation.

Puffin Marine & Equipment,
Inc. (Harold Enright) of 4418
N. Tongass Highway in
Ketchikan wrote a two-
page letter dated May 6
opposing annexation.

10.

11.

12.

13.

Chere Klein of 8860 North
Tongass Highway in Ketchikan
wrote a two-page undated
letter (received May 10) ex-
pressing opposition to annex-
ation.

Loren Enright of P.O. Box 1373
Ward Cove wrote a two-page
undated letter (received May
10) expressing opposition to
annexation.

Dwight and Janet John of P.O.
Box 7962 in Ketchikan wrote a
two-page letter dated May 10
opposing annexation.

Linda Raitanen of 4928 Shore-
line Drive in Ketchikan wrote a
two-page letter dated May 10
expressing opposition to annex-
ation.

John Raitanen of 4928 Shoreline
Drive in Ketchikan wrote a one-
page letter dated May 10 op-
posing annexation.

Shoreline Volunteer Fire Depart-
ment (Dwight C. John, Chair-
man, Shoreline Service Area
Board of Directors) of 5401
North Tongass Highway in
Ketchikan wrote a one-page
letter dated May 10 opposing
annexation.

Rosemary Crowder of 5129
North Tongass Highway in
Ketchikan wrote a one-page
undated letter (received May
14) opposing annexation.

14.

15.

16.

18.

19.

20.

Michael J. Painter of 4746 Bucey
Avenue North in Ketchikan wrote
a two-page letter dated May 14
opposing annexation.

Ketchikan Autobody & Glass
(Axel Svenson) of 4979 Rex Allen
Drive in Ketchikan wrote a one-
page letter dated May 14, 1999
expressing opposition to annex-
ation.

Charles and Sherrel Stewart of
3725 South Tongass Highway in
Ketchikan wrote a one-page un-
dated letter (received May 26)
opposing annexation if water
and sewer utilities are not pro-
vided.

. SWS Investors (Leif Singstad, Steve

Weberg and Greg Singstad) of
4693 North Tongass Highway in
Ketchikan wrote a one-page let-
ter dated June 16 opposing an-
nexation of all but the proposed
Wal Mart shopping center.

Joe Burns and Sharon Boatwright
of P. O. Box 8416 Ketchikan wrote
a one-page letter dated June 16
opposing annexation.

Joan Martin of P.O. Box 636 Ward

Cove, who owns property at 5035
North Tongass in Ketchikan, wrote
a one-page letter dated June 19

opposing annexation.

Irene Bienek of 5314 North
Tongass Highway in Ketchikan
wrote a one-page letter dated
June 21 expressing opposition to
annexation.
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21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

Dan Eichner of P.O. Box 557 Ward
Cove wrote a second one-page
letter opposing annexation; this
one was dated June 23.

Gerald Wick of 4975 N. Tongass
Highway in Ketchikan wrote a
one-page letter dated June 23
expressing opposition to annex-
ation.

Lawrence and Marcia Hilley of
P.O. Box 7483 Ketchikan sent a
one-page note by e-mail dated
June 26 opposing annexation.

Fred E. Fricke of Mile 4 Y2 Tongass
Highway in Ketchikan sent a one-
page note by e-mail dated June
27 opposing annexation.

Henry and Glenna Dyson of 5511
390th Street Ct. E in Eatonville,
Washington, who own property at
5517 North Tongass, sent a one-
page note by e-mail dated June
28 opposing annexation.

John and Ann Vredeveld of 5302
North Tongass Highway in Ketchi-
kan wrote a one-page letter
dated July 17 (which presumably
should have been dated June 17
as the letter was received June
21) expressing opposition to an-
nexation.

Larry and Cheryl Elliott of 5142
Shoreline Drive in Ketchikan wrote
a one-page letter dated June 23
opposing annexation.

Mary Jane Walton of 3112 Mission
Beach Lane in Marysville, Wash-
ington who owns 11.71 undevel-
oped acres near Mile 5 of the
North Tongass Highway, wrote a
one-page letter dated June 28
opposing annexation.

Mary Hastings of 4770 North
Tongass Highway in Ketchikan
wrote a one page letter dated
June 29 opposing annexation.

Glenn L. Lervick of 5247 Shoreline
Drive wrote a one-page letter
dated June 29 opposing annex-
ation.

31. Evelyn Thompson of 5331 B
Shoreline Drive in Ketchikan
wrote a two-page letter dated
June 29, 1999 opposing annex-
ation.

32. Bertha Hussman of 5213 Shore-
line Drive in Ketchikan wrote a
one-page letter dated June 30,
1999 expressing opposition to
annexation.

33. Eric F. Bjella of 5419 Densley
Drive in Ward Cove wrote a
two-page letter dated June 30
opposing annexation.

34. William and Deborah Harney of
5351 Shoreline Drive wrote a
one-page letter dated July 1
opposing annexation.

35. Linda Raitanen of 4928 Shore-
line Drive in Ketchikan wrote a
second letter two-page letter
opposing annexation; the sec-
ond letter was dated July 2.

36. Jason Wick, a property owner
in the territory, wrote a one
page letter dated July 2 oppos-
ing annexation.

37. Andrew L. Thompson of 5187
Shoreline Drive in Ketchikan
wrote a one-page letter dated
July 3 opposing annexation.

38. Josephus Govaars of 5210
Shoreline Drive in Ketchikan
wrote a one-page letter dated
July 5 in opposition to annex-
ation.

39. H. J. Govaars of 5210 Shoreline
Drive in Ketchikan wrote a one-
page letter dated July 5 oppos-
ing annexation.

40. Gary Shorts of 4961 North
Tongass Highway in Ketchikan
wrote a one-page letter dated
July 6 opposing annexation.

41. Gordon and Henrietta Kalk of
5528 N. Tongass Highway in
Ketchikan wrote a one-page
undated letter (received July 7)
opposing annexation.

42. Flora P. Gray of 5260 Shore-
line Drive in Ketchikan wrote
a one page undated letter
(received July 7) opposing
annexation.

43. Jerry E. Collins of 5339 Shore-
line Drive North in Ketchikan
wrote a one-page letter
dated July 7 in opposition to
annexation.

44. Rosemary Crowder of 5129
North Tongass Highway wrote
a second one-page letter
opposing annexation; this
one was dated July 7.

45. Paul Slenkamp, a property
owner in the territory wrote a
one-page e-mail dated July

7 in opposition to annexation.
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Appendix B

Background Concerning the LBC, DCED, and the
Nature of Local Government Boundary Changes in
Alaska

The power to create,
alter, and abolish political
subdivisions of state gov-
ernments is an inherent
power of the legislature of
each state. (McQuillin
Mun Corp § 7.10 - 39 Ed.)
In most cases, state con-
stitutions or statutes del-

boundaries by unilateral
action of the governing
body;

pointed by the Governor to
“consider any proposed local
government boundary
change.” (Art. X, 8 12) In the
first of ten rulings relating to the
Commission over a span of
forty years, the Alaska Su-
preme Court commented as
follows as to the nature of the
Commission:

= 6 states use judicial deter-
mination where the court
determines if a proposed
boundary change will
take place;

egate those powers to - 10 states, including

others entities. In the case
of annexations, for ex-
ample:

= 6 states provide for mu-
nicipal determination
where a local govern-
ment extends its

i Alaska Constitutional Con-
vention Minutes of Commit-
tee on Local Government,
Nov. 28 and Dec. 4, 1955.
(This and all subsequent state-
ments and quotes concern-
ing proceedings of the
Alaska Constitutional Con-
vention refer to Records of
the Alaska Constitutional
Convention, now in the cus-
tody of the Secretary of
State, Juneau, Alaska.)

i Alaska Constitutional Con-
vention, Commentary on
Proposed Article on Local
Government, Dec. 19, 1955
at 6.

Alaska, use an indepen-
dent tribunal or board
that is empowered to de-
termine if a proposed an-
nexation will occur;

6 states use legislative de-
termination in which mu-
nicipal boundary
changes are made by
special acts of the state
legislature; and

22 states use popular de-
termination which in-
volves voting or the direct
use of political power by
people to determine
whether an annexation
will occur. (Report by
Center for Urban Policy
and the Environment, No-
vember 1998)

Alaska’s constitution pro-

vides for the establishment of
a 5 member commission ap-

An examination of the relevant
minutes of [the meetings of the
Local Government Committee
at the Constitutional Conven-
tion] shows clearly the concept
that was in mind when the local
boundary commission section
was being considered: that local
political decisions do not usually
create proper boundaries and
that boundaries should be es-
tablished at the state level.' The
advantage of the method pro-
posed, in the words of the com-
mittee —

***lies in placing the pro-
cess at a level where
area-wide or statewide
needs can be taken into
account. By placing au-
thority in this third-party, ar-
guments for and against
boundary change can be
analyzed objectively. i

This expressed need for state
adjustment of local boundaries
was of immediate concern, and
not something that the del-
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egates considered would arise = consolidation of cities and ;i Aaska Const. art. X, § 3
only after a borough govern- boroughs (AS 29.06.090 - states in the first sentence
ment had been formed." 29.06.170); ‘The entire State shall be di-
(Fairview Public Utility Dist. No. vided into boroughs, orga-
One v. City of Anchorage, 368 - dissolution of cities and iukZ=e) ol Loigenluesl s
P.2d 540, Alaska 1962 not until 1961 that the legisla-
) boroughs (AS 29.06.450 - ture enacted a statute pro-
The specific statutory pow- 29.06.530); and viding for the establishment of
. . boroughs. SLA 1961, ch. 146
ers and duties of the Commis- < yeclassification of cities effective Oct. 1, 1961.
sion include, but are not (AS 29.04.040).
limited to, judging proposals _ _
for: The LBC consists of five

_ _ - members appointed by the
= incorporation of cities and Governor for overlapping

boroughs (AS 29.05); five-year terms. Members are
- annexation to cities and appointed, “. . . on the basis

boroughs (AS 29.06.040 — of interest in public affairs,

29.06.060; AS 44.33.812); good judgment, knowledge

and ability in the field . . .
= detachment from cities and  and with a view to providing appointed from the state

boroughs (AS 29.06.040 - diversity of interest and points at-large and one member
29.06.060; AS 44.33.812); of view in the membership.” is appointed from each of
(AS 39.05.060) Members Alaska’s four judicial dis-

< merger of cities and bor-
oughs (AS 29.06.090 -
29.06.170);

serve at the pleasure of the tricts. Members serve with-
Governor. The Chairpersonis out compensation.

Second Judicial
Distri

Fourth Judicial
District

First Judicial

Third Judicial District

District
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Kevin Waring, a resident of Anchorage, has served on the Commission since July
15, 1996. He was appointed Chairperson of the LBC on July 10, 1997. He was reap-
pointed to a new term as Chairperson effective January 31, 1998. Commissioner
Waring was one of the Department of Community and Regional Affairs’ original divi-
sion directors (1973-1978). Between 1980 and the spring of 1998, he operated a
planning/economics consulting firm in Anchorage. Commissioner Waring is now
manager of physical planning for the Municipality of Anchorage’s Community Plan-
ning and Development Department. Mr. Waring has been active on numerous An-
chorage School District policy and planning committees. His current term on the
LBC expires January 31, 2003.

Kathleen S. Wasserman, a resident of Pelican, is the Vice-Chairperson of the Com-
mission. She serves from Alaska’s First Judicial District. She was first appointed to the
Commission for an unexpired term on September 14, 1995. She was reappointed to a
new term beginning January 31, 1996. Commissioner Wasserman also serves as the
current Mayor of the City of Pelican. In the past, Commissioner Wasserman has served
as a member of the Assembly of the City and Borough of Sitka and as Mayor of the

City of Kasaan. Additionally, she has served as president of the Southeast Island Re- I .‘
‘i

gional Educational Attendance Area School Board. Commissioner Wasserman works
as the Southeast Alaska Projects Director for Ecotrust. Her present term on the Commis-
sion expires January 31, 2001.

Nancy E. Galstad serves from the Second Judicial District. She was appointed to the
ﬁ‘-"‘“‘ LBC on September 14, 1995 and reappointed to a new term effective January 31, 1999.
Formerly Special Assistant to the Commissioner of the Alaska Department of Labor, Ms.
Galstad now serves as the Manager of the City of Kotzebue. She is currently Second
} ] Vice-President of the Alaska Municipal Managers’ Association. Ms. Galstad was a mem-
" ber of the Alaska Safety Advisory Council for eight years and currently serves as Vice
# Chair of the Alaska Municipal League Joint Insurance Association. She also served as a
‘ member of the State’s Task Force on Education Funding in 1995. Ms. Galstad’s current
term on the LBC expires January 31, 2004.

Allan Tesche serves from the Third Judicial District and is a resident of Anchorage.
He was appointed to the LBC on July 10, 1997. In April 1999, Mr. Tesche was elected to

the Assembly of the Municipality of Anchorage. In the past, Mr. Tesche has served as yoe

Deputy and Assistant Municipal Attorney in Anchorage and Borough Attorney for the i‘:"!"" ¥

Matanuska-Susitna Borough. He is a founder and past president of the Alaska Munici- o=,
-

pal Attorneys’ Association and served as a member of the attorneys’ committee

which assisted the Alaska legislature in the 1985 revisions to the Municipal Code (AS

Title 29). Mr. Tesche is a shareholder in the Anchorage law firm of Russell, Tesche, l
Wagg, Cooper & Gabbert, PC. Mr. Tesche’s term on the Commission expires January

31, 2002.

William Walters serves from the Fourth Judicial District and lives in the greater Fair-
banks area. He was appointed to the LBC on September 14, 1995. Mr. Walters works
as the Chief of Adjudications for the Division of Workers’ Compensation in the Alaska
Department of Labor and Workforce Development. He is a graduate of the University
of Texas School of Law. He worked for the Tanana Chiefs Conference on the develop-
ment of tribal courts from 1992 to 1998. He is a former member of the Fairbanks North
Star Borough Planning Commission. Mr. Walters’ current term on the LBC expires Janu-
ary 31, 2000. However, Commissioner Walters has informally indicated that he will re-
sign his seat on the Local Boundary Commission because his employment will require

i him to move his residence outside the Fourth Judicial District. He has indicated that he
anticipates that his move and resignation will occur in October, 1999.
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Communications with the
LBC

The LBC is a quasi-judicial
board. To preserve the rights
of petitioners, respondents,
and others to due process and
equal protection, 3 AAC
110.500 prohibits private (ex
parte) contact with the LBC on
all matters pending before it.
The law prohibits communica-
tion between the LBC and any
party in a proceeding, other
than its staff, except during a
public meeting called to ad-
dress the proposal at issue. This
limitation takes effect upon the
filing of a petition and remains

effective through the last
date available for the Com-
mission to reconsider a deci-
sion under 3 AAC 110.580.
Written communications to
the Commission must be sub-
mitted through its staff.

Staff to the Commission

The Alaska Department of
Community and Economic
Development (DCED) serves
as staff to the LBC. The LBC’s
staff is required by law to
evaluate petitions filed with
the LBC and to issue reports
and recommendations to
the LBC concerning such.

The LBC and DCED are
independent of one an-
other concerning policy
matters. Therefore, DCED’s
recommendations in this or
any other matter are not
binding upon the LBC.

Under the terms of
Chapter 58, SLA 1999, the
former Department of
Community and Regional
Affairs and the former De-
partment of Commerce
and Economic Develop-
ment were consolidated
effective July 1, 1999.
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Appendix C
Proceedings to Date and Future Proceedings

This Appendix summa-
rizes the formal activities
that have occurred to date
with regard to the pending
petition for annexation of
territory the City of Ketchi-
kan. Information about fu-
ture proceedings
concerning this matter is
also provided.

Annexation Petition
Accepted for Filing

The original petition of
the City of Ketchikan for
annexation of an estimated
0.48 square miles was re-
ceived by DCED on Febru-
ary 25, 1999. On March 17,
1998, DCED determined
that the form and content
of the petition were techni-
cally complete and suffi-
cient. The petition was
formally accepted for filing
on March 17, 1999.

Notice of Filing of the
Petition

Public notice of the filing
of the petition was given in
accordance with the re-
quirements of law. The
deadline for filing respon-

sive briefs and comments in
support of or in opposition to
the annexation proposal was
set by the Chairperson of the
LBC for May 14, 1999, at 5:00
p.m.

A copy of the petition for
annexation was delivered to
the following parties by the
City of Ketchikan, as re-
quired by law, prior to March
25, 1999:

= Ketchikan Gateway Bor-
ough;

« City of Saxman; and

= Shoreline Service Area,
c/o Ketchikan Gateway
Borough.

Notice of filing of the peti-
tion was published by DCED
in the Alaska Administrative
Journal on March 29, April 5,
and April 19, 1999. Addition-
ally, notice of filing of the pe-
tition was published by the
City in the Ketchikan Daily
News on March 25, April 2,
and April 9, 1999.

Notice of the filing of the
petition was posted by the
City of Ketchikan at the fol-
lowing locations in the area
proposed for annexation on
or before March 25, 1999:

< National Bank of Alaska;

e Karlson Motors;
e Narrows Inn; and

e Shoreline Volunteer Fire De-
partment.

Notice of the filing was also
posted by the Petitioner at the
following locations within the
existing boundaries of the City
of Ketchikan on or before
March 25, 1999:

= Office of the City Clerk;

- City Hall, Second Floor Bul-
letin Board;

= Ketchikan Public Library;
and

= City Police Department.

Prior to March 25, 1999, the
Petitioner delivered a copy of
the notice of filing of the peti-
tion to the following parties:

= Ketchikan Gateway Bor-
ough;

= City of Saxman; and

= Shoreline Service District
(c/o Ketchikan Gateway
Borough).

On March 30, 1999, a full set
of petition documents was
made available for public re-
view at both the Offices of the
Ketchikan City Clerk and the
Ketchikan Public Library.
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On March 18, 1999, DCED
provided notice of the filing to
39 agencies and individuals.

Comments and Responsive
Brief Filed on the Petition

As noted previously, com-
ments and responsive briefs
were to be received by DCED
staff by 5:00 p.m., May 14,
1999. The Shoreline Service
Area filed a responsive brief in
opposition to the annexation.
Timely written comments were
received from the following 14
parties:

< Dale Pihiman, a one-page
letter in opposition to the
annexation;

< Dan Eichner, a one-page
letter in opposition to the
annexation;

= Joanne Klein, a two-page
letter and attachment in
opposition to the annex-
ation;

e Tammy Carroll, Ketchikan
Ready-Mix & Quarry, Inc., a
two-page letter in opposi-
tion to the annexation;

e Georgianna Zimmerle,
Ketchikan Gateway Bor-
ough Manager, a 13-page
letter with attachment in
opposition to the annex-
ation;

e Chere Klein, a two-page
letter in opposition to the
annexation;

= Harold Enright, Puffin Marine
& Equipment, Inc., a two-

page letter in opposition
to the annexation,;

< John Raitanen, a one-
page letter in opposition
to the annexation:;

e Linda Raitanen, a one-
page letter in opposition
to the annexation;

< Rosemary Crowder, a
one-page letter in opposi-
tion to the annexation;

e Michael Painter, a two-
page letter in opposition
to the annexation;

e Axel Svenson, Ketchikan
Autobody & Glass, a one-
page letter in opposition
to the annexation;

= Shoreline Service Area
Board, a one-page letter
clarifying their position on
the annexation,;

= Dwight and Janet John, a
two-page letter in opposi-
tion to the annexation.

Amendment of Petition

On May 13, 1999, DCED
received an amended peti-
tion from the City of Ketchi-
kan. The Amendment
sought to include the entire
Shoreline Service Area in the
annexation. On May 13,
1999, DCED determined that
the form and content of the
amended petition were
technically complete and
sufficient. The amended pe-
tition was then formally ac-
cepted for filing.

Notice of Filing of the
Amended Petition

Public notice of the filing
of the amended petition
was given in accordance
with the requirements of
law. The deadline for filing
responsive briefs and com-
ments in support of or in op-
position to the amended
annexation proposal was
set by the Chairperson of
the LBC for July 7, 1999, at
5:00 p.m.

Notice of the filing of the
amended petition was
published by the Petitioner
in the Ketchikan Daily News
on May 18, May 25, and
June 1, 1999.

Notice of the filing of the
amended annexation peti-
tion was posted by the Peti-
tioner in the following
locations in the area pro-
posed for annexation on or
before May 18, 1999:

e National Bank of Alaska;
e Karlson Motors;
< Narrows Inn; and

e Shoreline Volunteer Fire
Department.

Notice of the filing of the
amended petition was also
posted by the Petitioner in
the following locations
within the existing bound-
aries of the City of Ketchi-
kan on or before May 18,
1999:
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= Office of the City Clerk;

= City Hall, Second Floor
Bulletin Board;

= Ketchikan Public Library;
and

< City Police Department.

On May 18, 1999, the
Petitioner delivered a copy
of the amended notice of
filing to the following par-
ties, as required by law:

= Ketchikan Gateway Bor-
ough;

e Shoreline Service District;
and

« City of Saxman.

On June 8, 1999, the
City delivered a copy of
the amended Petition to
the following parties, as re-
quired by law:

= Ketchikan Gateway Bor-
ough;

« City of Saxman; and
< Shoreline Service Area.

On May 18, 1999, a full
set of amended petition
documents was made
available for public review
at both the Offices of the
Ketchikan City Clerk and
the Ketchikan Public Li-
brary.

On May 18, 1999, DCED
provided notice of the filing
to 56 agencies and indi-
viduals.

Comments Filed on the
Amended Petition

As noted previously, the
deadline for submission of
comments and responsive
briefs to DCED staff regard-
ing the amended petition
was 5:00 p.m., July 7, 1999.
The Shoreline Service Area

filed a timely responsive brief.

Timely written comments
were received from the fol-
lowing 31 parties:

e Charles Stewart, a one-
page letter in opposition
to annexation;

= SWS Investors, a one-
page letter in opposition
to annexation;

< John and Ann Vredeveld,
a one-page letter in op-
position to annexation;

e Joe Burns and Sharon
Boatwright, a one-page
letter in opposition to an-
nexation;

= Irene Bienek, a one-page
letter in opposition to an-
nexation;

= Henry and Glenna Dyson,
a one-page letter in op-
position to annexation;

< Dan Eichner, a one-page
letter in opposition to an-
nexation;

= Fred Fricke, a one-page
letter in opposition to an-
nexation;

e Lawrence and Marcia
Hilley, a one-page letter

in opposition to annexation;

Joan Martin, a one-page
letter in opposition to an-
nexation;

Gerald Wick, a one-page
letter in opposition to an-
nexation;

Larry and Cheryl Elliott, a
one-page letter in opposi-
tion to annexation;

Glenn Lervick, a one-page
letter in opposition to an-
nexation;

Mary Hastings, a one-page
letter with attachment in
opposition to annexation,;

Gary Shorts, a one-page
letter in opposition to an-
nexation;

Josephus Govaars, a one-
page letter in opposition to
annexation;

M.J. Govaars, a one-page
letter in opposition to an-
nexation;

Paul and Vicky Slenkamp, a
one-page letter in opposi-
tion to annexation;

Flora and David Gray, a
one-page letter in opposi-
tion to annexation;

Evelyn Thompson, a one-
page letter in opposition to
annexation;

Gordon and Henrietta Kalk,
a one-page letter in opposi-
tion to annexation;

Eric Bjella, a two-page letter
in opposition to annexation;
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= Jerry Collins, a one-page
letter in opposition to an-
nexation;

= Rosemary Crowder, a one-
page letter with attach-
ment in opposition to
annexation;

< Wiliam and Deborah
Harney, a one-page letter

in opposition to annexation,;

e Bertha Hussman, a one-
page letter in opposition to
annexation;

e Linda Raitanen, a two-page

letter in opposition to an-
nexation;

< Andrew Thompson, a one-
page letter in opposition to
annexation,;

< Mary Jane Walton, a two-
page letter in opposition to
annexation;

= Jason Wick, a one-page
letter in opposition to an-
nexation;

= A 38-page “petition” in op-
position to the annexation.

Future Proceedings

ooooooooooooooooooooooo

Review of Draft Report

3 AAC 110.530 requires that
copies of this draft report be
provided to the Petitioner and
Respondent for review and
comment. Copies will also be
provided to other interested
parties for review and com-

ment. 3 AAC 110.640 re-
quires that at least 28 days
be allowed for comment on
the draft report from the
date the report was mailed
to the petitioner and respon-
dent.

Written comments on
DCED’s preliminary analysis,
conclusions, and recommen-
dation are welcome. All
timely comments will be in-
cluded in the formal record
of this proceeding and will
be considered in the devel-
opment of DCED’s final re-
port on this matter.
Comments must be received
by November 1, 1999 at the
following office:

Local Boundary Commission Staff
Department of Community and
Economic Development
333 West Fourth Avenue, Suite 220
Anchorage, Alaska 99501-2341

Fax numbers: 907-269-4539 or
907-269-4520
e-mail address:
Dan_Bockhorst@dced.state.ak.us

Final Report

After written comments
on the draft report have
been reviewed, a final report
will be issued.

Occasionally, preliminary
reports to the LBC become
final with little or no modifica-
tion. Insuch cases, a letter
announcing the adoption of
the preliminary report is is-

sued to meet the legal re-
quirement for a final report.

oooooooooooooooooooo

LBC Public Hearing

The Local Boundary
Commission will conduct a
public hearing in Ketchikan
on the City’s annexation
proposal. That hearing is
scheduled to be held as
follows:

11 a.m., Saturday,
December 4, 1999

Ted Ferry Civic Center

Formal notice of the
hearing will be provided at
least thirty days in advance
of the hearing. Guidelines
for testimony and public
comment at the hearing
will be provided in ad-
vance of the hearing.

Agenda. A sample
hearing agenda is shown
on the following page.

The Commission may
amend the order of the
hearing proceedings and
change allotted times, if
such will promote effi-
ciency without detracting
from LBC’s ability to make
an informed decision. The
LBC Chairperson will regu-
late the time and content
of testimony to exclude ir-
relevant or repetitious testi-
mony. A member of the
Commission may guestion
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persons providing public
comment or testimony as a
sworn witness. The Com-
mission may also call addi-
tional witnesses.

The petitioner and re-
spondent each have the
opportunity to provide
sworn testimony to the
Commission. This allows the
petitioner and respondent
to present witnesses pos-
sessing particular expertise
or credibility about the spe-
cific topics addressed in
testimony. Itis an opportu-
nity to present relevant
facts and analysis and not
intended to provide a fo-
rum for individuals to make
general comments and

“swear or affrm” that they
sincerely believe what they
are stating.

A brief or document may
not be filed at the time of
the public hearing unless the
Commission determines that
good cause exists for the fail-
ure to present the submission
in a timely manner.

In compliance with Title |I
of the Americans with Dis-
abilities Act of 1990, reason-
able auxiliary aids, services,
and/or special modifications
to accommodate individuals
with disabilities will be pro-
vided to those requiring such
accommodations to partici-
pate at the hearing. To se-

%, éE iy
V&m-.v can®

l. Call to order
Members

Kevin Waring
Chairperson Il
At-Large

Approval of agenda

Agenda

City of Ketchikan Annexation Hearing

. Roll call & determination of quorum

Kathleen V.
Wasserman
Vice-Chairperson
First Judicial District VI,

Nancy Cannington
Member
Second Judicial
District

Allan Tesche
Member
Third Judicial District

William Walters
Member
Fourth Judicial
District

VI

V. Comments by members of the Local Boundary Commission

@ mmoow®p

- T

Comments by members of the public concerning matters not on the
agenda

Public hearing on the City of Ketchikan Annexation Petition’
Summary of DCED’s report & recommendations

Opening statement by the Petitioner (limited to 10 minutes)
Opening statement by the Respondent (limited to 10 minutes)
Sworn testimony of witnesses called by the Petitioner

Sworn testimony of witnesses called by the Respondent

Sworn responsive testimony of witnesses called by the Petitioner

Period of public comment by interested persons (limited to 3 - 5 minutes
per person)

Closing statement by the Petitioner (limited to 10 minutes)
Closing statement by the Respondent (limited to 10 minutes)

Reply by the Petitioner (limited to 5 minutes)

Decisional session concerning the City of Ketchikan Annexation Petition
(optional at this time)

Comments from Commissioners and staff

Adjourn

“The LBC Chairperson will preside at the hearing, and may regulate the time and content of
testimony to exclude irrelevant or repetitious testimony. The LBC may amend the order of
proceedings and change allotted times for presentations if amendment of the agenda will
promote efficiency without detracting from the LBC’s ability to make an informed decision.

cure such arrangements, per-
sons requiring special accom-
modations must contact LBC
staff at 269-4500, or TDD 800
930-4555 one week prior to the
hearing.

If anyone attending the
hearing does not have a fluent
understanding of English, the
LBC will allow time for transla-
tion. Unless other arrange-
ments are made prior the
hearing, the individual requir-
ing assistance must arrange for
a translator. Upon request,
and if local facilities permit, ar-
rangements can be made to
connect other sites to the
hearing by teleconference.

.LBC Decisional ;\/Ie.eiing'y .

e o o o o . . e o o o o

Depending on the circum-
stances, the LBC may render its
decision immediately upon
conclusion of the hearing. If
the LBC does not render a de-
cision immediately after the
hearing, it is likely to do so
shortly thereafter.

During the decisional meet-
ing, no new evidence, testi-
mony or briefing may be
submitted. However, the LBC
may ask its staff or another per-
son for a point of information
or clarification.

After a verbal decision is
rendered, the LBC will adopt a
written statement explaining all
mayjor considerations leading
to its decision concerning the
City of Ketchikan annexation
petition. A copy of the state-
ment will be provided to the
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petitioner, respondent, and to
all others who request a copy.
A decision of the LBC be-
comes final once the written
statement of decision is mailed
to the petitioner and others
who request a copy at the
time of the decision.

ooooooooooooooooooooooo

Reconsideration

Any party may ask the LBC
to reconsider its decision in this
matter. The provisions of 3
AAC 110.580 provide details
concerning requests for recon-
sideration.

A request for reconsidera-
tion of the LBC’s decision may
be filed within 20 days after the
decision becomes final. The
LBC may also order reconsid-
eration of all or part of its deci-
sion on its own motion.

Requests for reconsidera-
tion must describe, in detall,
the facts and analyses that
support the request for recon-
sideration. If the Commission
takes no action on a request
for reconsideration within 30
days after its decision be-
comes final, the request is au-
tomatically denied.

If the Commission grants a
request for reconsideration,
the petitioner and respondents
opposing reconsideration may
file responsive briefs for consid-
eration by the Commission.
Ten days are allotted for the
filing of such briefs.

Judicial Appeal

A decision of the LBC may
be appealed to Superior
Court. The appeal must be
made within 30 days after
the last day on which recon-
sideration may be ordered
by the Commission. (Alaska
Rules of Appellate Proce-
dure, Rule 601 et seq.)

Legislative Review

The City of Ketchikan’s
annexation petition seeks al-
teration of the City’s munici-
pal boundaries under the
process that involves review
by the legislature.

Legislative review is initi-
ated under Atrticle X § 12 of
Alaska’s constitution when
the LBC files a recommenda-
tion for annexation with the
legislature during the first 10
days of a regular session. If
the legislature takes no ac-
tion on the recommendation
within 45 days after presenta-
tion (or at the end of the ses-
sion, whichever is earlier) the
recommendation is deemed
to have been approved by
the legislature.

However, if the Senate
and House of Representa-
tives adopt a joint resolution
rejecting the recommenda-
tion within the 45-day review
period, the action is denied.

Rule 49(a)(5) of the Uni-
form Rules of the Alaska
State Legislature provides
that a joint resolution “is
treated in all respects as a
bill but it is not subject to
veto.”

Federal Voting Rights Act
Review

Federal law (43 U.S.C.
1973) subjects municipal an-
nexations in Alaska to review
under the federal Voting
Rights Act. The Voting Rights
Act forbids any change to
municipal jurisdiction that
has the purpose or effect of
denying or abridging the
right to vote for racial rea-
sons.

The municipality propos-
ing annexation is responsible
for initiating the necessary
review of the annexation
proposal by the U.S. Justice
Department or U.S. District
Court for the District of Co-
lumbia. However, DCED staff
are available to assist in the
effort. The review may be ini-
tiated once the opportunity
for the LBC to reconsider its
decision has expired under
3 AAC 110.580. A request for
review prior to such time
would be considered pre-
mature (see 28 CFR § 51.22).
Annexation will not take ef-
fect until the City provides
DCED with evidence that the
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Justice Department or U.S. If the LBC and the legisla-  Voting Rights Act review. After
District Court has favorably ture approve annexation, the such documentation is re-
reviewed the annexation boundary change will take ef- ceived by DCED, a certificate
proposal (see 3 AAC fect on the date that the City of boundaries for the City re-
110.630). Commission staff  provides the LBC staff with flecting the annexation will be
is available to assist cities in  documentation that the an-  issued.

meeting their obligations nexation has successfully

under the Voting Rights Act. passed the requisite Federal
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Appendix D

Background Concerning Ketchikan

Location

Ketchikan is located on the
western coast of Revillagigedo
Island, near the southernmost
boundary of Alaska. It is 679
miles north of Seattle and 235
miles south of Juneau. A map
of the region appears below.

History

Tongass and Cape Fox
Tlingits used Ketchikan Creek
as a fish camp which they
called “kitschk-hin,” meaning
creek of the “thundering wings

Mike Martin bought 160
acres from Chief Kyan, which
later became the township.

The first cannery opened
in 1886 near the mouth of
Ketchikan Creek and four
more were built by 1912. The
Ketchikan Post Office was
established in 1892. In the
late 1890s, nearby gold and
copper discoveries briefly
brought activity to Ketchikan
as a mining supply center. By
1936, seven canneries were
in operation, producing 1.5
million cases of salmon.

The need for lumber for
new construction

ofan eagle.” — and packing
£ 1
The abundant fish and tim- 4 boxes
ber resources attracted non- “'_':" SpaWﬂeO] the
Natives to Ketchikan. In 1885, = \ Ketchikan
&4 £ e Spruce
ey B Mills in
1903,
which
Klmfﬂriﬂ-l*"pﬂﬂhum oper-
=Wrangell ated for
Kotchikan Galﬂ_::a-r * Hyder over 70
Boraugh years
Poang Bak
C E;: p:r.l:::l.:lih'l ™, —"’-m\\\{' Spl’UCG
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Edna Baye Tharme Bay = 'l'll'ln‘ﬁl_fi Chuck demand
wasaars | Etﬂﬂ,-n i during
Klaveach . L =
Ceains . Homs 0.\, 'i;* o World War I,
' ) farinheny and Ketchi-
L kan became
a supply cen-
ter for area log-

ging. A $55 million pulp mill
was constructed at Ward
Cove near Ketchikan in
1954. Its operation fueled
the growth of the commu-
nity. The mill’s 50-year con-
tract with the U.S. Forest
service for timber was can-
celed, and the pulp mill
closed in March 1997.

15.7% of the population
are Alaska Natives. A fed-
erally recognized tribe is lo-
cated in the community.
The largest collection of to-
tem poles in the world is
found at Totem Bight State
Historical Park, Saxman,
and the Totem Heritage
Center Museum.

During the April 1990 U.S.
Census, there were 3,360
total housing units, and 196
of these were vacant. 4,258
jobs were estimated to be
in the community. The offi-
cial unemployment rate at
that time was 8.6%. 31.2%
of all adults were not in the
work force. The median
household income was
$41,931, and 5.5% of resi-
dents were living below the
poverty level.
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Economy

Ketchikan is an industrial
center and a major port of
entry in Southeast Alaska,
with a diversified economy.

Ketchikan is supported
by a large fishing fleet, fish
processing facilities, timber
and wood products manu-
facturing, and tourism.
Ketchikan Pulp
Corporation’s mill closed in
March 1997, forcing 400
residents into unemploy-
ment. To ease the affects
of the shut-down, the U.S.
Forest Service is allocating
timber for the sawmill to
continue operations for
three additional years. Sev-
eral smaller timber compa-
nies are also based in
Ketchikan. Local govern-
ment leaders and business
owners are working to de-
velop new wood-products
plants that could create
more jobs while cutting
fewer trees. The state oper-
ates the Deer Mountain
Hatchery, which produces
over 450,000 king salmon,
coho salmon, steelhead,

and rainbow trout annually.

438 area residents hold
commercial fishing permits.
Four canneries, three cold
storage facilities, and a fish
processing plant support
the fishing industry in sum-
mer months. Over 480
cruise ships dock in Ketchi-
kan each summer, bringing
over 300,000 annual visitors.

A new Ketchikan Visitors As-
sociation office building was
completed in 1998, with a
visitors’ center and retail
sales space for 20 tourism
operators. Mining would
play a role in the future if the
molybdenum mine at Quartz
Hill is developed.

Transportation

Regularly-scheduled jet
services offer three north-
bound and three south-
bound departures daily. The
State-owned Ketchikan Inter-
national Airport offers a
paved, lighted 7,500 run-
way. The airport lies on
Gravina Island, a 10-minute

ferry ride from the waterfront.

Ketchikan is a regional trans-
portation hub, with numer-
ous air taxi services to
surrounding communities.
There are four float plane
landing facilities: Tongass
Narrows, Peninsula Point,
Ketchikan Harbor, and
Murphy’s. Ketchikan is the
first port of call in Alaska for
cruise ships and Alaska Ma-
rine Highway vessels. Harbor
and docking facilities in-
clude a breakwater, a deep
draft dock, five small boat
harbors, a dry dock and ship
repair yard, boat launch,
and a State ferry terminal.
The shipyard is privately-
owned, and is used for re-
pairs to vessels of the Alaska
Marine Highway and off-
shore fish processors. The In-
ter-Island Ferry Authority,

based on Craig, is coordinat-
ing funding to develop a
twice-dalily, year-round ferry
service between Ketchikan
and Hollis. (Alaska Depart-
ment of Community and Eco-
nomic Development
community profiles, http://
www.comregaf.state.ak.us/
CF_BLOCK.htm).

Climate

The area lies in the maritime
climate zone noted for its
warm winters, cool summers,
and heavy precipitation. Sum-
mer temperatures range from
51 to 65. Winter temperatures
range from 29 to 39. Ketchikan
averages 162 inches (13.5 feet)
of precipitation annually, in-
cluding 32 inches of snowfall.

History of the Establish-
ment and Expansion of the
Ketchikan City Government

Ketchikan is Alaska’s sec-
ond oldest existing city govern-
ment, having incorporated in
1900 shortly after the City of
Skagway was formed. Voters
extended home rule powers to
the City in 1960, making it one
of the first home rule local gov-
ernments in Alaska. The cur-
rent boundaries of the City
encompass approximately 3.8
square miles. In 1998, the
population of the City was re-
corded at 8,460.
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Prior annexations of the City
have included those listed in

Boundary changes to the City of Ketchikan

) Name Area Effective Date
the adjacent chart. Revilla Precinct Unknown 05/21/30
Tongass View Unknown 11/10/55
Cu rrent |5r0ceed|ng U.S.S. 550 18.48 acres 03/17/63
Carianna Area Unknown 05/17/66
Bear Valley Addition Unknown 01/02/71
As was discussed in the Dennis Shull Addition 2.51 acres 10/02/79
. " . Washington Park 27.3 acres 07/30/82
City’s the petltlon, the,SUbJeCt College Court Addition 0.95 acres 05/21/83
of expanding the City’s Peril Addition 2.37 acres 07/18/83
boundaries to the northwest Aubuchon Addition 10.79 acres 07/18/83
has been considered for sev- Shull Addition 85.16 acres 07/18/83
era' years_ After a November KPU Tracts 9.67 acres 07/18/83
Tuscarora Lode 6.82 acres 03/03/84
1998 announc_ement that Wal- Three Remnant Parcels 0.03 acres 03/03/84
Mart Corporation planned to KPU-BLM Addition 478.55 acres 03/09/86
locate a 64,000 square foot fa- Landfill Tract 37.07 acres 03/09/86
cility one-mile north of the City Spear Addition 0.47 acres 03/09/86
|imitS, the question Of annex- Furseth Addition 2.88 acres 03/09/86
; : : Gisse-Furseth 55.26 acres 03/09/86
ation became an.l.mmedlate College Tract 48.30 acres 03/09/86
concern. The petition for the U.S.C.G. 121.31 acres 03/09/86
current annexation proposal Dawson Addition 52.3 acres 05/19/90
was subsequently developed Wayne Const. Addition 1.3 acres 05/19/90

and filed.

Rader, who was a member of
the State House of Represen-
tatives at the time, consid-
ered the lack of progress on
forming organized boroughs
to be the most pressing issue
facing the legislature:

honest attempts repeat-
edly failing because of the
simple fact that there was
no governmental structure
upon which to hand nec-
essary governmental func-
tions. | therefore decided
to do what | could. Met-

Background Regarding the
Ketchikan Gateway Bor-
ough Government

On January 23, 1963, voters

in Ketchikan petitioned the
LBC to form the KGB. The pro-
posed boundaries encom-
passed only the Ketchikan
Independent School District
and the Mountain Point Public
Utility District, an area of ap-
proximately 75 square miles.
At the time of the petition, only
one organized borough ex-
isted in Alaska. That borough,
the Bristol Bay Borough, en-
compassed only 850 square
miles.

Five days after the KGB pe-
tition was filed, the 1963 State
legislature convened. John

“My experience as the An-
chorage City Attorney and the
State Attorney Generalled me
to believe that the greatest un-
resolved political problem of
the State was the matter of
boroughs. As near as | could
see, no reasonable solutions
were being propounded. A
great opportunity to create
something of value could be
lost. A state of the size, popu-
lation density, and distribution
of Alaska makes State admin-
istration of local problems im-
possible. Anyone who had
ever worked in Alaska on the
local level or on the State level
could see the frustrations of

ropolitan Experiment in
Alaska, page 93.

Representative Rader
proceeded to draft a bill
that mandated the incor-
poration of certain re-
gions of the state. These
included the Ketchikan
and the Annette Island
Indian Reservation, Sitka,
Juneau, Haines-Skagway,
Kodiak Island, Kenai Pen-
insula, Anchorage, Mata-
nuska-Susitna valleys, and
Fairbanks. Representative
Rader explained:



Appendices: Preliminary Report to LBC Concerning Annexation of 1.2 Square Miles to the City of Ketchikan

Page 17

iv Although Mr. Rader as-
serted generally that
“most” of the areas ex-
cluded from the Manda-
tory Borough Act “could
not possibly have sup-
ported or operated a bor-
ough successfully,” seven
boroughs have formed
since the Mandatory Bor-
ough Act was passed.
Further, in the 1980’s DCRA
conducted borough feasi-
bility studies of most of the
unorganized borough.
Those studies concluded
that with the possible ex-
ception of one region, the
study areas had the finan-
cial capacity to support
borough government.
(See Synopsis of Borough
Feasibility Studies Con-
ducted During 1988 and
1989, DCRA, September,

together with cities such as

Nome, Wrangell, Petersburg,
Cordova, Valdez, and others
notincluded in any boroughs,
encompassed roughly 90 per
cent of the taxable wealth in
the State and approximately
80 per cent of the population.
These cities had not outgrown
their corporate boundaries
and did not have significant
suburban development. Nor
was it necessary to the tax
equalization features of the bill
that they be within a borough.
Metropolitan Experiment in
Alaska, page 102.

The Annette Island Indian

Reservation, the Haines-
Skagway area, and military
reservations were excluded

porters on the last day on the last
critical vote switched his vote
from “Yes” to “No” after being
persuaded that the next step
would be further equalization af-
fecting his area. The people who
were continuing to benefit from
the inequity of taxes recognized
thatif the bill passed, they would
have a hard time politically
maintaining the inequity in the
future because their numbers
would be diminished substan-
tially. People benefiting from tax
inequities do not like to discuss
tax reforms; they never know
when reform will finally reach

home. Metropolitan Experiment
in Alaska, page 117.

After considerable effort,

the bill passed the Senate by
one vote. The governor subse-

1989) quently signed the act into law

on April 12, 1963. Section 1 of

from the bill by the House of

v Ironically, while the Manda- Representatives. The bill

tory Borough Act promised
that boroughs would not
be deprived of State rev-
enues or penalized be-
cause of incorporation,
the fact that many areas
were allowed to remain
unorganized precluded
the fulfilment of that
promise from the very be-
ginning. More than thirty-
five years after the
Mandatory Borough Act
was passed, organized
boroughs received
$121,360,429 less in State
education foundation aid
for Fiscal Year 1998 alone
as compared to the level
of State aid had those
areas remained unorga-
nized.

We considerred many ar-
eas as possibilities for

passed the House with 27

votes in favor — six more than
the required minimum. John

Rader noted:

It is probably true that many
of the rural representatives
who voted for the bill would
have voted against it had their
areas been included. Actu-
ally, most of these areas could
not possibly have supported or
operated a borough
successfully.V  Surprisingly,
even through | had therefore
omitted great expanses of ru-
ral undeveloped areas, the
representatives from these ar-
eas still feared the bill because
they realized that it provided
for a general tax equalization
and that they were the only
ones who were not being

the act stated as follows:

Declaration of Intent. Itis the in-
tention of the legislature to pro-
vide for maximum local
self-government with a minimum
number of local government
units and tax-levying jurisdictions,
and to provide for the orderly
transition of special service dis-
tricts into constitutional forms of
government. The incorporation
of organized boroughs by this
Act does not necessarily relieve
the state of present service bur-
dens. No area incorporated as
an organized borough shall be
deprived of state services, rev-
enues, or assistance or be other-
wise penalized because of
incorporation. . .. Session Laws

of Alaska, 1963, Chapter 52.V

Section 3(a)(7) of the Man-
datory Borough Act stipulated
that if Ketchikan voters did not
incorporate a borough volun-
tarily, one would be estab-
lished by legislative fiat with

mandatory borough in-
corporation. However, af-
ter looking over the
available information on
taxable wealth, | con-
cluded that the areas we
proposed as boroughs,

“equalized.” They were easily
persuaded by some of the op-
ponents of the bill that they
would be “equalized” by the
next legislature. This was par-
ticularly true in the Senate,
where one of my strong sup-
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boundaries corresponding to
“Ketchikan Election District #2
as designated in Sec. 3, Art.
XV, of the State Constitution,
except the Annette Island In-
dian Reservation created by
Act of Congress dated March
3, 1961, 26 Stat. 1101.”

The Ketchikan borough
boundaries set out in the Man-
datory Borough Act encom-
passed an area 95 times larger
than the boundaries proposed
by the local voters. The Man-
datory Borough Act bound-
aries for Ketchikan are virtually
identical to the model bound-
aries of the KGB as defined by
the LBC in 1991.

The Local Affairs Agency
(the predecessor to DCED)
which served as staff to the
LBC, considered the bound-
aries proposed in January 23,
1963 petition to be arbitrary.
The Local Affairs Agency rec-
ommended that the LBC en-
large the boundaries to
include all of Gravina and
Revillagigedo Islands. See Re-
port to the Local Boundary
Commission on a proposal to
incorporate an organized bor-
ough in the Ketchikan area,
Local Affairs Agency, May
1963. The boundaries recom-
mended by the Local Affairs
Agency took in more than 23
times the area requested by
the petitioners, but about ¥4 of
the territory provided by the
Mandatory Borough Act. In
recommending the larger
boundaries, the Local Affairs

Agency stressed that the
KGB would gain additional
National Forest Receipts
while it would incur minimal
added expense:

The additional expense to the
borough if the entire area of
the two islands is incorporated
would be minimal, since the
population outside the Ketchi-
kan urban area s limited. The
forest service stumpage fees
accruing to the borough with
the enlarged area, however,
would provide an important
yearly revenue to the bor-
ough.

On May 3, 1963, the LBC
held a hearing on the peti-
tion in Ketchikan. Following
the hearing, the LBC
amended the petition to ex-
pand the boundaries as rec-
ommended by the Local
Affairs Agency. However, the
LBC concluded that the
proper boundaries of the
KGB should be even larger.
Specifically, the Commission
stated:

“The boundaries of the pro-
posed borough do not con-
form to the natural geography
of the area as required by AS
07.10.030(2). Pursuant to AS
07.10.110, the Commission al-
ters the boundatries to include
all of Revillagigedo and
Gravina Islands, as well as sev-
eral lesser islands. The Com-
mission makes this boundary
change for the following rea-
sons:

(1) The Ketchikan trading area
is much larger than the area
proposed by the sponsor for
borough incorporation. The
trading area includes and

roughly approximates Elec-
tion District #1. The Commis-
sion does not wish at this time
to alter the proposed bor-
ough boundaries to include
the entire election district. It
does, however, feel that the
borough should be signifi-
cantly larger than the Inde-
pendent School District.” . ..
(emphasis added) See No-
tice to the Secretary of State
of the Acceptance of a Pe-
tition for the Incorporation of
the Gateway Borough, Lo-
cal Boundary Commission,
May 25, 1963.

On February 28, 1998,
the Ketchikan Gateway
Borough petitioned the
Commission for annexation
of an estimated 5,524
square miles. The ex-
panded corporate bound-
aries proposed by the
Borough were nearly identi-
cal to its model boundaries
as defined by the Commis-
sion in 1991. However, the
proposed expanded cor-
porate boundaries omitted
Hyder consisting of 17.9
square miles and Meyers
Chuck consisting of 3.5
square miles, whereas the
Borough’s model bound-
aries included those 21.4
square miles. The map be-
low shows the Borough'’s
existing corporate bound-
aries, the territory proposed
for annexation, and the
Borough’s model bound-
aries, including Hyder and
Meyers Chuck.

On December 12, 1998,
the Local Boundary Com-
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Ketchikan Gateway Borough 1998 annexation proposal
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Meyers Chuck exclu
r osedby KGB'4{

N

on

'y xisting Ketchikap
Gatewdy Boroug
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Arg¢a petitioned
for annexation

mission held its public hear-
ing on the Ketchikan Gate-
way Borough’s petition to
annex 5,524 square miles.
After the hearing, during
the Commission’s delibera-
tions on the petition, sev-
eral Commissioners voiced
concerns that the petition
falled to meet certain stan-
dards for borough annex-
ations. Those concerns
related to the omission of
the communities of Hyder
and Meyers Chuck from
the territory proposed for
annexation. Rather than
deny the Borough’s petition
outright, the Commission
voted unanimously to allow
the Borough ninety days to
amend its petition. The
deadline for receipt of an
amended petition was

March 12, 1999.

The Borough ultimately
decided not to amend its
petition. Accordingly, on
April 16, 1999, the Commis-
sion denied the Borough’s
annexation petition.

The Ketchikan Gateway
Borough currently has the fol-
lowing powers and duties:

Areawide
1. education;

2. tax assessment and col-
lection;

3. planning, platting, and
land use regulation;

4. eminent domain;

o

emergency disaster pow-

ers;

6. garbage and waste ser-
vices;

7. alcohol regulation;

8. transportation;

9. parks and recreation,;
10.economic development;
11.voter services;

12.animal control and protec-
tion;

13. property management and
control.

Non-areawide
1. library;

2. sewage and septic waste
collection and disposal;

3. emergency services com-
munications;

4. bonds and tax increment
financing.

Service Areas

The KGB has 14 service ar-
eas in which services are pro-
vided that are not provided
generally on an areawide or
non-areawide basis. Nine of
those service areas are in parts
of the KGB that are intercon-
nected by streets, roads, and
highways. The remaining five
service areas are in parts of
the KGB not connected by
roads.
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