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May 1, 2013 
 
Dear POWCAC and other report readers; 
 
Enclosed is the final Prince of Wales Borough Feasibility study. This report greatly benefited 
from the many reviewers’ comments and questions that were submitted on the draft, thank you.  
 
There is a lot of information in this report. For readers wanting a big-picture overview that 
summarizes data, results and answers, the Executive Summary will be your best tool. The full 
report will be for those that want to dig into the details of one or more topics, review 
assumptions, and analyze methodology.   
 
This report is simply a first step in your consideration of whether or not to form a borough. It 
provides the information that you will need to consider the technical feasibility of forming a 
borough. However, it does not address the question of whether or not to form a borough. After 
you have had a chance to review the report, I would suggest that a place to start in coming to a 
decision is for the Prince of Wales Community Advisory Council and Prince of Wales Island 
area residents to step back and discuss among themselves two topics:  

1. If we could design our borough and regional government the way we want, what are 
our ambitions, and the benefits and opportunities, we hope to achieve? What are our 
goals and the values that define our region? 

2. When we think about a borough and regional government, what are the possible 
outcomes or effects that seem scary, negative or of concern?    

This is an important conversation to have among yourselves because just mulling over this 
report, or if you decide to prepare a charter or petition to better define a possible Prince of 
Wales area borough, will take a lot of work by many people. To undertake this effort there 
needs to be something inspirational that you are trying to achieve, and a clear list of 
undesirables that you are committed to avoid. There are a lot of answers in this report, but not 
your answers to the key questions above.  
 
The Prince of Wales borough options analyzed in this report are feasible and could meet the 
standards for borough incorporation. The region has the capacity to raise local revenue to fill 
the gap between funding that state and federal governments provide, and what would be 
needed to run a borough government and school district. However, to do this requires 
willingness by the majority of voters to undertake this effort and support some level of local 
taxation, which brings us back to the two questions noted above. In the view of the region, do 
the possibilities and opportunities outweigh, or are they outweighed by, the challenges?   
 



On behalf of my firm and the many people who contributed information for this report, thank 
you for the opportunity to assist you in considering this important issue. Please do not hesitate 
to contact me if I can assist you further in considering this material, facilitating conversation, or 
working on any small or large next steps. 
 

Sincerely,  
 
 
Barbara J. Sheinberg, AICP 
SHEINBERG ASSOCIATES  
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Executive Summary 
 
Boroughs are forming or annexing land around Prince of Wales Island. This, coupled with 
shrinking state and federal funding for schools and communities, the prospect of one or 
more major mine opening on the Island, and other factors has raised questions in the minds 
of Prince of Wales residents, school districts, local and tribal governments and 
organizations about whether borough formation could make sense or not. This major 
change would have advantages and disadvantages, and which is which will depend in part 
on an individual’s perspective. Regardless of one’s opinions, informed discussion cannot 
occur without information. 
 

The Prince of Wales Island Advisory Council (POWCAC) hired Sheinberg Associates to 
provide objective and factual information to POWCAC and Prince of Wales (POW) 
residents, school districts, communities, and organizations on the implications of POW 
forming a borough. For this study, the region’s Model Borough Boundary depicted on 
Figure 1 (options A, B, and C together) was used, as well as an option that excludes the Port 
Alexander area (option B and C on map).  

 
Borough Duties and Impact to Existing POW Governments and Organizations 
 
There are four types of boroughs in Alaska; 1st and 2nd class General Law boroughs, and, 
unified and non-unified Home Rule boroughs. There are now 19 boroughs in Alaska; four 
are Unified Home Rule, seven are Home Rule, one is 1st class, and seven are 2nd class 
boroughs.  
 
All Alaskan boroughs that would be similar to a POW Borough (one with multiple 
communities that are geographically spread out) are either Home Rule or 2nd class.   
 
The main difference between these two types of boroughs is that Home Rule boroughs have 
more leeway in establishing the rules under which they operate compared to a 2nd class 
borough because Home Rule boroughs write and adopt their own Charter that spells out 
the borough’s purpose, powers, and duties. The 2nd class boroughs have broad capabilities 
and powers too, but their rules of operation, such as how additional duties are assumed or 
whether tax rates can be changed by Assembly Ordinance or by a vote of the people, are 
established by Alaska law (Title 29 primarily). In the full report the differences are outlined 
on Table 3. 
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The three mandatory duties that all boroughs must do, and how this impacts cities, are: 

1. Education. One School District forms for the borough. 1st class cities are no longer 
responsible for hosting a school district or making payments to support education; 
that is now the borough and borough school district’s responsibility. The local 
contribution to support education comes from the borough and all its citizens.  

1. Land Use Planning. The borough is responsible for regional planning, platting and land use 
regulation. If a city that exercises planning and zoning (such as Craig, Klawock, 
Hydaburg, Thorne Bay, and Port Alexander all now do) wishes to continue to do so 
and the borough agrees, the city and borough can sign a Memorandum of 
Agreement delegating planning within the city boundaries to the city. (See Chapter 5 
on Planning in this report for a full review of implications.) 

2. Taxation.  It is the borough’s duty to levy and collect borough and city taxes. When the 
borough collects city taxes levied within a city, it must return 100% of the revenue 
collected to the city (AS 29.35.170). This relieves cities of some financial burden. 
(Cities can levy whatever taxes they see fit and the borough must collect them, 
unless the two sign an agreement to allow the city to continue collecting the tax 
rather than the borough.) Along with the ability to levy and collect taxes comes the 
opportunity for boroughs to issue bonds to fund infrastructure, facility, and 
economic development projects in borough.  

Boroughs have broad latitude to take on other powers and duties if desired and the 
assembly and voters approve. A borough can offer a service Areawide (everywhere in the 
borough), only in places outside of cities (Non-Areawide), or in a Service Area that forms 
just to offer a service (can include parts of cities if desired).  
 
The most common additional services that boroughs in Alaska, which would be similar to a 
POW borough (multiple communities in borough that are geographically spread out), 
provide are: 

• Economic development, capital projects & grant writing 
• Emergency management & hazard planning 
• Health, hospitals or clinics 
• Parks & recreation  
• Roads & road maintenance 
• Solid waste & recycling 

 
The table on the next page lists Alaskan boroughs with multiple, geographically spread out, 
communities and schools, which is similar to how a POW Borough would be. The table 
shows the type of borough it is and some basic information about each.  
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Alaskan Boroughs with Multiple Communities and Schools 

BOROUGH Aleutians 
East Denali Kodiak 

Island 
Lake & 

Peninsula North Slope Northwest 
Arctic 

Hypothetical 
POW 

 (all areas in) 
Type 2nd class Home Rule 2nd class Home Rule Home Rule Home Rule ?? 
Strong…** Mayor Mayor Manager Manager Mayor Mayor ?? 
Pop (2011) 3,181 1,820 13,870 1,710 7,481 7,651 4,304 
# cities  
(1st & 2nd) 5 1 6 6 7 10 7 

# 
communities 1 4 5 12 2 2 6 

# Schools  
(FY 12) 

6 4 
(1 corresp) 

15 
(1 corresp) 

14 11 12 17 
(2 corresp) 

FY 12 Total  
ADM 

227 716 
(487 corresp) 

2,517 
(108 corresp) 

326 1,599 1,803 1,002 
(317 corresp) 

Sq Miles 
Land 6,988 12,750 6,560 23,782 88,817 35,898 3,870 

# FTE Boro 
Employees 23 10 45 5 829 na 7-11 

Boro Govt  
Expend.  
FY 10 

$3,676,557  $1,240,352  $9,247,052  $1,497,693  $170,383,183  $3,549,833  

$2.5 to $3.1 
million 

(+ $1.6 M in 
comm. rev 

share) 
Boro Debt 
Expend.  
FY 10 

$2,197,430 $0 $3,439,360 $1,196,248 $107,913,196 $6,026,562  

# Assembly 
seats 

7 + mayor 9 + mayor 7+ mayor 6 + mayor Juneau Sitka 
 

8 + mayor 6 + mayor 

How Elections 
Work 

1 District 
It is 
areawide, 7 
seats, can 
live 
anywhere to 
run.  

5 Districts 
There are 1 
to 4 seats in 
each district, 
based on 
pop, with 9 
seats total. 

 
Must live in 
district to 
run for seat. 

1 District 
It is 
areawide, 7 
seats, can 
live 
anywhere to 
run.  
 
Voting can 
be 
conducted 
by mail. 

2 Districts 
There are 3 
seats per 
district, 
districts are 
pop-based. 

 
Must live in 
district to run 
for office. 

3 Districts 
1 areawide 
district = (2 
seats) can live 
anywhere to run. 

 
2 districts  = pop 
based (3 seats 
each) must live 
in district to run. 

1 District 
 
It is areawide, 
5 seats, can 
live anywhere 
to run. 

 

Who Votes All voters 
vote for all 
seats. 

All voters 
vote for all 
seats. 

All voters 
vote for all 
seats. 

All voters 
vote for all 
seats. 

All voters vote 
for all seats. 

All voters 
vote for all 
seats. 
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If a POW Borough formed all 1st and 2nd class city councils and city mayors remain and 
continue as is, city governments would continue as is except that who provides and funds 
the three mandatory powers would change (education, planning and taxation).  
 
If a POW Borough provides only the three mandatory services, borough formation 
would not affect services or programs that the unincorporated communities now 
provide. If a POW Borough provides some added services that the unincorporated 
communities are now offering, there are several options for how to cooperate and avoid 
duplication, as explained in Section 3B of the report.    
 
For cities and unincorporated communities there are some financial effects.  The borough 
would get a share of some state and federal revenue that formerly went to cities (fisheries 
business tax), and other revenues (PILT, SRS) would go to the borough rather than cities. 
State community revenue sharing funds would go to the borough rather than 
unincorporated communities. A key determination to make is if the revenue is to support a 
service that is to be provided by the city, community, or the borough; the answer to this 
should determine whether the borough transfers the revenue back to the cities and 
unincorporated communities or keeps it. These conversations could occur as part of writing 
a POW Borough Charter or as one of the items to state clearly in the Petition to form a 
Borough. Residents in both cities and unincorporated communities will want a clear 
understanding of these matters and options; talking together is needed to make decisions. 
Table 8 in the report shows federal and state revenue to the cities, unincorporated 
communities, and region now and if a borough formed.  
 
Borough formation would have very little effect on the area’s tribal governments. Each 
tribal government would continue as is; tribal councils would not be affected, the 
government-to-government relationship between tribes and the federal government would 
not be affected, and tribal government responsibilities and powers would not be affected. 
Tribal governments and a POW Borough would want to closely coordinate on land 
planning.  
 
Borough formation would not effect on federal subsistence status. 
 
The potential effects to Native Corporations due to borough formation are the impact of 
local planning and land use regulation on their land, and the impact of any borough 
taxation. These are the same concerns that other landowners will have.  
 
Land Planning, Platting, and Land Use Regulation  
 
Land planning, platting, and land use regulation would be one of a borough’s three 
areawide  powers. Within two years after borough formation, the Borough Planning 
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Commission would oversee creation of a borough-wide Comprehensive Plan. The 
Comprehensive Plan typically includes the borough’s vision and goals, future growth 
maps, and actions to guide the borough’s physical, social, and economic development.  
There is however, a good deal of flexibility on both what is in the Comprehensive Plan and 
on how land use regulations to implement it work. In Haines Borough for example, most of 
the borough is in the General Use Zone where all activities are allowed with no review. 
Some reviewers of this draft report expressed concerns and hesitations about zoning, so a 
very simple system like this may be appropriate for most or all of a POW Borough. 
Residents would determine this together in the future.   
 
The POW Borough’s Comprehensive Plan, platting, and zoning would apply to all land in 
the borough including state (general, University of Alaska, and Alaska Mental Health 
Trust), Native Corporation land, and other private and municipal land. The exceptions are 
federal land, the area’s 44 Native townsite parcels, and its 10 or so Native Allotments. 
Chapter 5 in the report explains this in detail.   
 
The federal government exempts itself from local planning; however, through borough 
Comprehensive Planning and invoking “coordination authority” between the borough and 
federal government, the weight and influence of local concerns can increase.  The 
Comprehensive Plan is where local preferences regarding land use (with future growth 
maps), facilities and utilities, transportation, housing, parks and recreation, and economic 
development are stated and the rationale and data in support of local preferences 
developed. An example of an enhanced relationship with the federal government that is 
possible is the City and Borough of Wrangell’s action to invoke coordination authority, it 
has become a Cooperating Agency equal in standing to the state and other federal agencies 
on the Forest Service’s Wrangell Island Timber Sale.  
 
POW Borough Land  
 
A new borough gets a general land grant from the state equal to 10% of the total vacant, un-
appropriated, and unreserved (VUU) state land within the new borough boundary. A POW 
Borough would be entitled to select about 5,600 acres of land, or 8.75 square miles, from the 
pool of eligible state land. The purpose of municipal entitlement land is to assist with the 
formation and operation of new local governments by giving it an asset that both provides 
long-term sustainability and addresses the needs of residents. Entitlement lands can be 
used to provide for economic and resource development opportunity, transportation and 
utility needs, cultural, habitat, settlement, and recreational uses and purposes.   
 
The 5,600 acres is a small amount of municipal entitlement land compared to other Alaskan 
boroughs. Other Southeast Alaska boroughs in similar situations have been able to receive a 
larger land grant through the Alaska Legislature.  
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In addition to municipal entitlement land, the state shall convey to municipalities (both 
cities and boroughs) state submerged and tidelands within their corporate boundaries that 
are occupied or suitable for occupation or development, if requested by the municipality 
(and that can meet the statutory provisions). This must occur unless the state finds that the 
public interest in retaining state ownership of the land clearly outweighs the municipality's 
interest in obtaining the land. All tidelands and submerged lands are eligible for 
conveyance except those used as set net fishery sites, or that are part of a state game refuge, 
game sanctuary, or critical habitat area. 
 
The state is interested in conveying submerged and tidelands because municipalities 
usually are physically closer to the site than a DNR Office is and thus better positioned to 
actively manage the site. The state however, is not going to convey all tidelands and 
submerged lands around POW to a new borough. Section 6C in this report  reviews 
situations when conveyance of submerged and tidelands would most likely be approved.  
 
POW Borough Revenues, Expenses and Budget 
 
In order to isolate the affect to state and federal revenue of borough formation, this study 
looks at regional revenue in FY 12 and the equivalent FY 12 revenue as if nothing had 
changed except a borough had formed. If all other factors were the same and a POW 
Borough existed today, state and federal revenue to the region would be approximately $2.3 
million higher (50%) than it is currently, increasing from $4.6 to $7.0 million (Table 8). 
While this allows the effect of borough formation to be identified and isolated, it is also 
somewhat misleading because in reality things are changing quickly. Most important is that 
the federal revenue that would be responsible for the forecasted increase, Secure Rural 
Schools, has ended and its reauthorization seems unlikely. 
 
Other findings are that state Community Revenue Sharing to the region would increase by 
about $300,000 because the borough would also get a share. The state’s education 
foundation aid is forecasted to decrease slightly if a borough forms (or decrease by close to 
10% if the borough can no longer make an Additional Local Contribution to support 
education).    
 
In addition, if a borough forms some revenues would no longer go to cities (or 
unincorporated communities) but instead go to the borough; and other revenues would be 
split between these two types of governments. As a result, a POW Borough may want to 
consider creating a borough revenue-sharing program to ‘hold cities harmless’ financially’.  
 
If a Prince of Wales Borough existed today, its annual expenditures to provide only the 
three mandatory borough duties (education, planning and taxation) would be 
approximately $2.5 million (which includes $1.3 million to support education) plus an 
additional $1.5 million to revenue share with communities, bringing the budget total to $4.1 
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million. This includes one-time transition costs. If additional services including areawide 
economic development and emergency management, and transportation/harbor 
maintenance outside of cities are offered, then the borough budget would be about $4.7 
million (includes education funding and borough revenue-sharing to cities and 
communities).  
  
The approach used to prepare the POW Borough budget was to: 

1. Identify realistic borough operating expenses ($2.5-$4.7 million). 
2. Deduct reasonable estimates of state and federal revenue ($5.5 million to $539,000, 

depending upon assumptions about future payments). 
3. Identify the ‘gap’ remaining that local revenue would need to fill in order to provide 

a balanced budget ($0-$3.1 million). Given likely declines in federal revenue the 
higher gap ($3.1 million) may be more realistic if high support for education is 
desired. 

4. Estimate the revenue that varying local tax options could provide.  
5. Suggest, as an example, three local tax scenarios with differing approaches to 

balance the budget.   
• Option 1  spreads taxes among all parties but does not include any property tax.  
• Option 2 utilizes almost all tax types but at very small levies for each. It includes 

a 2.65 mill property tax. This scenario could generate $2.5 million in revenue or 
up to $3.2 million if there was a mine and a PILOT agreement equivalent to 4 
mills. 

• Option 3 assumes a mine is operating and relies on a negotiated 10 mill payment-
in-lieu-of-taxes (PILOT) and a 2% areawide sales tax only. 

 
If borough formation did proceed in the future, residents would need to choose which taxes 
and at what rates they intend to use. Ultimately, these decisions would be documented in 
the Petition to form a Borough for all to review, and voted on as part of the final local vote 
on whether or not to form a borough.    
 
A “menu” with some of the local tax options for a POW Borough is summarized on the 
table on the next page.  
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Some POW Borough Local Tax Options and Estimated Annual Revenue 
Optional Prince of Wales Borough Tax Types and Annual Revenue 

 Tax Type in a POW Borough   
                   tax levy examples 

Est. Value 
Est. Annual Tax Revenue 

1 Sales Tax  
2 Estimated annual taxable sales  $71 million 
3 Estimated annual taxable sales outside cities  (non-areawide)  $23 million 
4 1% areawide / 1% non-areawide $710,000 / $230,600  
5 5% areawide / 5% non-areawide $3.6 million / $1.2 million 
6 Sport Fish Box Tax  
7 Estimated annual sport fish boxes  20,100 boxes 
8 $10/box $201,000 
9 Lodging Tax  
10 Estimated annual lodging sales  $5.7 million  
11 Estimated annual lodging sales outside cities (non-areawide) $3.2 million 
12 1% areawide / 1% non-areawide $57,000 / $31,800 
13 5% areawide  / 5% non-areawide  $285,500 / $158,800 
14 Alcohol Tax  
15 Estimated annual sales of alcohol $3.4 million 
16 1% areawide / 6% areawide $34,000 / $203,900  
17 Guide Tax  
18 Estimated annual guided visitor days 20,500 guided days  
19 $1/day per visitor / $3/day per visitor   $20,500 / $61,500 
20 Employee Head Tax  
21 Average annual employees / peak employees in July 1,420 / 1,609 
22 $1 per employee per month /$5 per employee per month  $17,040 /  $85,200 
23 $10  levied onetime in July on each employee $16,090 
24 Property Tax (locally assessed value, not FTV)   
25 Estimated value of current property $231 million 
26 Estimated value of property with one mine $402 million 
27 Estimated value of current property outside cities (non-areawide) $55 million 
28 2.65 mill current (areawide) / 2.65 mill with mine (areawide) $612,000 / $1.1 million 
29 6 mill current (areawide) / 6 mill with mine (areawide) $1.39 million / $2.41 million 
30 Severance Tax on Mining (& Payment-in-lieu-of-tax or PILOT)   
31 Assume negotiated rate equivalent to 3.65 to 10 mills $624,200 to $1.71 million per mine 
32 Estimated annual volume rock, sand and gravel sales 120,000 cy 
33 Severance tax of $0.05/cy $6,000 
32 Property or Severance Tax on Timber Harvest  
34 Estimated annual acres harvested 1,843 acres 
35 Estimated annual volume harvested 67,000 Mbf 
36 Property Tax at $1500/acre  and 2.65 mill / 6 mill $7,464 / $16,587 
37 Severance tax @ $5.00/Mbf $335,000 
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Effect on Education and Schools 

 
Education would be the predominate service offered by a POW Borough.  Quality of 
education is typically very important to residents and those evaluating borough formation 
often state that the borough must either not harm or must enhance the quality of their 
children’s education before they could consider a ‘yes’ vote. 
 
If a Prince of Wales Borough formed, the City of Craig, City of Klawock, City of Hydaburg, 
and Southeast Island Rural Education Attendance Area (REAA) school districts would 
dissolve and a new Prince of Wales School District would form. Education services would 
be provided by the Prince of Wales School District under the authority of a newly elected 
Prince of Wales School Board.   
 
Once a POW Borough School District was up and running, the day-to-day “school life” of 
students would not be significantly different than it is now - there would still be separate 
schools with their own principals and the same school names, sports teams, uniforms, 
bands, and rivalries.  School sports would compete in the same Alaska School Activities 
Association (ASAA) leagues as they do now (1A, 2A). Presumably school choice, as there is 
now, would continue though it would be a school board matter. It would be easier to share 
administrative and classroom resources, supplies, curriculum, and facility assets because all 
would now be under a common administrative umbrella. 
 
Because cities are used to having their own elected school boards, a POW Borough should 
establish formal Advisory School Boards, allowed under state law to work with the POW 
School Board on ‘local’ school matters.  
 
The process to form a POW Borough School District would be challenging. The three Prince 
of Wales area school district superintendents were interviewed to prepare this report (one 
superintendent currently serves two districts). Two suggest that while it will be very 
challenging and painful, a single school district is needed because school enrollments are 
declining and financial support for schools is being reduced. They believe a single 
(borough-wide) school district would allow more flexibility in designing the educational 
program and allow a greater proportion of overall education funding to be directed to pupil 
services.  Thus, a borough school district is needed to maintain quality education – 
particularly at the high school level – as the number of pupils and overall funding including 
federal Secure Rural School (SRS) revenue declines (SRS helps local governments make 
their required contribution for education). A third POW area school superintendent is 
concerned however that the challenges could outweigh the benefits.  
 
It would probably take a full year to outline and accomplish a well-thought out process to 
form a POW School District.  For this reason it probably makes sense to wait until year two 
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after a POW Borough formed to assume education. Several challenges and conversations 
that would need to be addressed even before a vote on borough formation occurred are 
identified and analyzed in Chapter 10. 
 
School revenue to the Prince of Wales region comes from multiple sources including the 
federal, state and local governments, grants, and sometimes user fees. In FY 12, the three 
city school districts in the study area received 56-68% of their funding from the state, 21-
33% from federal sources, and 11-13% from local sources. The Southeast Island school 
district depended on the state for 77% of its funding.   
 
Estimated total education revenue if a POW Borough School District formed is provided by 
the Alaska Department of Education and Early Development (DEED), Division of School 
Finance. Results depend on estimates and assumptions including what the full and true 
value (FTV) of property in a POW Borough would be - which depends on whether or not 
one or more mines open among other assumptions, and on how large the additional local 
contribution (ALC) will be that a POW Borough would be able to make to support 
education above what is required.   
 
Using FY 12 as the baseline year and assuming status quo conditions so that change due 
only to borough formation can be identified, and using reasonable assumptions for 1 and 2 
above, the estimated state aid for education if a POW Borough School District was to form 
varies from about $400,000 less than the current $12.7 million (or $12.4 million without Port 
Alexander) for the four school districts combined, to $100,000 more (so 3% less, to 1% 
more). Thus, if conditions hold more or less constant borough formation will not result in a 
significant financial windfall or loss to POW area schools. If a mine opened and as a result, 
the island’s property value increased along with the required local contribution to support 
schools, and this reduced the borough’s ability to make an ALC, forecasted education 
revenue would decrease by $1.3 million (10%) to $11.5 million. The most important factor in 
determining total school revenue that the borough can directly control is how much ALC it 
gives to support education, which is directly linked to the amount of local taxes residents 
chose to pay to support education. If after a mine opened the borough was able to continue 
giving an ALC, then revenue reductions for education would not be as high.    
 
It is also important is to recognize that while status quo conditions are used to generate an 
“apples to apples” comparison with current “no-borough” conditions, status quo 
conditions are not occurring because: 

1. Federal impact aid is decreasing (FY 14 is estimated at 30% less than in FY 12); 

2. Federal Secure Rural Schools (SRS) funding, which cities and boroughs in Southeast 
Alaska have been using to make their required contribution to support education, 
just ended (last year SRS provided $1.7 million collectively to Craig, Hydaburg and 
Klawock to support schools); and  
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3. While inflation and costs increase, the State Legislature has not increased the Base 
Student Allocation for education since 2010.  

 
The three changing conditions above have nothing to do with borough formation but will 
result in reduced education financing in all of Southeast Alaska. Regional Education 
Attendance Areas (REAAs) like Southeast Island School District will be less affected by 
these declines because no local government must make a required (or additional) local 
contribution to support education. However, there also is no option for an REAA to raise 
additional revenue beyond what the state and federal government provide to it.  
 
Education funding is summarized on the Table below, excerpted from Alaska Department 
of Education and Early Childhood Development (EED) School Finance calculations in the 
body of this report. 
 

 
 
SUMMARY - POW BOROUGH  
SCHOOL DISTRICT REVENUE  
(whole  borough study area included) 

A 
Existing School 

Districts 
(FY 13 projection 
based on FY 12) 

B 
Hypothetical 
POW School 

District  - 
Projected  
Revenue 

C 
Hypothetical 
POW School 

District- 
Projected 
Revenue 

(assuming a mine) 
Total State Foundation Aid $12,731,277 $12,544,313 $11,454,045  
Required Local Contribution  or Local Effort (RC or LE) $513,468  $856,183        $1,311,945 ** 

Assumed Additional Local Contribution (ALC) $713,531 $856,183        $0 
Total Local Contribution $1,226,999 $1,712,366++ $1,311,945 
Total Federal Impact Aid @ $1,829,417 @ $1,829,417 @ $1,829,417 @ 

Total Revenue  $15,787,693 $16,086,096 $14,595,407 
Remaining $ to Cap.  $1,380,915        $2,362,800  $3,218,983 

Total Max. Revenue $17,168,608      $18,448,896  $17,814,390 
Source: Alaska DEED Finance Division analysis, see Tables 28 A-B and Table 29 A-B  SEE TABLE 27 on page 95 
for explanation of notes @, ++,  and ** 
 
Other education questions analyzed in detail in Chapter 10 of the full report are:   

1. Are there challenges to overcome or opportunities to gain due to forming a unified 
borough school district? Research shows there are both. The full report lists several 
challenges and also includes a case study on Kodak Island Borough School District 
that highlights the opportunities. 

2. Will forming a unified borough school district allow some of the $1.88 million in 
expenditures currently going to district administration to be reallocated to 
instruction? Research yields a mixed answer. 
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Voting 
 
All boroughs are governed by an elected Assembly, which typically has 5 to 16 members 
and a mayor.  The mayor is always elected at-large. There is also an elected borough School 
Board to operate the school system. State law allows some flexibility in the how Assembly 
and School Board members are elected from each district.  They can be elected using three 
methods, by: 
 
METHOD 1 

Election at large by the voters throughout the borough. 
METHOD 2 

Election by district, including: 
A. a requirement that a candidate live in a specific election district, but the 

election is at large by all voters throughout the borough.  
B. a requirement that a candidate live in a specific election district, and their 

election is only by voters that live in that election district. 
METHOD 3 

Election by a combination of the above options – some at large and some by district. 
 
A frequent question is whether every community can be guaranteed an elected seat on a 
Borough Assembly (and School Board). A variant of the at-large election (method one 
above) will allow this. Under this option the entire borough would be a single election 
district, within which all residents vote at-large for all Assembly and School Board 
members. But, within this one election district there can be residency areas/districts. For 
example, a residency area for each or most communities (with surrounding territory so that 
the entire borough is within residency areas) could be established. Residency areas do not 
have to be population based.1   
 
Voting options based on election districts (Methods 2 and 3) require that districts generally 
have equal population plus or minus 5% to meet the “one-person, one vote” concept.  The 
population distribution on POW makes it challenging to achieve an equal population, plus 
or minus 5%, per district and keep broadly defined community areas together. Three 
options are presented in the full report. POW Assembly voting options shown have either 2 
or 5 election districts, with 8 to 14 Assembly members. The mayor would be elected at-
large, in addition to the Assembly seats.   
 

                                                   
1 March 29, 2013, Sonosky, Chambers, Sachse, Miller & Munson, LLP legal memorandum No. 2J-2013 on 
“Equal Protection Issues Related to Use if “Residency Districts” in At-Large Voting Systems. 
December 28, 2006, Sonosky, Chambers, Sachse, Miller & Munson, LLP legal memorandum No. 18J-2006 
on apportionment, pages 10-11 
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Conclusion 
 
This report is a first step in consideration of whether or not to form a POW Borough. It provides  
information that is needed to consider this issue. The borough options analyzed in this report 
are technically feasible and could meet the standards for borough incorporation. The region has 
the capacity to raise local revenue to balance its budget and fill the gap between funding that 
state and federal governments provide, and what would be needed to run a borough 
government and school district. However, to do this requires willingness by the majority of 
voters to undertake this effort and support some level of local taxation, which brings us back to 
the two questions noted in the cover letter: 

1. If we could design our borough and regional government the way we want, what are 
our ambitions, and the benefits and opportunities, we hope to achieve? What are our 
goals and the values that define our region? 

2. When we think about a borough and regional government, what are the possible 
outcomes or effects that seem scary, negative or of concern?    

In the view of the region, do the possibilities and opportunities outweigh, or are they 
outweighed by, the challenges?   
 
Next Steps 
 
The questions identified above should be discussed. Other key conversations and decisions 
that must occur in order to prepare a borough incorporation petition are: 

• State the type of borough proposed (and if Home Rule, include the Charter) 
• List the services/powers the borough will offer. 
• Include a proposed 3 year budget for the borough to demonstrate that it has the 

financial wherewithal to support itself - so decisions on tax types and rates must be 
clear 

• Identify the voting districts/seats that the borough will use. 
• Include a Transition Plan that lays out a sequence of consultations and decisions that 

must occur to have an orderly transition of services and powers (a good deal of 
focus would be on education services).  

 
The process to incorporate, or form, a borough is lengthy and generally takes a year to 
accomplish after the Petition to Form a Borough is prepared, required signatures gathered, 
and it is submitted to the state’s Local Boundary Commission (LBC).  
 
Only if the LBC approves the petition, a yes or no vote by the region would take place. The 
vote would be on whether or not to form the borough (as outlined in the Petition and 
approved by the LBC) and also to elect the borough mayor and assembly and approve 
taxes.   
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Introduction 
 
Boroughs are forming or annexing land around Prince of Wales Island. This, coupled with 
shrinking state and federal funding for schools and communities, the prospect of one or 
more major mine opening on the Island, and other factors has raised questions in the minds 
of Prince of Wales residents, school districts, local and tribal governments and 
organizations about whether borough formation could make sense or not. This major 
change would have advantages and disadvantages, and which is which will depend in part 
on an individual’s perspective. Regardless of one’s opinions, informed discussion cannot 
occur without information. 
 
The Prince of Wales Island Advisory Council (POWCAC) hired Sheinberg Associates to 
provide objective and factual information to POWCAC and Prince of Wales (POW) 
residents, school districts, communities, and organizations on the implications of POW 
forming a borough. This report answers 12 questions: 
 

1. Describe the types of boroughs and how they differ.  
2. What would the mandatory and optional functions and duties of a POW Borough 

be?  
3. How would a POW Borough affect 1st and 2nd class cities, unincorporated 

communities, and tribal governments in the study area?  
4. How would a POW Borough affect Native Corporations? 
5. Describe the implications of forming a POW Borough on land planning and 

permitting. 
6. Estimate the acres of State land that a POW Borough would be entitled to select, and 

show the selection areas.  
7. What would the affect be on federal and state revenue to the region? 
8. What are the options for raising local revenue to support a POW Borough?  
9. Develop two realistic POW Borough budgets.  
10. What is the impact of borough formation on area schools? 

a. Describe how a POW Borough would affect existing school districts in the 
study area.   

b. Determine whether POW schools will gain or lose revenue if a borough 
forms, and explain why. 

11. Describe legal options for Assembly apportionment (voting) on POW given the 
area’s demographics.  

12. What are the steps if Prince of Wales wishes to continue considering forming a 
borough or at some point decides to proceed?  
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a. What if some communities on and around Prince of Wales Island do not want 
to be included in a POW Borough?  

 
A fundamental question that had to be answered before beginning this investigation was, 
“What borough boundaries should be used”? 
 
When the state Local Boundary Commission (LBC) is evaluating whether or not to approve 
a request to form a borough, it considers whether the boundaries of the proposed borough 
conform generally to natural geography, are on a regional scale suitable for borough 
government, and whether it includes all land and water necessary to provide the full 
development of essential municipal services on an efficient, cost-effective level. In this 
regard, there is a long list of relevant factors the LBC may consider. Among these factors 
are:  

• The Model Borough Boundaries for the area within the proposed borough;  
• Regional boundaries, including Regional Educational Attendance Areas (REAA) 

existing in the proposed borough area,  
• Federal census area boundaries;  
• Boundaries established for regional Native Corporations; and  
• Boundaries of national 

forests.  
 
The State’s Model Borough 
Boundary for this region (June 
1997) is shown to the right. This 
area is virtually the same as the 
Southeast Island REAA school 
district and, with the addition of 
Hyder and Metlakatla is the same 
as the federal census area. Given 
this and the bulleted list of factors 
above, it would be almost 
irresponsible not to consider the 
boundary to the right as an option. 
If it is not chosen, surely one of the 
LBC questions will be why it was 
not used.  
 

For this study then, the Model Borough Boundary depicted above was used (Figure 1, 
options A, B, and C together). In addition, a borough that excludes the Port Alexander area 
(Option B and C) was also studied.  

  



 
Prince of Wales Island Area Borough Feasibility Study - May 2013(Nov 2013 update) Page 16 

 

  

Figure 1 
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1. Describe the Types of Boroughs and How They Differ  
 
1A. Types of Boroughs 
 
Article X of the Alaska Constitution establishes the policy of maximum self-government for 
the people with a minimum number of local government units. This policy is implemented 
through the creation of city and borough governments to provide essential public services. 
Cities are community-based municipal governments. Boroughs are regional municipal 
governments. Both cities and boroughs are political subdivisions of the State of Alaska.  
 
There are four types of boroughs: 1st and 2nd class General Law boroughs, and unified and 
non-unified Home Rule boroughs. There are 19 boroughs in Alaska (Table 1) and the large 
“unorganized borough.”  
 

Table 1. Types of Boroughs in Alaska 
Those in bold below have multiple communities within them 

Type of Borough # Where Other 

Unified Home Rule  4 
1. Anchorage                    2. Juneau 
3. Sitka                               4. Wrangell                        
 

• Have Charter.  
• “Unified” - there can be 

no cities in the borough. 

Home Rule 7 

1. Denali                            2. Haines 
3. Lake & Peninsula        4. North Slope 
5. Northwest Arctic         6. Petersburg 
7. Yakutat 

• Have Charter. 

First Class 1 1. Skagway 

• No charter. 
• Can exercise a power 

outside of city (non-
areawide) by ordinance. 

Second Class 7 

1. Aleutians East               2. Bristol Bay 
3. Fairbanks North Star    4. Kenai Peninsula           
5. Ketchikan Gateway       6. Kodiak Island 
7. Matanuska-Susitna 

• No Charter. 
• Must have vote of 

people to exercise a 
power outside of cities 
(non-areawide). 
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Table 2 lists Alaskan boroughs with multiple, geographically spread out, communities and 
schools, which is similar to how a POW Borough would be. The table shows the type of 
borough it is and some basic information about each.  
 

Table 2. Alaskan Boroughs with Multiple Communities and Schools 

BOROUGH Aleutians 
East Denali Kodiak 

Island 
Lake & 

Peninsula North Slope Northwest 
Arctic 

Hypothetical 
POW 

 (all areas in) 
Type 2nd class Home Rule 2nd class Home Rule Home Rule Home Rule ?? 
Strong…** Mayor Mayor Manager Manager Mayor Mayor ?? 
Pop (2011) 3,181 1,820 13,870 1,710 7,481 7,651 4,304 
# cities  
(1st & 2nd) 5 1 6 6 7 10 7 

# 
communities 1 4 5 12 2 2 6 

# Schools  
(FY 12) 

6 4 
(1 corresp) 

15 
(1 corresp) 

14 11 12 17 
(2 corresp) 

FY 12 Total  
ADM 

227 716 
(487 corresp) 

2,517 
(108 corresp) 

326 1,599 1,803 1,002 
(317 corresp) 

Sq Miles 
Land 6,988 12,750 6,560 23,782 88,817 35,898 3,870 

# FTE Boro 
Employees 23 10 45 5 829 ? 7-11 

Boro Govt  
Expend.  
FY 10 

$3,676,557  $1,240,352  $9,247,052  $1,497,693  $170,383,183  $3,549,833  

$2.5 to $3.1 
million 

(+ $1.6 M in 
comm. rev 

share) 
Boro Debt 
Expend.  
FY 10 

$2,197,430 $0 $3,439,360 $1,196,248 $107,913,196 $6,026,562  

Sources: Alaska DCCED DCRA Detailed Community Information at 
www.commerce.state.ak.us/dca/commdb/CF_BLOCK.htm; Alaska Municipal League Salary Survey; 
POW acres from USFS GIS; DCRA Alaska Taxable; POW budget-this report’s estimates   
 
** Cities and boroughs establish whether they will operate with a “strong manager or mayor.”  
• Under the “Strong Mayor” system, the Mayor is the chief executive and the Borough Assembly or 

City Council is the legislative body. This system is modeled after the Federal Constitution structure of 
government. Under this system, the mayor is not a member of the Assembly or City Council, 
appoints department directors, and has veto authority.  

• Under the “Strong Manager” System, the Borough Assembly or City Council is the legislative body 
and an appointed Borough or City Manager is the Chief Executive. This system is modeled after the 
corporate structure of governance. The mayor is the Assembly or City Council chairperson under this 
system.   

http://www.commerce.state.ak.us/dca/commdb/CF_BLOCK.htm
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1B. Borough Differences 
 
The three main differences among boroughs are: 
 
1. Unified Versus Non-Unified. There can be no cities within a Unified municipality. (So, for 
example, the 2nd class city of Port Alexander could not join the unified City and Borough of 
Sitka.) 
  
2. Rules Under Which They Operate. Both the Alaska constitution and State law (Alaska 
Title 29) give broad latitude and grant a “liberal construction” to the powers that General 
Law boroughs and cities may exercise. Home Rule boroughs have even more leeway to 
establish the rules under which it will operate because they prepare and vote to adopt a 
Charter, where they spell out their powers and duties. A Home Rule borough can exercise 
any power not specifically prohibited by state or federal law or by its charter. The act of 
writing a charter and the clarity of spelling out its own operating rules and relationships 
can raise the confidence level of residents deciding whether they wish to form a borough. 
However, it is a formal process that typically take 6-12 months to do, which may simply be 
“too much” to take on for a borough that wishes to exercise only a few borough powers and 
services. 
 
3. How the Borough Adds Additional Powers. The difference in the powers available to and 
the duties required of home rule, 1st and 2nd class boroughs is relatively small; they all have 
broad capacity to offer various services - with Home Rule boroughs having the most choice 
as described above. The main difference is whether voter approval is required to acquire a 
new areawide power, exercise a power outside of cities (non-areawide), or in a service area 
within the borough. These differences are summarized on Table 3. 
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Table 3. Differences Among Boroughs In How They Take On Services And Powers  
 
POWER/ 
SERVICE 

Type of 
borough 

AREAWIDE NON-AREAWIDE SERVICE AREA 
Home 
Rule 

1st 
Class 

2nd 
Class 

Home 
Rule 

1st 
Class 

2nd 
Class 

Home 
Rule 

1st 
Class 

2nd 
Class 

Education  * * * − − − X O  
Taxation of Property * * * − − − − − − 
Taxation of Sales  *** * * − − − − − − 
Plan, Platting, Land Use 
Regulation 

*** * * − − − X O  

Transportation  X O O X O O X O  
Water Pollution Control   X O O X O O X O  
Air Pollution Control  X O O X O O X O  
Regulation of Animals  X O O X O O X O  
License Day Care Facilities  X O O X O  X O  
Regulate Fireworks  X   X O O X O  
Solid Waste X   X O O X O  
Housing X   X O O X O  
Economic Development  X   X O O X O  
Roads & Trails  X   X O O X O  
EMS Communications  X   X O O X O  
Regulate Motor Vehicles  X   X O O X O  
Development Projects  X   X O O X O  
Hazardous Substance  X   X O O X O  
Other Powers Not 
Prohibited 

X   X O  X O  

*    A mandatory power that must be exercised in the manner set out in State statute. 
*** A mandatory power, however, certain discretion is permitted regarding the manner in which the  
      power is exercised. 
X    May be exercised in the manner set out in the home rule charter. 
O   May be exercised by ordinance 
   May be exercised upon non-areawide voter approval. 
  May be exercised upon approval of the voters areawide, or by transfer of power from all cities within  
      the borough. 
  May be exercised upon approval of the voters areawide, or transfer from all cities and approval of  
     the voters’ non-areawide. 
  May be exercised upon approval of voters in service area or by all property owners in service area. 
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2. What would the Mandatory and Optional Functions and Duties of a 
POW Island Borough be?  
 
2A. The Three Mandatory Borough Powers 
 
"Powers" means the provision of a public facility or service, or the exercise of a regulatory 
power. A POW Borough would provide the three mandatory areawide borough services:  

1. Education  
2. Planning, platting and land use regulation  
3. Taxation   

 
There is concern that having cities and communities and a borough could create duplication 
and extra layers of government. However, cities and boroughs have different purposes and 
should be complimentary, not duplicative. While there are exceptions, a general “rule” is 
that either a city or a borough, not both, provides a service or duty. Who provides it 
depends on whether it makes fiscal sense to offer it at the community or regional level. To 
avoid duplication for the three mandatory borough powers, this means that: 
 

2. One school district forms to provide education services in the borough. (See the 
Chapter 10 on Schools and Education in this report for a full review of the 
implications.) 

 
3. The borough is responsible for regional planning, platting and land use regulation. If 

a city that exercises planning and zoning (such as Craig, Klawock, Hydaburg, 
Thorne Bay and Port Alexander all now do) wishes to continue to do so and the 
borough agrees, the city and borough can sign a Memorandum of Agreement 
delegating planning within the city boundaries to the city. (See Chapter 5 on 
Planning in this report for a full review of implications.) 

 
4. It is the borough’s duty to levy and collect borough and city taxes. When the 

borough collects city taxes levied within a city, it must return 100% of the revenue 
collected to the city (AS 29.35.170). This relieves cities of some financial burden. 
(Cities can levy whatever taxes they see fit and the borough must collect them, 
unless the two sign an agreement to allow the city to continue collecting the tax 
rather than the borough.)  
 
Along with the ability to levy and collect taxes comes the opportunity for boroughs 
to issue bonds to fund infrastructure, facility, and economic development projects in 
borough.   
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Areawide Powers.  Areawide means 
throughout the entire Borough—inside 
and outside of cities. 

Non-Areawide Powers. Non-Areawide 
means in that part of the borough 
outside of cities 

2B. Optional Borough Powers 
 
Boroughs have broad latitude to take on other powers and duties if desired and approved 
by the voters or borough assembly. Boroughs can offer a service Areawide (everywhere in 
the borough), only in places outside of cities (Non-Areawide), or in a Service Area that 
forms just to offer a service (can include parts of cities if desired). Services and powers can 
be established when a borough forms or added later. 
 

Three Ways Boroughs Can Exercise Powers/Offer Services 
  

 

 
 

 

 
 
 
 
 
 

 
 
 

 

 
 
 
The most common additional services provided by boroughs in Alaska that are similar to a 
possible POW Borough (multiple communities and schools in a geographically spread out 
borough, are (Table 4) : 

• Economic development, capital projects & grant writing 
• Emergency management & hazard planning 
• Health, hospitals or clinics 
• Parks & recreation  
• Roads & road maintenance 
• Solid waste & recycling 
 

Service Area Powers. Service Areas 
are parts of the borough receiving 
higher levels of services; a service 
area may include a city. 
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Table 4. Municipal 
Power/Service 

Aleutians 
East 

Borough  
Denali 

Borough  

Northwest 
Arctic  

Borough 

Lake & 
Peninsula 
Borough  

Kenai 
Peninsula 
Borough  

Kodiak 
Island 

Borough  
Mat-Su 

Borough  
MANDATORY               
Education  X X X X X X X 
Planning & Land Use 
Regulation 

X X X X X X X 

Taxation  X X X X X X X 
OPTIONAL 

       
Air Pollution Control 

      
X 

Ambulance/Emergency Med. 
    

SA 
 

X 
Animal Control & Protection  

     
NAW 

 
Assessment & Tax Collection  

      
X 

Building Safety & Inspections 
     

NAW 
 

Day Care 
      

X 
Economic Development, Cap. 
Projects, Grant Writing 

X X X X X NAW 
 

Emergency Management/ 
Hazard Planning 

X X X X X 
  

Fire & Emergency Service 
  

X 
 

SA SA 
 

Fire Protection & Service 
  

X 
 

NAW 
  

Fisheries & Natural Resources X 
  

X 
   

Flood Control & Mitigation  
    

SA 
  

Harbors, Docks & Ports 
      

X 
Health, Hospital & Clinic X 

  
NAW SA X 

 
Historic Preservation  

      
X 

Parks & Recreation  
    

SA NAW X 
Perpetuation of Inupiaq 
Language   

X 
    

Ports & Harbors     NAW   
Public Transportation  

    
NAW 

 
X 

Roads and Road Maintenance 
   

NAW SA SA 
 

Search & Rescue 
  

X 
    

Senior Services 
    

SA 
  

Sewer 
     

SA 
 

Solid Waste & Recycling 
 

X 
  

X NAW 
 

Street Lighting 
     

SA 
 

Utility Line Extension LIDs     NAW   
Water 

     
SA 

 
 X = service provided Areawide           NAW = service provided Non Areawide           SA =service  provided in Service Area 
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Sheinberg Associates was asked to consider a POW Borough that in addition to the three 
mandatory services would also provide: 

A. Areawide economic development services 
B. Non-areawide (outside of cities) transportation/road/harbor planning and 

maintenance services  
C. Areawide emergency planning services (not emergency response)  
 

2B-1 Areawide Economic Development Services 
 
It seems that many boroughs do not explicitly adopt this as a power or service, rather they 
consider it an intrinsic part of planning and taxation/bonding. Regional economic 
development, advocacy, and bonding to finance regional infrastructure and facilities are 
among the primary reasons areas form boroughs. This report assumes that a POW Borough 
would exercise this power areawide and that the borough assembly, planning commission, 
and staff are all engaged in this function. The borough budget (Table 21, row 34) includes 
an option for a part time economic development planner/specialist.  

 
2B-2. Non-areawide (outside of cities) Transportation/Road/Harbor planning and 
maintenance services  

 
Several parties are engaged in some aspect of road and harbor planning, improvements, or 
maintenance on POW Island including tribal governments, cities, unincorporated 
communities, the US Forest Service (USFS), State and others. Primary funders include the 
USFS, Federal Highways Administration (FHWA) Western Federal Lands Division, Alaska 
Department of Transportation and Public Facilities (ADOT&PF), the State Legislature, and 
Bureau of Indian Affairs (BIA). The Island’s four tribal governments have been collectively 
receiving between $4-5 million annually for transportation related work for several years. 
When tribal transportation planners were interviewed, they identified three gaps where a 
POW Borough could potentially be of benefit: 
 

1. Community Transit System for the Island - no one organization has staff to do this, it 
needs a champion to work to capture federal transit funding and to complete the 
required funding paperwork.  

 
2. Ports and harbor maintenance and improvements are not funded consistently and 

are on all types of land, both in and outside of cities. 
 
3. Increasing the regional voice/effectiveness in advocating for funding- At this time 

funding reductions from FHWA, BIA, and the ADOT&PF for transportation are 
occurring. A POW Borough could help advocate for the Island’s share of both 
improvement and maintenance funding for State roads, harbors, ferries and “Roads 
to Resources.”  
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4. A POW Borough would have a fulltime planner. Some of the planner’s time would 
be spent on transportation services grant writing, coordination and planning. 
Alternatively, the borough budget that reflects more exercise of this service (Table 
21, rows 36-38) includes additional personnel and equipment to perform these 
duties.  

 
If a POW Borough provided some non-areawide road and harbor services, it would not 
affect city services because this would be outside of cities. There could be overlap with 
tribal transportation services or with those provided by community associations. To 
prevent this, coordination and communication will be needed to ensure services are 
complimentary not duplicative. Communication needs can be outlined in the borough 
petition’s required Transition Plan. The Transition Plan identifies the steps, timetable, and 
parties to involve so a smooth transition in services can occur if a borough forms.  
 

2B-3. Areawide Emergency Planning Services 
 
There is a Southern Southeast Local Emergency Planning Committee (SSLEPC) on POW 
Island. It has 13 seats with a few not filled. Normally about six attend meetings but 
sometimes many more (in January 2013 about 20 attended). Its’ focus is to promote and 
assist the local ability to respond to man-made and natural hazardous or disaster incidents, 
as well as to promote Alaska TIER II material reporting. The SSLEPC has conducted two 
large multiple-party drills in last decade2. Frequent earthquakes in late 2012 and early 2013 
near Point Baker and areawide tsunamis warnings has recently re-focused island-wide 
concern on emergency response and preparedness.  
 
Interviews with LEPC staff suggest that areas where having a POW Borough could 
potentially be of benefit include:  
 

1. Having a regional authority under which the SSLEPC operates would facilitate high 
level planning for events that require shared resources across municipal lines and 
into the unincorporated communities. For example there was a lot of mass 
prophylaxis planning with Public Health during the H1N1 (Avian Flu) scare a few 
years ago. In that plan Public Health (a limited resource) would have to balance how 
best to serve the entire island with vaccinations. Having some authority at the 
borough level to make those types of plans and decisions would be beneficial. 

 

                                                   
2 In 2012, there was a drill to move 3 metropolitan medical response units (MMRS) from Thorne Bay, 
Ketchikan and Wrangell to POW and assemble them, and in 2007 an active-shooter-at-school response 
scenario. One of seven MMRS units is Southeast Alaska is stored in Throne Bay. It has a 110-bed hospital 
unit, heating, AC, electrical generation units etc in a 35’ diameter tent that can be linked to a similar units 
in Southeast to increase capacity. 
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2. Resource coordination, typing, and sharing. Coordination of resources would be 
easier (i.e. coordinating compatible communications equipment) as would resource 
typing (this organizes critical resource elements across the universe of emergency 
and incident management responders and frameworks). A part time borough 
emergency planner would be in a position to type resources throughout the borough 
and provide recommendations for mutual aid and support of similar or required 
resources in an emergency that depleted a single community’s resource.  

 
3. Grant Funding. The borough would be eligible to participate in programs like the 

State Homeland Security Grant Program. Craig is currently an eligible jurisdiction 
and it has received funds for a number of years. Craig has helped other communities 
and agencies with some equipment, training, and exercise requests but it has been 
sometimes impossible to fill those requests across municipal lines. A borough would 
be able to act as the granting agency for all communities within the borough for 
these types of activities. Borough governance of the SSLEPC would likely increase 
the assistance that the smaller POW communities would get. 

 
4. It is assumed that some of the POW Borough fulltime planner’s time would be spent 

on SSLEPC emergency services planning. One option in the borough budget 
includes adding a half time emergency service planner and grant writer (Table 21, 
row 35).  

 
If a POW Borough provided areawide emergency planning services, it would relieve Craig 
City staff from some of these duties to prevent duplication. This function would 
complement not duplicate, related services that other entities are performing.  
 
 
3. How Would a POW Borough Affect 1st and 2nd Class Cities, 
Unincorporated Communities, and Tribal Governments in the Study 
Area?   
 
3A. Effect of Borough Formation on 1st and 2nd Class Cities 
 
If a POW Borough formed all 1st and 2nd class city councils and city mayors remain and 
continue as is, city governments would continue as is except that who provides and funds 
the three mandatory powers would change, as was just described in this report’s Section 2A 
on page 8. Section 2B on pages 11-13 describes a POW Borough that would also offer 
areawide economic development services, non–areawide transportation/road/harbor 
planning and maintenance services, and areawide emergency planning services. Section 2B 
describes the potential benefits, places where ‘gaps’ in island offerings could be filled, and 
also the increased coordination with tribal governments, community associations, and 
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possibly cities that would be needed to ensure services are complementary and not 
duplicative. In this case, the need for increased coordination would be the primary impact 
on 1st and 2nd class cities. (Craig, Hydaburg, and Klawock are 1st class cities; Thorne Bay, 
Coffman Cove, Kasaan, and Port Alexander are 2nd class cities.)  
 
If in the future, if the borough took on additional areawide duties that cities now provide, 
the borough could relieve the city of that responsibility.  
 
There are some financial impacts to state and federal revenue that now goes to cities. The 
borough would get a share of some revenue that formerly went to cities (fisheries business 
tax), and other revenues (PILT, SRS) would go to the borough rather than cities. A key 
determination to make is if the revenue is to support a service provided by the city or the 
borough; the answer to this should determine whether the borough transfers the revenue 
back to the cities or keeps it. (See the Chapter 7 on the affect to state and federal revenue, 
and look at the borough budget on Table 21, rows 30-31, 33 and 45, which all show borough 
revenue sharing with communities.)  
 
3B. Effect of Borough Formation on Unincorporated Communities and their Community 
Associations/Councils 
 
If a POW Borough provides only the three mandatory services, borough formation 
would not affect services or programs that the unincorporated communities now 
provide. If a POW Borough provides some added services that the unincorporated 
communities are now offering, there are several options for how to cooperate and avoid 
duplication.  
 
The unincorporated communities in the area are Naukati Bay, Hollis, Port Protection, 
Edna Bay, Whale Pass, and Point Baker. Each has a community association or council, 
and if a borough formed each would continue as is, continuing to accomplish the 
activities they now do. A general list of services and programs that POW community 
associations or councils provide is on Table 5.  
  
One discussion (section 2B) has been about the option of a POW Borough providing some 
road or harbor maintenance in areas outside of cities (non-areawide) or in service areas. 
This is a good example to use to explore the relationship options between a POW Borough 
and unincorporated areas/communities. All the unincorporated communities on POW now 
offer some type of road or harbor maintenance. Options to collaborate and avoid 
duplication include: 
 
A. No Borough Involvement: For example, Hollis wants to continue to make 

improvements to the roads in the Hollis subdivisions; they simply carry on even though 
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there is a borough as they do now. Even if the borough provided some road 
maintenance services areawide it could exclude Hollis if desired. 

 
B. Borough Involvement through a Service Area: The borough could form one or more 

Road/Harbor Service Areas. For example, in Haines Borough several remote 
neighborhoods/subdivisions have formed Road Service Areas. The Road Service Area 
Boards meet and sets its budget for the upcoming year. Then, the borough calculates the 
mill levy necessary to raise the required funds and levies this in the service area. In FY 
13, this was between 0.24 and 3.62 mills in various Haines Road Service Areas. 
Sometimes the borough does the maintenance with borough equipment, other times the 
borough contracts with locals to do the road maintenance.  

 
C. Borough Involvement through Contracting: In this option, the borough would offer 

road/harbor maintenance non-areawide and could contract with a non-profit corporation 
(like a community association) or a for-profit corporation or tribal council to provide 
services. This is the process that Haines Borough uses at times for its Road Service Areas 
described in B above. (AS 29.35.101 allows all Alaskan municipalities to expend money 
for a community purpose, facility, or service for the good of the municipality.)  

 
D. Borough Involvement through Granting (if revenues allow): In this option, the borough 

does not take on this service, but provide “grants” to entities that want to provide 
services, such as road maintenance, in different areas.   

 
There would be some financial impacts to unincorporated communities. Alaska community 
revenue sharing (CRS) funds would go to the borough rather than unincorporated 
communities. This is a good example of one conversation that POW communities and 
residents need to have as part of decision-making on whether or not to proceed with 
borough formation. The conversation would be about what the CRS funding is being used 
for, whether there is interest in the borough providing these services or not, and then 
determining if these funds would typically be returned to unincorporated communities, or 
not. These conversations could occur as part of writing a POW Borough Charter or as one of 
the items to state clearly in the Petition to form a Borough. Residents in both cities and 
unincorporated communities will want a clear understanding of these matters and options; 
talking together is needed to make decisions.   
 
3B. Effect of Borough Formation on Tribal Governments 
 
Borough formation would have very little effect on the area’s tribal governments, including 
the Organized Village of Kasaan, Hydaburg Cooperative Association, Klawock Cooperative 
Association, and Craig Tribal Association.  
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Each tribal government would continue as is; tribal councils would not be affected, the 
government-to-government relationship between tribes and the federal government would 
not be affected, and tribal government responsibilities and powers would not be affected.  
 
One area that would require coordination is land planning. Most tribes in the area are 
engaged in some type of planning for activities on lands in their traditional territories and 
have an environmental coordinator who deals with land and water based resource quality 
and subsistence, among other issues. The POW Borough would be responsible for regional 
land planning. It would prepare a borough-wide Comprehensive Plan and likely enact 
some type of land use regulation. When developing a POW Borough Comprehensive Plan 
it would be critical for the borough planners and tribal government planners to work 
closely, and to incorporate the tribe’s knowledge about traditional land, territory, and 
activities.  
 
Tribal governments would continue to offer comments to the federal government on 
activities proposed on their traditional lands and territory and due to their government-to-
government relationship; these comments are given special consideration and weight. This 
would not change due to borough formation.  
 
As discussed in Section 2B, if a POW Borough exercised some road/harbor maintenance or 
emergency planning services, coordination between the borough and tribal governments, 
similar to what was described above for land planning, would be needed and could result 
in benefits and complementary funding and work. Boroughs and tribal governments can 
contract with each other if appropriate.  
 
3C. Effect of Borough Formation on Federal Subsistence Status 
 
Borough formation does not affect federal subsistence status.   
 
On federal land in Alaska, the U.S. Fish and Wildlife Service (USFWS) Subsistence 
Management Program and the Federal Subsistence Board determine which areas are rural 
and thus have priority for subsistence over non-rural areas. The only two non-rural areas in 
Southeast Alaska are currently the Juneau area, including West Juneau and Douglas, and 
the Ketchikan area, including all parts of the road system connected to the City of 
Ketchikan including Saxman, Pennock Island, and parts of Gravina Island. Reviewing the 
guidelines that determine non-rural versus rural status make it clear that borough 
formation will not effect this3.  
 

                                                   
3 On December 31, 2012 a notice in the Federal Register /Vol. 77, No. 250 (page 77005) announced the start 
of a once per 10 year review of the regulations and process for determining rural and non-rural status of 
communities. Comments must be received by November 1, 2013.   
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On state land in Alaska, there is a priority for all state residents for subsistence over other 
uses. The Alaska Boards of Fisheries and of Game determine what catches and harvests in 
areas are subsistence and the specific seasons, catch limits, timing etcetera. Borough 
formation will not affect this. 
 
Borough acquisition of state entitlement land will not reduce the pool of federal lands upon 
which residents enjoy rural subsistence priority. 
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Table 5. Existing Government Powers, Services, Programs in the Prince of Wales Region  
LEGEND 
If no highlighting or bolding, who provides the service would not change after borough formation.  
Who is responsible for doing services highlighted in light gray would change due to borough formation (planning & zoning can be delegated from borough to cities).  
Services highlighted in dark gray would need good borough - tribal coordination and communication.  
If borough provided some transportation, road and harbor services, those items underlined would need good coordination and coordination among the borough, tribal government, or unincorporated community.  
 

Community 
2011 
Pop 

Local Government 
Type                   Major Powers/Services 

Tribal Government 
 Name                        Services/Programs 

Community Association 
   Name                         Services/Programs 

Craig 1,240 1st cl city 
Education, planning & zoning, taxation, admin/finance, police, 
fire, EMS, public works, recreation, library, pool, solid waste, 
harbor, cannery, water, wastewater, industrial park 

Craig Tribal 
Assn 

Environmental protection, roads & bridges, recycling, water 
quality testing, land planning (LAMP to limit entry for 
harvesting, brownfields) food distribution, scholarships 

   

Klawock 813 1st cl city 
Education, planning & zoning, taxation, admin/finance, public 
safety, fire/EMS/S&R, public works, recreation, streets, harbor, 
library, water, wastewater, solid waste, liquor store, pull tabs  

Klawock 
Cooperative 
Assn 

Environmental protection, roads & bridges, smoke shop, 
education support, tribal youth program 

   

Thorne Bay 496 2nd cl city 
Planning & zoning, taxation, admin/finance, library, public 
safety, fire/EMS, public works, water, solid waste, wastewater, 
harbors/ports, streets/roads, recreation, RV Park 

      

Hydaburg 406 1st cl city 
Education, planning & zoning, taxation, admin/finance, VPSO, 
EMS/fire, public works, recreation, seafood plant/dock, 
harbor/docks, water, wastewater, solid waste, rock sales 

Hydaburg 
Cooperative 
Assn 

Environmental protection, roads & bridges, housing, culture 
camp, food distribution, education scholarships, land 
planning (brownfields, forest stewardship)  

   

Remainder 739 Unincorp None       

Coffman Cove 170 2nd cl city 
Admin/finance, EMS, Fire, fish enhancement, harbors/docks, 
solid waste, library, recreation, post office, public safety/street 
lights, streets/roads, tourism, gaming, water, wastewater 

      

Naukati Bay 117 Unincorp     
Naukati West 
Homeowners Assn 
(501c4) 

EMS volunteers, dock & boat launch, road 
maintenance, oyster nursery, waterfront 
‘museum’, small water system, solid waste 

Hollis 106 Unincorp     
Hollis Community 
Council Inc 

Library, fire, road maintenance, garden club 

Kasaan 66 2nd cl city 
Admin/finance, bulk fuel, fire/EMS, recreation, solid waste, 
water, post office, streets/roads, VPSO, City apts  

Organized 
Village of 
Kasaan 

Rock sales, cultural resources library, manage sacred sites, 
economic development, land planning (natural resources, 
brownfields cleanup, watershed activities) environmental 
protection, recycling,  roads & bridges, whale house 
restoration, health clinic development  

   

Port Protection 53 Unincorp     
Point Protection 
Community Assn 

Water tank, EMS volunteers, state floatplane 
dock, state boat harbor and launch ramp 

Edna Bay 50 Unincorp     
Edna Bay 
Community Assn 

EMS and S&R volunteers, a  public bldg., 
state dock, USFS roads  

Whale Pass 31 Unincorp     
Whale Pass 
Community Assn 

EMS volunteers 

Point Baker 14 Unincorp     
Point Baker 
Community 
Council 

EMS volunteers, state seaplane dock & 
helipad, state dock and boat harbor 

Port Alexander 62 2nd cl city 
Planning & zoning, taxation, admin/finance, docks, fire, health, 
lands, roads & trails, water,  
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4. How Would a POW Borough Affect Native Corporations?  
 
Native Corporations own and manage large blocks of land in the POW Borough study area. 
Sealaska is the area’s Regional Native Corporation; area Village Corporations are Klawock 
Heenya Corporation, Shaan-Seet Corporation, Haida Corporation, and Kavilco 
Incorporated. In 1971, the Alaska Native Claims Settlement Act (ANCSA) provided that 
each Village Corporation receive title to approximately 23,055 acres of surface estate, which 
is primarily in the study area (Sealaska Corporation owns the subsurface). Sealaska 
Corporation has title to approximately 209,000 acres of fee estate in the POW borough study 
area and is now actively working to have Congress allow it to finish its land entitlement 
through selection of some land that is outside of its original withdrawal areas. They have 
approximately 75,000 acres of remaining unfulfilled entitlement; much of this selection will 
be from within the POW area if allowed by Congress. 
 
Both village and regional Native Corporations are profit-making entities and generally seek 
to use their land and assets to generate revenue for shareholders. Local village and regional 
Native Corporations are engaged in many land and resource activities in the POW area 
including, but not limited to: timber harvest, tree thinning, industrial and commercial land 
development such as real estate development and management (commercial, industrial, 
residential, mobile home parks), oyster farming, rock sales, protection of traditional and 
heritage sites, development and maintenance of walking and hiking trails and recreation 
areas, owning and running hotels, construction companies, harbors, gas stations,  storage 
areas, and hydroelectric facilities, assistance with burials, leasing land to support economic 
development, and supporting heritage foundations.  
 
The POW Borough’s Comprehensive Plan and any land use regulations it chose to enact 
would apply to most land in the borough including Native Corporation land. Native 
Corporations, like other large landowners, would therefore be concerned about the effect of 
borough planning and any land use regulation on corporation land and its use. When the 
borough develops its Comprehensive Plan, it would be critical for borough planners to 
work closely with Sealaska, Shaan-Seet, Klawock Heenya, and Kavilco Corporations (as 
well as the Forest Service and other large landowners) to develop a compatible vision for 
land use and development to the maximum extent possible.  
 
The other concern of Native Corporations would be the impact of any borough taxation. 
However, Native Corporation (ANCSA) land cannot be taxed unless it is subdivided, 
leased, under active development (and then only for the time that the development or lease 
is in effect), or sold. If a lease is for mineral exploration, it is not subject to taxation. The 1991 
ANCSA amendments also clarified that only the approximate area where timber is actually 
cut can be taxed. Any borough taxes therefore (sales, property, excise or other), would only 
apply to ANCSA land if it were subdivided, under lease, or being developed.  
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5. Describe the Implications of Forming a POW Borough on Land 
Planning and Permitting 
 
Land planning, platting, and land use regulation is one of a borough’s three areawide 
mandatory powers. The ability to exercise land planning and permitting is among the 
reasons that residents often cite for supporting borough formation because it is a tool to 
help an area accomplish local land use priorities.    
 
5A. The Comprehensive Plan 
 
After borough formation, a Borough Planning Commission of five residents or more from 
both cities and unincorporated communities is appointed. One of their tasks is to oversee 
development of a borough-wide Comprehensive Plan within two years. The 
Comprehensive Plan includes policy statements, goals, future growth maps, and actions to 
guide the borough’s physical, social, and economic development.  
 
State statutes provides flexibility on exactly what is in the comprehensive plan, so it is 
important to identify what borough residents want it to cover and what is most important 
at the front end of this work. Typically, this 20-year plan articulates a regional vision, 
identifies regional goals, then looks at current conditions, forecasts population change (and 
related housing and infrastructure needs), and charts a path to accomplish future goals 
covering topics such as:  

• statements of borough policies and goals 
• current and desired future land use plan (with future growth maps) 
• community facilities plan  
• transportation plan 
• economic development plan  
• recommendations and actions for implementation 

 
It is common for a new borough to spend some of the borough formation grant it receives 
from the state on a professional planner to assist the planning commission accomplish this. 
Often a borough will identify the municipal entitlement lands it wants from the state as the 
comprehensive plan is being prepared when it is thinking through logical places for future 
economic development, settlement, cultural, or recreational land use.    
 
Typically it takes just over a year to prepare a Comprehensive Plan and it involves several 
planning commission work sessions, open to the public, that are usually organized by topic. 
Often the effort begins with a statistically valid community opinion survey to gauge 
majority opinion and desires of borough residents. There is also usually an effort to visit 
remote communities in the borough to ensure their voices and vision for their area is 
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included, and to begin to develop a working partnership between rural communities and 
the borough planning commissioners and staff.   
 
When developing a POW Borough Comprehensive Plan it would be critical for the borough 
planners and tribal government planners to work closely, and to incorporate the tribe’s 
knowledge about traditional land, territory, and activities. Likewise, it would also be 
important to work with Sealaska, Shaan-Seet, Klawock Heenya and Kavilco Corporations, 
the POW Watershed Association, the Forest Service, and other landowners to develop a 
compatible vision for land use and development to the maximum extent possible. 
 
5B. Platting and Zoning 
 
Assuming that the borough adopts platting authority, future land subdivision would be 
approved by the borough planning commission rather than the State DNR. This would 
move that process from Ketchikan to POW Island; in other places borough review and 
approval of land subdivision has made this easier and quicker to accomplish. 
  
Most boroughs adopt some type of zoning and land permitting system to implement the 
vision and goals of their Comprehensive Plan4. There is flexibility to allow creation of a 
system that makes sense for the area. Some important considerations are developing a 
system that is realistic, is not overly burdensome, can be enforced with local resources, and 
that does not arbitrarily affect local landowners use of their land.  
 
In Haines Borough for example, most of the borough is in the General Use Zone where all 
activities are allowed with no review. Since some reviewers of the draft study expressed 
concerns and hesitations about zoning, a very simple system like this may be appropriate. 
 
When the Wrangell became a borough and was preparing its comprehensive plan and 
considering zoning in rural areas, planners worked closely with both unincorporated 
communities and small rural subdivision property owners to learn about their concerns and 
then designed a very simple zoning system for small remote communities to help locals 
accomplish their priorities and safeguard their chosen lifestyle.  
 
There are also places in parts of both Haines and Wrangell though where residents wanted 
to ensure they would receive formal notice about certain activities, and that the planning 
commission would have an opportunity to review the activity so that conditions to 

                                                   
4 As reviewed earlier in this report, if cities that now exercise planning and zoning within their 
boundaries, including Craig, Klawock, Thorne Bay, Hydaburg, and Port Alexander,  want to continue to 
do this (and typically many do), the borough can delegate planning powers within cities back to the city, 
by ordinance.   
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minimize impacts on neighboring properties could be assigned. This too can be 
accomplished through zoning.  
 
The type of developments that residents typically want more information about are the 
larger ones such as large University of Alaska or Alaska Mental Health Trust subdivisions, 
tourist complexes near areas important to locals, and mines. This is so that for example, 
potential effects on investments residents have made in their homes and businesses, or 
communities have made or plan to make on infrastructure or future residential 
development, or impacts to locally important fish runs or drinking water quality, can be 
evaluated and conditions assigned to minimize impacts (through obtaining a borough 
zoning permit). Some say that this is the job of state and federal regulators and is not 
needed; however, state and federal regulators typically do not evaluate local concerns such 
as traffic, parking, or impact to areas where the borough plans future development, nor do 
they have local knowledge of area priorities and goals. This regulatory relationship 
encourages communication between the borough and developers. Again though, this type 
of system is optional and not required.    
 
If the land use regulation system put into place does include review of large developments 
that could require expertise that a POW Borough would not have, rural governments often 
establish permit fees to support contracting with subject experts to assist it in reviewing 
complex permits and projects. 
 
The most important thing to remember is that there is the flexibility to create land use 
regulations that makes sense for POW, including one that is very simple essentially 
allowing all activities with no review if that is what is desired. 
 
The POW Borough’s Comprehensive Plan, platting, and zoning would apply to all land in 
the borough including state (general, University of Alaska, and Alaska Mental Health 
Trust), Native Corporation land, and other private and municipal land. The exceptions are 
federal land, Native townsite parcels, and Native Allotments, as explained below.   
 
5C. Borough Planning and Zoning and the Federal Government  
 
The federal government exempts itself from local planning5. The advantage of a borough 
Comprehensive Plan is that it gives added weight and influence to local comments. For 

                                                   
5 There are three situations, per Public Law 100-678, where the federal government is not exempt from 
planning and zoning. These are all probably more relevant to cities on POW that exercise zoning rather 
than a POW Borough. They are that: 1) Buildings constructed or altered by a federal agency must comply 
with nationally recognized model building codes and with local zoning laws and other local 
requirements. 2) State and local government consultation, review, and inspection must be provided. 3) 
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example, it is typical when preparing the borough Comprehensive Plan to look carefully at 
adopted federal and state plans for the area and work to ensure the borough plan is 
compatible. However, if there are situations where local planning preferences are different 
from the state or federal plan, the borough can document the rationale and data in support 
of its management preference in its Comprehensive Plan. Federal plans (such as the 
Tongass Forest Plan or Road Management Plan) for federal land will still take precedence, 
however, local preference with well documented rationale in a publicly adopted borough 
Comprehensive Plan provides a strong basis and gives increased weight to local comment 
(or other action) on proposed federal projects or plan revisions.  
 
Another more powerful option that municipalities have, which the City and Borough of 
Wrangell exercised after it formed and adopted a Comprehensive Plan, is to invoke 
“coordination authority” between the borough and federal government per federal 
Executive Orders 12866 and 126306. As a result, the City and Borough of Wrangell is now a 
Cooperating Agency, equal in standing to state and federal agencies, on the Wrangell Island 
Timber Sale. The City and Borough of Wrangell also has quarterly meetings now with the 
USFS to discuss matters of mutual concern. This has allowed Wrangell to have 
conversations with the USFS on activities in the area very early in the process rather than 
waiting until scoping begins.   
 
5D. Borough Land Planning and Zoning and Native Allotments or Townsite Parcels 
 
Borough (or city) platting and zoning generally does not apply to Native Allotments or 
Native Townsite parcels, unless the matter is an issue of public health, safety, or welfare. 
Neither Townsite parcels nor Allotments can be taxed either (unless the restrictions on the 
properties are removed). Report reviewers asked several questions about Native Townsite 
parcels and Allotments. Each is briefly explained below.  
 
Native Allotments. In 1906, Congress adopted the first land grant to Alaska Native people 
through Alaska Native Allotment Act. The Act entitled Alaska Natives to restricted land 
entitlements of up to 160 acres of unappropriated, non-mineral land. Today, there are some 
13,000-15,000 Native Allotments in Alaska. They are primarily located around the villages 
and in hunting and fishing use areas. However, there are only about 10 Native Allotments 
in the Prince of Wales area. One reason there are so few on POW Island is that to have a 
Native Allotment application certified, the applicant had to show proof of “substantially 
continuous use and occupancy.” In Southeast Alaska the federal Alexander Archipelago 

                                                                                                                                                                    
The administrator or appropriate agency must give due consideration to state and local government 
recommendations.  
 
6 Cities can also invoke this, but it is not as strong a tool as cities typically do not have much land within 
their boundary compared to a borough.  
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Reserve and Tongass National Forest were established in 1902 and 1907 respectively, 
making this USFS land and thwarting the ability of Alaskan Natives to show occupancy for 
certifying Native Allotments.  

Native Townsite Parcels. Townsite Acts were the way the cities in Alaska first got land from 
the federal government. Congress passed the second land grant to Alaska Native people 
through the 1926 Alaska Native Townsite Act, which was a special type of Townsite 
designed to give Alaska Natives small lots under their homes in villages in a restricted 
status. There was no payment for lots and they were to be nontaxable and inalienable, 
meaning they could not be taken away or sold without approval of the federal government. 
Some 106 Alaska Native Townsites were created. Some of the Native villages moved off 
their townsites due to flooding and other issues, and many of the federally recognized 
tribes in Alaska are no longer located on Alaska Native townsites. 

On POW there are 44 Native Townsite parcels remaining from the original Alaska Native 
Townsites. This includes 15 Native Townsite parcels with restricted deeds in Kasaan, 14 in 
Klawock, and 15 in Hydaburg. Using 2010 census data with the number of housing units in 
each community, this would be about 34% of homes in Kasaan, 4% in Klawock, and 11% in 
Hydaburg.  
 
Municipal policy makers and attorneys and Native rights policy makers and attorneys have 
debated about whether zoning applies to Native Allotments and Townsite Parcels, based on 
other court decisions but no court has directly dealt with the issue off a reservation.  
 
Today, it is commonly held that the Bureau of Indian Affairs (BIA) regulations at 25 CFR 1.4 
apply, which state that zoning and other regulations are not applicable to property leased 
from, held, or used under agreement with and belonging to any Indian or Indian tribe that 
is held in trust by the United States or is subject to a restriction against alienation imposed 
by the United States.  

Legal memorandums and discussions in Alaska in the 1980s and 1990s argued that this 
applied to Native Townsite Parcels and Allotments, unless there was a public health, safety, 
or welfare issue7. State DCRA staff comments that it has not read any differing opinions on 
the issue recently. However, some local governments (City of Kenai, City of Unalaska, and 
Bristol Bay Borough) specify in their zoning ordinances that zoning does not apply to 
Native Allotments. Some argue that regardless it may be to the Native Townsite parcel and 

                                                   
7 See for example a May 2, 1989 U.S. Department of Interior Regional Solicitor’s Opinion (BIA.AK.0306); 
and an October 12, 2000 U.S. Department of Interior Regional Solicitor’s Opinion (BIA:AK.0729).  
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Native Allotment owners benefit to comply with zoning, as it may enhance the value of 
their land8. 

  
6. Estimate the Acres of State Land that a POW Borough Would Be 
Entitled to Select, and Show the Selection Areas.  
 
6A. POW Borough Would be Eligible to Select about 5,600 Acres of State Land 
 
Alaska law (AS 29.65.101) gives a general land grant to each new city or borough of 10% of 
the total vacant, un-appropriated, and unreserved (VUU) State land within the new 
municipality’s boundary, as determined by the Alaska Department of Natural Resources 
(DNR). A new city or borough has two and a half years from the date of its incorporation to 
select the land it desires transferred.  
 
The purpose of municipal entitlement land is to assist with the formation and operation of 
new local governments by giving it an asset that both provides long-term sustainability and 
addresses the needs of residents. Entitlement lands can be used to provide for economic 
and resource development opportunity, transportation and utility needs, cultural, habitat, 
settlement, and recreational uses and purposes.   
 
All parcels of State land managed by DNR were classified for certain types of uses when the 
DNR prepared the Prince of Wales and Southwest Prince of Wales Area Plans in 1998 and 
2008 respectively. In the POW area, there are eight types of upland classifications, of which 
three are VUU and thus eligible for municipal selection. The three are 1) Resource 
Management, 2) Settlement, and 3) Public Recreation. Tallies show that there are 
approximately 55,980 acres of State VUU land, or land that counts as VUU (explained 
below), within the area studied for a possible POW Borough (Table 6). This would entitle a 
POW Borough to select about 5,598 acres of land, or 8.75 square miles, from the pool of 
State VUU land. Land can be selected from multiple places/parcels. The pool of State VUU 
land from which a POW Borough’s 5,598 acres could be selected is shown on Figures 2 and 
3 as the deep orange colored land with black hatch lines over it. 
 
 

                                                   
8 Two professional opinions that point out practical reasons for application of land use regulation as a 
matter of health, safety, and future commercial value of the property are a letter dated October 10, 1983 
from then Director of the State Department of Natural Resources, Tom Hawkins, to Assistant Attorney 
General Laura L. Davis; and a 1994 DCRA issued a letter to the City of Quinhagak concluding that the 
city has the authority to condemn a certified Native Allotment, subject to the city enacting an ordinance 
and following the condemnation procedures outlined in state statues (AS 09.55.240-460). 
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6A-1. Southeast State Forest. 
 
In 2010, Alaska House Bill 162 established the Southeast State Forest. The approximately 
50,000-acre Southeast State Forest now includes approximately 19,941 acres in 24 parcels on 
Prince of Wales Island. Southeast State Forest land cannot be selected for municipal 
entitlement. However, while no longer VUU land and now not available for selection by a 
borough, the law creating the Forest stipulated that these 20,000 acres must still be included 
in the VUU “count” of total acres by any municipality that incorporates before June 30, 
2019. Southeast State Forest land is shown on Figures 2 and 3 as the deep orange color 
without any hatch lines. On Table 6, the column farthest to the right deducts State Forest 
land to show the smaller pool of 36,872 acres from which entitlement land can actually be 
selected.  
 
Figures 2 and 3 show VUU land on and around POW; the largest blocks are in the Thorne 
Bay/Goose Creek area (4,670 ac), Naukati (3,226 ac), and Coffman Cove area (3,097 ac). 
There are no VUU lands in Craig or Klawock. 
  

Table 6 - Alaska DNR 
Prince of Wales Island Planning Area 

DNR Upland 
Acres 

 
(no  AMHT or UA) 

VUU Acres 
 
 

(includes State Forest) 

Lands Selected 
Can Be  
From… 

(no State Forest) 
Total Acres 60,053 55,980 36,872 
Unit 1. Salmon Bay   

 
1a Salmon Bay 203 203 203 
1b Exchange Cove 0 0 0 

Unit 2. Baker/Protection   
 

2a Hole-in-the-Wall 682 682 682 
2b Port Protection/Merrifield Bay** 2,125 1,946 1,946 

Unit 3. Shakan   
 

Unit 4. El Capitan   
 

4a El Capitan Passage ** 4,214 4,074 1,947 
4b El Capitan Island 1,003 1,003 1,003 

Unit 5. Whale Pass   
 

5a Whale Pass/Exchange Cove Road/Twin Is. Rd 3,327 3,110 2,138 
Unit 6. Coffman Cove   

 
6a Coffman Cove 5,212 5,172 3,097 

Unit 7. Sea Otter Sound   
 

7b Jinhi Bay 826 826 307 
7c Naukati ** 5,168 4,857 3,226 

Unit 8. Edna Bay   
 

8b Edna Bay ** 4,098 2,668 371 
Unit 9. Coronation   

 
Unit 10. Shaheen   

 
10a Heceta Island 3,487 3,349 1,338 
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Table 6 - Alaska DNR 
Prince of Wales Island Planning Area 

DNR Upland 
Acres 

 
(no  AMHT or UA) 

VUU Acres 
 
 

(includes State Forest) 

Lands Selected 
Can Be  
From… 

(no State Forest) 
10b Salt Lake Bay 693 693 693 

Unit 11. Thorne Bay   
 

11a Control Lake 1,224 1,224 480 
11c Thorne Bay/Goose Creek ** 7,896 7,830 4,670 

Unit 12. Kasaan Bay   
 

12a Harris River Junction 280 280 280 
12b Hollis ** 4,739 3,908 2,907 
12c Kasaan Bay/Grindall Passage/ Grindall Is ** 2,014 2,014 2,014 
12f Saltery Cove ** 700 700 700 

Unit 13. Cholmondely   
 

13b Kitkun Bay 2,864 2,864 2,341 
Unit 14. Moira   

 
14b Menefee Anchorage 740 740 740 
14c Ingraham Bay ** 1,345 1,345 1,345 

Unit 15. Kendrick   
 

15a Kendrick Bay 764 764 764 
Unit 16. Maurelle/Outside Islands   

 
Unit 17. Craig/Klawock   

 
C-01 Klawock Airport 473 0 0 
C-02 Trocadero Bay Northwest 247 0 0 
C-03 Trocadero Bay West 189 189 189 
C-04 Trocadero Bay Southwest 368 368 368 
C-05 Trocadero Bay Middle/West 1,024 1,024 1,024 

Unit 18. Dall/Forrester Island   
 

D-01 Port Delores 1,193 1,193 130 
D-02 Hook Arm 1,014 1,014 29 

Unit 19. Hydaburg/Cordova Bay   
 

H-01 West Dunbar Inlet 280 280 280 
H-02 East Dunbar Inlet 323 323 323 
H-03 Mabel Bay 958 958 958 
H-04 Mabel Bay 242 242 242 
H-05 Mabel Islands 138 138 138 

NOTES: 1. Units are only listed if there are upland acres within.  
** Due to scale issues, these parcels have significant acres of ocean included in the parcel total in the DNR Area 
Plan and Alaska Mapper. Sheinberg Associates deducted 71,280 acres of ocean from these parcel’s acreage totals. 
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6B. Comparing a POW Borough State Land Entitlement with other Alaskan Boroughs.   
 
The POW Borough municipal land entitlement of 5,598 acres is quite small compared to 
what other Alaskan boroughs received (Table 7). When the City and Borough of Yakutat in 
1998, and later the City and Borough of Wrangell and Haines Borough in 2010, found 
themselves in a similar situation with small land entitlements their respective Alaska 
Legislators were able to enact legislation that allowed these boroughs to select additional 
entitlement acres (SB 281 and HB 273 respectively). 

6C. Conveyance of State Tidelands and Submerged Lands to Boroughs 
 
In addition to municipal entitlement land, Alaska Statute AS 38.05.825 establishes that the 
state shall convey to municipalities (both cities and boroughs) state submerged and 
tidelands within their corporate boundaries that are occupied, or suitable for occupation or 
development, if requested by the municipality (and that can meet the statutory provisions). 
This must occur unless the state finds that the public interest in retaining state ownership of 
the land clearly outweighs the municipality's interest in obtaining the land. All tidelands 
and submerged lands are eligible for conveyance except those used as set net fishery sites, 
or that are part of a state game refuge, game sanctuary, or critical habitat area. 
 
The state is interested in conveying submerged and tidelands because municipalities 
usually are physically closer to the site than a DNR Office is and thus better positioned to 
actively manage the site. The state however, is not going to convey all tidelands and 
submerged lands around POW to a new borough.  
 
Three examples of  situations where DNR staff agrees that a tideland or submerged land 
might be suitable for conveyance are 1) if a tideland or submerged land use is proposed 
(such as a mariculture area, boat launch ramp, or dock); 2) if it is adjacent to a proposed 
upland development area; or 3) if as part of preparing a POW Borough Comprehensive 
Plan an upland area is identified for future industrial, commercial, residential or 
recreational uses and having the adjacent tidelands would make the use or access to it 
easier to accomplish and more feasible.  To bolster a POW Borough’s chance of receiving 
tideland and submerged land from the state the Borough Comprehensive Plan Future 
Growth Maps and narrative should specifically include tidelands and submerged lands.  
 
Until recently a fourth example of when conveyance of tideland or submerged lands to 
municipalities was likely, was if the site was already under lease or occupied. This would 
include for example the many submerged and tideland leases Sealaska has with the state in 
the area to support timber harvest, freight transfer, access and other activities. DNR staff in 
Juneau note that in the last two years the state has taken a narrower view and interprets AS 
38.05.825 to be about prospective development, not existing development/leases. Problems 
occurred because when transferring active leases the state sometimes neglected to retain 
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public easements per AS 38.05.127. In addition, the state has put time into developing and 
managing active leases so it should derive lease revenue to help compensate it for these 
activities. Despite this recent narrowed interpretation by the state of AS 38.05.825, 
Sheinberg Associates finds that this statute clearly includes areas that “are occupied” and 
suggests that an argument could be pursued for municipal acquisition of active submerged 
and tideland leases if desired and other criteria are met. 
 
It is also interesting to know that until recently, the USFS had many submerged and 
tideland leases from the state for log transfer facilities and other purposes around Southeast 
Alaska. Recently however, the state gave the USFS public leases in perpetuity for these 
sites.  
 

Table 7 - Comparing Amount (acres) of Municipal Land Entitlements 

Borough 
Acres Land in 

Borough 
(does not include water) 

Acres of 
Entitlement 

Percent of Total Land in 
Borough Received as 

Entitlement 
Municipality of Anchorage 1,086,080 44,893 4.13% 
Fairbanks North Star Borough 4,711,040 112,000 2.38% 
Matanuska Susitna Borough     15,796,480 355,210 2.25% 
Kenai Peninsula Borough 10,248,320 155,780 1.52% 
Kodiak Island Borough 4,198,400 56,500 1.35% 
City and Borough of Juneau 1,738,880 19,584 1.13% 
Bristol Bay Borough 323,200 2,898 0.90% 
Lake and Peninsula Borough 15,220,480 125,000 0.82% 
Denali Borough 8,160,000 49,000 0.60% 
City and Borough of Sitka 1,839,360 10,500 0.57% 
City and Borough of Wrangell 1,652,480 9,006 0.54% 
City and Borough of Yakutat 4,896,000 21,500 0.44% 
Haines Borough 1,500,160 5,967 0.40% 
Ketchikan Gateway Borough 3,135,360 11,593 0.37% 
Aleutians East Borough 4,472,320 7,633 0.17% 
North Slope Borough 56,842,880 89,850 0.16% 
Average in Alaska 8,488,840 67,307 0.79% 
Possible Prince of Wales 
Borough 2,476,782 5,598 0.23% 
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7. What Would the Affect be on Federal and State Revenue to the 
Region if a Borough Formed? 
 
In this section of the report, major state and federal revenues are described; and the effect 
borough formation would have on existing city, community and the region’s state and 
federal revenue is presented.   
 
Table 8 summarizes this data. The “Status Quo” on rows 1-16 shows state and federal 
revenue that came to the region, cities, and unincorporated communities in FY 12. Scenario 
1 on rows 17-33 shows what state and federal revenue to the region, cities, and 
unincorporated communities would have been in FY 12 if a POW Borough existed that 
included the whole study area. Scenario 2 on rows 34-49 shows the same thing but here the 
POW Borough does not include the Port Alexander area.  
 
In order to isolate the affect to state and federal revenue, this study looks at regional 
revenue in FY 12 and the equivalent FY 12 revenue as if nothing had changed except a 
borough had formed. In this case, if a POW Borough existed in FY 12 (with Port Alexander 
and areas A, B and C), state and federal revenue to the region would be approximately $2.3 
million higher (50%), increasing from $4.6 to $7.0 million. If the Port Alexander area is 
excluded, the increase to the region is estimated at $2.1 million, from $4.5 to $6.6 million. 
While this allows the effect of borough formation to be identified and isolated, it is also 
somewhat misleading because  in reality things are changing quickly. Most important is 
that the federal revenue that would be responsible for the forecasted increase, Secure Rural 
Schools, has ended and its reauthorization seems unlikely. 
 
Other findings are that state Community Revenue Sharing to the region would increase by 
about $300,000 because the borough would also get a share. The state’s education 
foundation aid is forecasted to decrease slightly if a borough forms (or decrease by close to 
10% if the borough can no longer make an Additional Local Contribution to support 
education).    
 
In addition, if a borough forms some revenues would no longer go to cities (or 
unincorporated communities) but instead go to the borough; and other revenues would be 
split between these two types of governments. As a result, a POW Borough may want to 
consider creating a borough revenue-sharing program to ‘hold cities harmless’ financially’ 
(borough budget on Table 21, rows 30-31, 33 and 45, which all show borough revenue 
sharing with communities.)  
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7A. Federal Secure Rural Schools (SRS) / National Forest Receipts (NFR) Revenue 
 
The objective of the National Forest Receipts (NFR) program is to allocate a share of 
national forest income to eligible municipalities for public schools, public roads, and other 
select projects, and to eligible regional educational attendance areas (REAAs) for public 
schools and select projects. Until 2000, the amount of revenue a community was eligible for 
was tied to the income earned from activities within the national forest, however the federal 
Secure Rural School and Community Self Determination Act (SRS) of 2000 severed this 
direct link to the amount of timber harvested each year. The SRS program and funding was 
reauthorized in 2012 for one year as an add-on to the federal Transportation Bill 
Reauthorization (Map-21).  
 
Regardless of borough formation, final SRS payments were made in February 2013, and 
they were reduced by 10% due to sequestration. As this report is published in early May 
2013, Congress is still reviewing whether to reauthorize SRS, those following the process 
report almost daily changes in the likelihood of this happening. In FY 12 the POW region 
got $2.1 million from SRS funding of which $1.77 was dedicated to school funding (Table 8, 
rows 15 &16-columns I, J and K). 
 
Because the formula for SRS payments changes when a borough forms, if a POW Borough 
had existed in FY 12, according to the federal USFS analyst the projected SRS payment to 
POW would have been $3.5 million, an increase of $1.43 million compared to current FY 12 
(Table 8, row 32, columns I, J &K). If the Port Alexander area was not part of the borough 
the projected increase would only be $1.26 million (Table 8, row 48, columns I, J & K).   
 
When there is no borough, payments to cities and REAAs for schools are made based on 
school enrollments; and for roads, according to state and locally maintained miles. (This is 
also what provides funding for local Forest Service Regional Advisory Committees (RACs.) 
If a borough forms, payments are based on the amount of national forest acreage within the 
borough boundaries in proportion to the entire acreage of the national forest, the area’s per 
capita income, and other factors.   
 
However, there are two significant cautions about using estimated SRS payments for 
borough financial planning purposes. Most important, as noted above it is likely that the 
SRS program and payments will be discontinued. In this case funding would revert to the 
‘old’ National Forest Receipts formula, and decrease from about $350 million to Alaska to 
about $15 million statewide. Second, part of calculating the borough’s estimated SRS uses 
the federal census area’s per capital personal income (PCPI) and the census area includes 
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Hyder and Metlakatla but not Port Alexander9. This makes the estimate somewhat 
inaccurate.  
 
7B. Federal Payment in Lieu of Taxes (PILT) 
 
The Federal Payment in Lieu of Taxes (PILT) program provides payments to local 
governments when certain federal lands are located within their boundaries. PILT is based 
on the concept that these local governments incur costs associated with maintaining 
infrastructure on Federal lands within their boundaries but are unable to collect taxes on 
these lands; thus, they need to be compensated for these losses in tax revenues. The 
payments are made to local governments in lieu of tax revenues and to supplement other 
Federal land receipts shared with local governments. The payments to municipalities are 
based on a formula that includes the number of federally owned acres, population, and 
other factors. Federal law provides that PILT payments may be used by the local 
government for any governmental purpose.   
 
PILT payments are made by federal Department of Interior to boroughs and census areas. 
In Alaska, the state receives revenue for census areas where there is no borough 
government and then distributes PILT funding to cities and unincorporated communities 
under AS 29.80.265. In federal FY 12 Alaska received $26,894,462. Of that, the Prince of 
Wales area received $670,334 (or $681,019 including Port Alexander).   
 
After borough formation PILT revenue goes to the borough not the cities or unincorporated 
communities. A key discussion would be if this revenue is being used to support a service 
that cities or the borough are providing, the answer to this should determine whether the 
borough “revenue-shares” this funding back to the cities or keeps it. In general, a goal must 
be not to harm cities financially due to borough formation.  
 

                                                   
9 To calculate the borough’s estimated SRS payment the Forest Service financial analyst uses the number 
of Tongass acres and the Per Capital Personal Income (PCPI). The problem is the PCPI is not available on 
a smaller unit than the Prince of Wales-Hyder census area, which includes Hyder and Metlakatla (and 
not Port Alexander). There is no way until a new borough and census area is established to determine 
more accurately what the PCPI and thus SRS funding would be. The Prince of Wales-Hyder census area 
has the 2nd lowest PCPI of all Alaska census areas, which actually would increase its share of SRS 
revenue. If the exclusion of Hyder and Metlakatla and inclusion of Port Alexander significantly changes 
the PCPI for the area, then SRS revenue would be less than shown in this estimate. (For example, 
Sheinberg received a verbal report that the new Petersburg’s Borough SRS will decrease as a result of 
borough formation even with the additional Tongass acres in its boundary because its PCPI is the highest 
of all state census areas.) These areas however are comparable economically to POW, so the effect likely would not 
be similar to the Petersburg situation.  
 



 

 
Prince of Wales Island Area Borough Feasibility Study - May 2013(Nov 2013 update) Page 48 

If a POW Borough had existed in FY 12, it is estimated that the amount of PILT funding 
coming to the region would decrease by 1% ($8,534) if all areas were included in a POW 
Borough, or by 7% ($46,882), if the Port Alexander area is not part of the Borough.  

However, as with SRS, a significant caution in using the PILT estimate for borough financial 
planning purposes is that this program and funding may be ending. PILT was reauthorized 
in 2012 for one year as an add-on to the federal Transportation Bill Reauthorization (Map-
21). Final PILT payments are to be paid in June 2013 but will likely be subject to reductions 
due to sequestration. In addition, the program must be reauthorized by Congress if any 
payments are to continue beyond June 2013. 

7C. Alaska Community Revenue Sharing 
 
Community Revenue Sharing (CRS) is a State program to provide revenue to boroughs, 
cities, and unincorporated communities (UC) for general governmental purposes. 
If a POW Borough forms, funding to cities is unaffected, the new borough gets an 
additional share, and funding that would have gone to UC now goes to the borough for the 
borough to distribute.   
 
Also new criteria for UC eligibility are now in effect (AS 29.60.865 c) requiring the 
unincorporated community to have 25 residents and a tribal government or incorporated 
nonprofit that is providing at least three of the following services: fire protection, 
emergency medical, water and sewer, solid waste management, public road or ice road 
maintenance, public health, and search and rescue. The borough must verify that the new 
criteria are being met (if no borough the UC must now verify this). 
 
Cautions: Unless the Alaska Legislature appropriates additional monies into the CRS Fund 
payments will decline substantially in future years. For example, without further 
appropriations payments will decline by 33% in FY 14, 55% in FY 15 and no funding will be 
available in FY 16. In addition, in FY 12 and FY 13 the Legislature gave an additional 
increment to the CRS Fund ($20 and $25 million respectively), FY 11 distributions represent 
more typical amounts. 
 
If a POW Borough existed in state FY 13 (municipal FY 12 payments), the amount of 
funding coming to the POW region from this source is estimated to increase by $312,523 or 
$308,369 (with and without the Port Alexander area, respectively) compared to the status 
quo.  
 
7D. Alaska Department of Revenue (DOR) Shared Fisheries Business Tax.   
 
The State collects a fish tax based on the price paid to fisherman at the point of processing. 
This tax is collected from fish processors in State waters (out to three miles) and on land. 
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Revenues from the tax are shared with communities impacted by the fishing industry. The 
amount of shared revenues the borough will receive from the State fish tax depends upon 
the amount of fish processed within borough boundaries. The Department of Revenue 
determines where fish are processed, based on information it receives from processors. In 
FY 11 cities on POW and Port Alexander collectively  received $169,688 in state fisheries 
business tax revenue, and in FY 12 received $272,362.  
 
If fish processing occurs within the boundaries of municipalities, half the State Fisheries 
Business Tax revenue collected is retained by the State and the remaining half is shared 
with municipalities at the following rates: 

• Cities in the unorganized borough - 100% 
• Cities in a borough - 50% 
• Boroughs in the area outside of cities - 100% 
• Boroughs in the area inside of cities - 50% 

 
If a POW Borough forms, the amount paid to Craig, Klawock, Coffman Cove, Hydaburg, 
Kasaan, Thorne Bay, and Port Alexander would be reduced 10% each year for five years, 
with the difference going to the borough. If desired in order to “hold communities 
financially harmless” a POW Borough could revenue share this back to the cities.  
 
If a POW Borough existed there may be slightly more revenue captured by the region from 
processing that occurred (formerly) outside of incorporated city boundaries, but would 
now be within the borough. In calendar year 2011 (reported in FY 12, shared in FY 13) there 
were $12,615 dollars of shared tax collected from the area (equivalent roughly to $841,000 of 
wholesale fish value) based on processing that occurred in the region but outside of 
municipal boundaries10. However, the ‘region’ where this processing occurred is the 
“Ketchikan-Craig” 11 area, much larger than the possible POW borough, and the state 
cannot provide data for a subset of the area. It is known that in FY 12 there were four 
floating processors operating in this region among the several processors that reported 
activity outside of municipal boundaries but in the southern southeast region. 
 
7E. Alaska DCCED Shared “Extraterrorial” Fisheries Tax.   
 
Half of the total revenue collected by the State from either floating processors operating in 
State waters or shore-based processors not within any city or borough boundary, is given to 
DCCED to distribute to impacted municipalities through its Shared “Extraterritorial” 
Fisheries Tax program. Funds given to DCCED are allocated to 19 Fisheries Management 

                                                   
10 Personal communications, MJ Doster-Gates, Alaska DOR, 1/14/2013 
 
11 The Southern Southeast Alaska area  = processing location code 1000 =  COAR area B =  DCCED 
Fisheries Management Area 19. 
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Areas (FMA).  The percent going to each FMA depends upon the total pounds of fish and 
shellfish processed in that FMA (regardless of whether it was processed within or outside 
of municipal boundaries).  
 
If some of the approximately $841,000 of wholesale fish value processed in the region but 
outside of municipalities (see above) falls within the new POW borough. Then this revenue 
would be shared with the borough rather than going into the statewide DCCED “pot” to be 
distributed.  
 
7F. Alaska Borough Formation Grant  
 
AS 29.05.190 provides organization grants to boroughs and unified municipalities to defray 
the costs of transitioning to a borough government and to provide for interim governmental 
operations. Each borough or unified municipality is entitled to organization grants as 
follows: 
 (1) $300,000 for the municipality's first full or partial fiscal year; 
 (2) $200,000 for the municipality's second fiscal year; and 
 (3) $100,000 for the municipality's third fiscal year. 
 
7G. State Education Foundation Aid  
 
This report’s Chapter 10 on Schools and Education discusses education funding in detail. 
See section 10A for an overview.
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 Table 8 
 
 
 
 
 

A 

B 
July 
2011 
POP 

C 
AK  FY 13 

(CY 12) 
CRS 

D 
FY 12 

Liquor 

E 
FY 11 
DOR  

Fish Bus. 
Tax++ 

F 
FY 11 

DCCED  
Fish Bus. 

Tax 

G 
FY 11 

DCCED  
Fish Land. 

Tax 

H 
Boro. 
Form. 
Grant 

I 
FY 12 

Federal 
SRS 

Roads 
(Title I) 

J 
FY 12 

Federal  
SRS 

Schools 
(Title I)** 

K 
FY 12 

Federal 
SRS 

Projects 
(Title III)** 

L 
FY 13 

Federal  
PILT 

M 
Total 

Regional 
State and 
Federal  

Revenue 
 STATUS QUO  - FY 12/ FY 13 
1 Coffman Cove  170 $147,751  $0  $1,557  $9,406  $111    $81,807  n/a   $35,712  $276,344  
2 Craig  1,240 $221,713  $11,100  $258,534  $8,914  $0    $37,998  $836,001  $25,000  $260,487  $1,659,747  
3 Edna Bay 50 $49,047  n/a         n/a n/a     $49,047  
4 Hollis 106 $53,243  n/a         n/a n/a     $53,243  
5 Hydaburg 406 $164,064  $0  $1,185  $6,646  $0    $25,196  $162,455    $85,289  $444,835  
6 Kasaan 66 $140,562  $0  $874  $5,747  $0    $34,421  N/A   $13,865  $195,469  
7 Klawock 813 $192,197  $0  $19,212  $7,688  $0    $41,858  $354,730    $170,787  $786,472  
8 Naukati Bay 117 $54,067  n/a         n/a n/a     $54,067  
9 Point Baker  14 $47,173  n/a         n/a n/a     $47,173  
10 Port Protection 53 $49,271  n/a         n/a n/a     $49,271  
11 Thorne Bay 496 $170,285  $0  $0  $6,907  $0    $140,774  $0    $104,195  $422,161  
12 Whale Pass 31 $47,623  n/a         n/a n/a     $47,623  

14 
Balance (or SEI 
REAA) 680               $411,907      $411,907  

14 Port Alexander 62 $140,286    $0  $8,840  $105    $5,486      $10,685  $165,402  
15 Total w/o PA 4,242 $1,336,996  $11,100  $281,362  $45,307  $111  $0  $362,054  $1,765,093  $25,000  $670,335  $4,497,358  
16 Total w PA 4,304 $1,477,282  $11,100  $281,362  $54,147  $216  $0  $367,540  $1,765,093  $25,000  $681,020  $4,662,760  
 SCENARIO 1 - IF A POW BOROUGH EXISTED - FY 12/ FY 13 (WITH PA AND AREAS A, B AND C ) 
17 Coffman Cove   $147,605 $0 $779  $9,406  $111    $0 $0   $0 $157,901 
18 Craig   $220,646 $11,100 $129,267  $8,914  $0    $0 $0   $0 $369,927 
19 Edna Bay  $0 n/a         $0 $0   $0 $0 
20 Hollis  $0 n/a         $0 $0   $0 $0 
21 Hydaburg  $163,715 $0 $593  $6,646  $0    $0 $0   $0 $170,953 
22 Kasaan  $140,505 $0 $437  $5,747  $0    $0 $0   $0 $146,689 
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 Table 8 
 
 
 
 
 

A 

B 
July 
2011 
POP 

C 
AK  FY 13 

(CY 12) 
CRS 

D 
FY 12 

Liquor 

E 
FY 11 
DOR  

Fish Bus. 
Tax++ 

F 
FY 11 

DCCED  
Fish Bus. 

Tax 

G 
FY 11 

DCCED  
Fish Land. 

Tax 

H 
Boro. 
Form. 
Grant 

I 
FY 12 

Federal 
SRS 

Roads 
(Title I) 

J 
FY 12 

Federal  
SRS 

Schools 
(Title I)** 

K 
FY 12 

Federal 
SRS 

Projects 
(Title III)** 

L 
FY 13 

Federal  
PILT 

M 
Total 

Regional 
State and 
Federal  

Revenue 
23 Klawock  $191,498 $0 $9,606  $7,688  $0    $0 $0   $0 $208,792 
24 Naukati Bay  $0 n/a         $0 $0   $0 $0 
25 Point Baker   $0 n/a         $0 $0   $0 $0 
26 Port Protection  $0 n/a         $0 $0   $0 $0 
27 Thorne Bay  $169,859 $0 $0  $6,907  $0    $0 $0   $0 $176,766 
28 Whale Pass  $0 n/a         $0 $0   $0 $0 

29 
Balance (or SEI 
REAA) 

 $0 $0         $0 $0   $0 $0 

30 Port Alexander  $140,232 $0 $0  $8,840  $105    $0 $0   $0 $149,177 
31 POW Borough   $615,745 $0 $140,681     $600,000   $3,316,610 $272,806 $672,485 $5,618,327 
32 Total  $1,789,805 $11,100 $281,362 $54,147 $216 $600,000 $0 $3,316,610 $272,806 $672,485 $6,998,531 

33 
Diff (compare to 
row 16)   $312,523 $0 $0 $0 $0 $600,000 -$367,540 $1,551,517 $247,806 -$8,535 $2,335,771 

 SCENARIO 2 -  IF A POW BOROUGH EXISTED - FY 12/ FY 13 (WITHOUT PA AND AREA C) 
34 Coffman Cove    $147,606 $0 $779  $9,406  $111    $0 $0   $0 $157,902 
35 Craig    $220,654 $11,100 $129,267  $8,914  $0    $0 $0   $0 $369,935 
36 Edna Bay   $0 n/a         $0 $0   $0 $0 
37 Hollis   $0 n/a         $0 $0   $0 $0 
38 Hydaburg   $163,717 $0 $593  $6,646  $0    $0 $0   $0 $170,955 
39 Kasaan   $140,506 $0 $437  $5,747  $0    $0 $0   $0 $146,690 
40 Klawock   $191,503 $0 $9,606  $7,688  $0    $0 $0   $0 $208,797 
41 Naukati Bay   $0 n/a         $0 $0   $0 $0 
42 Point Baker    $0 n/a         $0 $0   $0 $0 
43 Port Protection   $0 n/a         $0 $0   $0 $0 
44 Thorne Bay   $169,861 $0 $0  $6,907  $0    $0 $0   $0 $176,768 
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 Table 8 
 
 
 
 
 

A 

B 
July 
2011 
POP 

C 
AK  FY 13 

(CY 12) 
CRS 

D 
FY 12 

Liquor 

E 
FY 11 
DOR  

Fish Bus. 
Tax++ 

F 
FY 11 

DCCED  
Fish Bus. 

Tax 

G 
FY 11 

DCCED  
Fish Land. 

Tax 

H 
Boro. 
Form. 
Grant 

I 
FY 12 

Federal 
SRS 

Roads 
(Title I) 

J 
FY 12 

Federal  
SRS 

Schools 
(Title I)** 

K 
FY 12 

Federal 
SRS 

Projects 
(Title III)** 

L 
FY 13 

Federal  
PILT 

M 
Total 

Regional 
State and 
Federal  

Revenue 
45 Whale Pass   $0 n/a         $0 $0   $0 $0 

46 
Balance (or SEI 
REAA)   

$0 $0         $0 $0   $0 $0 

47 POW Borough  $611,518 $0 $140,681     $600,000   $3,155,930 $259,584 $623,452 $5,391,165 
48 Total   $1,645,365 $11,100 $281,362 $45,307 $111 $600,000 $0 $3,155,930 $259,584 $623,452 $6,622,211 

49 
Diff (compare to 
row 15)   $308,369 $0 $0 $0 $0 $600,000 -$362,054 $1,390,837 $234,584 -$46,883 $2,124,853 

 
NOTES 
++  This revenue snapshot depicts this revenue split between the cities and borough as though five years haves passed since borough 
formation and the split is 50/50.  In reality, the city gets 10% less each year and the borough gets 10% more each year for five years 
until it is split 50/50. 
 
Also, If a POW Borough formed there may be slightly more state business fisheries tax revenue captured by the region from 
processing that occurred (formerly) outside of incorporated city boundaries, but would now be within the borough.  In calendar year 
2011 (reported in FY 12, shared in FY 13)  there was $12,615 dollars of shared fisheries business tax collected (equivalent roughly to 
$841,000 of wholesale fish value) based on processing that occurred in the region but outside of municipal boundaries (personal 
communication with according to MJ Doster-Gates, Alaska DOR, 1/14/13). However, the ‘region’ where this processing occurred is 
the “Ketchikan-Craig” area, much larger than the possible POW Borough, and the state cannot provide data for a subset of the area. 
 
** If a POW Borough formed this funding is based on Tongass acres and the Per Capita Personal Income.  The problem is the PCPI is 
not provided by BEA on a smaller unit than the “Prince of Wales-Hyder census area, and thus included Hyder and Metlakatla (and 
not Port Alexander). There is no way until a new borough and census area was established to determine more accurately what the 
SRS funding would be.  The Prince of Wales-Hyder census area 2nd lowest PCPI of the census areas in Alaska, which actually 
increases its share of this revenue. If the exclusion of Hyder and Metlakatla and inclusion of Port Alexander significantly changes the 
PCPI for the area, then the revenue would be less than shown in this estimate.   
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Sources (Table 8): 
B – ADOL for all but balance, for balance Sheinberg Assoc GIS analysis of 2010 census block data identified 92% of CA balance 
(ADOL) lives in possible POW Borough in 2010, used this percent for 2011 balance projection  
C – current - FY 13 Com Rev Sharing from DCRA website; if borough forms- FY 13 data/runs by L. Blood, DCCED, 1/4/13 
D, E, – DOR State FY 11 Shared Taxes and Fees Table ; note that FY 11 payments based on fish processed in 2009 
F – FY 11 Shared Fisheries Business Tax Program  
G - FY 11 Shared Fisheries Business Tax Program  
H – AS 29 
I, J, K – current:  State of Alaska FY 12(federal FY 11) SRS; if borough data from L. Olson/R. Brown, USDA FS – see note ** above for 
cautions using this estimate. 
L – current:  FY 2013 Payment in Lieu of Taxes, if borough- data from DOI data via DCRA website (current) and if Borough had 
formed, from  N. O’Connor, US DOI 
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8. What are the Options for Raising Local Revenue to Support a POW 
Borough? 
 
8A. Summary – Taxes a POW Borough Could Levy and Estimated Annual Revenue 
 
Nobody likes taxes. Taxes are a financial obligation put upon individuals or property 
owners to support government12. When taxes are not paid, civil or criminal penalties can be 
imposed. Taxes imposed by cities or boroughs are levied so that they can provide services.   
 

Table 9.  Current Tax Types and Revenue by Place in Region, 2011 

Place 
2011 
pop 

Type of 
place 

Property 
Tax 

Sales 
tax 

Lodging 
tax 

Alcohol 
tax 

Total 2011 
local tax 
revenue 

Craig 1,240 1st cl city 6 mill 5%  6% $2,124,151 
Klawock 813 1st cl city  5.5% 6%  $623,267 
Hydaburg 406 1st cl city  4%   $36,627 
Thorne Bay 496 2nd cl city  6% 6%  $369,017 
Coffman Cove 170 2nd cl city     $0 
Kasaan 66 2nd cl city     $0 
Port Alexander 62 2nd cl city  4% 6%  $18,138 
Naukati Bay 117 Unincorp     $0 
Hollis 106 Unincorp     $0 
Port Protection 53 Unincorp     $0 
Edna Bay 50 Unincorp     $0 
Whale Pass 31 Unincorp     $0 
Point Baker 14 Unincorp     $0 
       $3,171,200 
Source: Alaska Taxable 2011 

 
A POW Borough would provide the required services of education, land planning and 
regulation, and levying, collecting and distributing taxes (the borough would do this for the 
cities within the borough too). Along with the ability to levy and collect taxes comes the 
opportunity to issue, sell, and pay off bonds to support infrastructure and economic 
development projects anywhere in borough. A POW Borough might also provide economic 
development services, some assistance with transportation and harbor planning and 
maintenance outside of cities, and areawide emergency management services.   
 
Borough taxes or fees would be needed to fill the ‘gap’ between the costs of providing these 
services and the revenue that federal and state government regularly provides (currently on 
the decline).  

                                                   
12 Alaska Statutes at Title 29 and Articles IX and X of the Alaska Constitution provide municipalities with 
the power to levy and collect taxes. 
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There are many options for raising local revenue through taxation. In addition to the type of 
tax and rate, a borough can levy taxes areawide (everywhere in the borough) or just outside 
of cities (non-areawide).  This can be important because for example, Craig levies a 5% sales 
tax just inside Craig, so if the borough had a 5% areawide sales tax, that would mean inside 
the Craig city limits a purchase would be subject to a 10% sales tax (5% city plus 5% 
borough) unless purchases inside Craig were exempted. For these reasons, sometimes a 
borough only wants to levy a tax outside of cities (non-areawide). There is also an option to 
levy a tax in a service area, but this is generally used only when those living in the service 
area want a higher level of service or, if an unincorporated place that wants the borough to 
collect a tax for them that they cannot collect themselves. This is not considered here as 
these are case-by-case option. 
 
The Petition to form a Borough must include a proposed 3-year borough budget to 
demonstrate that it has the financial wherewithal to support itself - so decisions on which 
tax types and rates a POW Borough intended to levy must be clear in the Petition. (See this 
report’s Chapter 12. “What are the steps if Prince of Wales wishes to continue considering 
forming a borough…?”) Any borough tax would typically be approved as part of the final 
local vote on whether or not to form a borough. Any additional taxes desired in the future 
would require either voter approval or adoption by assembly ordinance.  
 
A full ‘menu’ of tax options and estimates for the revenue each could generate is reviewed 
in this chapter and summarized on Table 10, including: 

• Sales Tax 
• Sport Fish Box Tax 
• Lodging Tax 
• Alcohol Tax 
• Guide Tax 
• Employee Head Tax 
• Property Tax 
• Severance Tax on Mining and  Material Extraction (and Payment-in-lieu-of-taxes or 

PILOT)  
• Property or Severance Tax on Timber Harvest 

 
To balance the example POW Borough budget, between $0 and $2.5 million would be 
needed annually depending on 1) how much state and federal revenue is received, 2) the 
local level of support for education, 3) whether and how much borough revenue is shared 
with communities and cities, and 4) the types of services the borough provides.  
 
The analysis in this section of the report estimates the capacity of the area to raise local 
revenue.   
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Table 10.  Optional Prince of Wales Borough Tax Types and Annual Revenue 
 Tax Type in a POW Borough   

                   tax levy examples 
Est. Value 

Est. Annual Tax Revenue 
1 Sales Tax  
2 Estimated annual taxable sales  $71 million 
3 Estimated annual taxable sales outside cities  (non-areawide)  $23 million 
4 1% areawide / 1% non-areawide $710,000 / $230,600  
5 5% areawide / 5% non-areawide $3.6 million / $1.2 million 
6 Sport Fish Box Tax  
7 Estimated annual sport fish boxes  20,100 boxes 
8 $10/box $201,000 
9 Lodging Tax  
10 Estimated annual lodging sales  $5.7 million  
11 Estimated annual lodging sales outside cities (non-areawide) $3.2 million 
12 1% areawide / 1% non-areawide $57,000 / $31,800 
13 5% areawide  / 5% non-areawide  $285,500 / $158,800 
14 Alcohol Tax  
15 Estimated annual sales of alcohol $3.4 million 
16 1% areawide / 6% areawide $34,000 / $203,900  
17 Guide Tax  
18 Estimated annual guided visitor days 20,500 guided days  
19 $1/day per visitor / $3/day per visitor   $20,500 / $61,500 
20 Employee Head Tax  
21 Average annual employees / peak employees in July 1,420 / 1,609 
22 $1 per employee per month /$5 per employee per month  $17,040 /  $85,200 
23 $10  levied onetime in July on each employee $16,090 
24 Property Tax (locally assessed value, not FTV)   
25 Estimated value of current property $231 million 
26 Estimated value of property with one mine $402 million 
27 Estimated value of current property outside cities (non-areawide) $55 million 
28 2.65 mill current (areawide) / 2.65 mill with mine (areawide) $612,000 / $1.1 million 
29 6 mill current (areawide) / 6 mill with mine (areawide) $1.39 million / $2.41 million 
30 Severance Tax on Mining (& Payment-in-lieu-of-tax or PILOT)   
31 Assume negotiated rate equivalent to 3.65 to 10 mills $624,200 to $1.71 million per mine 
32 Estimated annual volume rock, sand and gravel sales 120,000 cy 
33 Severance tax of $0.05/cy $6,000 
32 Property or Severance Tax on Timber Harvest  
34 Estimated annual acres harvested 1,843 acres 
35 Estimated annual volume harvested 67,000 Mbf 
36 Property Tax at $1500/acre  and 2.65 mill / 6 mill $7,464 / $16,587 
37 Severance tax @ $5.00/Mbf $335,000 
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Notes (Table 10):   
1. For sources and methods review the next section 8B.  
2. Port Alexander is included in the totals above.  To pull out Port Alexander the following reductions are 
needed: reduce each 1% sales tax by $4,199, reduce fish box tax by $200, for each 1 mill of property tax 
reduce by $3,000, no reduction is needed for alcohol tax, each 1% of lodging tax by $224, reduce the guide 
tax by $500 @ $1/day or $1500 @ $3/day, and reduce the $1/day month employee head tax amount by 
$276. 
3. Other local taxes levied in Alaska that were not calculated here include tobacco tax, car rental tax, fuel 
transfer tax, raw fish tax, gaming tax, and passenger transfer tax. 
 
8B. Tax by Tax Analysis  
 
A tax by tax review of this reports’ estimates is now presented. In almost all cases two or 
three different methods to estimate the taxable sales were employed, and the results were 
averaged. Assumptions made are those that would tend to underestimate, rather than 
overestimate, tax revenue. Very detailed documentation for each method is also available 
through Sheinberg Associates. 
 

8B-1. Sales Tax 
 
Alaska Statutes 29.45.650-710 authorizes the levy of sales and use taxes at the municipal 
level. Sixty-two Alaska municipalities levy a sales tax, with rates ranging from a low of 1% 
to a high of 7%.  
 
Two methods to calculate taxable sales within a POW Borough were developed that yielded 
similar results, which when averaged is an estimated at $71 million annually.  Accordingly, 
borough-wide tax revenue of $710,000 could be generated for each 1% levied, or, for 
example, $3.6 million for a 5% percent areawide sales tax. 
 
Sales tax is already collected where about 70% of the population in the possible POW 
Borough lives, including Craig, Hydaburg, Klawock, Thorne Bay, and Port Alexander, 
which together had $48 million in taxable sales in 2011. If a sales tax was levied non-
areawide (outside of cities) on the estimated $23 million in annual taxable sales, each 1% 
would generate about $230,600, or 5% could generate $1.2 million. 
 
In 2005 the sales tax laws in Alaska changed to allow a borough to exempt any source from 
the borough sales tax if it is taxed by a city within the borough.  This allows a borough to 
ensure that an item in the city costs the consumer no more than it would in the borough.  
This tends to level” the playing field when purchasing certain items in both the city and the 
borough. Alternatively, if the combined borough and city sales tax is not excessive, this may 
not be deemed a concern.   
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Method One: Simple per Capita Method, plus Lodges 
This method used the known taxable revenue data from area communities that levy a sales 
tax, which was $47.9 million in 2011.  Then, based on that population an average per capita 
taxable sales value was generated and extended borough-wide.  The eight communities of 
Coffman Cove, Edna Bay, Hollis, Kasaan, Naukati Bay, Point Baker, Port Protection, and 
Whale Pass could generate an estimated $7.1 million in taxable sales annually. There are 
also major lodges that offer high end fishing packages that are excluded from a straight per-
capita analysis.  The six largest of these lodges cater to 4,200 clients annually and have an 
estimated $16.8 million in taxable sales.13  The simple per capita method of calculating sales 
tax, plus the lodges, results in estimated total sales of $72 million annually. 
 

Table 11.  Sales Tax Estimate using Per Capita Plus Lodges Method 

Category Area 
Estimated Taxable 
Sales 

Communities with 
sales tax 

Craig, Hydaburg, Klawock, Port Alexander, 
Thorne Bay $47.9 million 

Communities 
without sales tax 

Coffman Cove, Edna Bay, Hollis, Kasaan, Naukati 
Bay, Point Baker, Port Protection, Whale Pass, and 
balance $7.1 million  

Est. revenue for 
largest untaxed 
lodges  

Waterfall Resort, El Capitan, Sportsman's Cove 
Lodge, Calder Mountain Lodge, Sea Otter Sound 
Lodge, The Lodge at Whale Pass $16.8 million  

Total 
 

$71.8 million  
 
Method Two: Craig Sales Tax per Business License Per Type 
A second method to calculate potential sales tax used detailed Craig sales tax data, broken 
out by NAICS code, and applied current revenue streams per business type to similar 
business of the same type borough-wide, based on Alaska business license data.  Since these 
business licenses are in communities that are more likely to have a seasonal sales 
component, Sheinberg Associates reduced each business license value, by type, by one-
third. The business license value for each category was then multiplied by the number of 
business licenses of that type for areas with unknown taxable sales. The total estimated 
sales for communities with no  
sales tax is estimated at $22.8 
million using this methodology. 
The resulting total estimate is $70.7 
million in taxable sales. 
 

                                                   
13 Revenue for lodges was calculated by determining the lodging/excursion package rate per night, and 
multiplying it by the number of client nights.  Client nights were determined based on interviews with 
some lodges, and applying assumptions—including operating weeks, and % total capacity full during 
season—to remaining lodges. 

Table 12. Sales Tax Estimate per  
Business License Type Method 

 
Taxable Sales In a 

POW Borough 
Currently taxed businesses $47.9 million 
Currently untaxed businesses $22.8 million 
Total $70.7 million 
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8B-2. Sport Fish Box Tax 
 
Sport fishing dominates the Prince of Wales tourism industry.  Nearly three-quarters of all 
visitors to the island come to fish.  A fish box tax is a sales tax levied on sport fish caught 
fish transported out of an area. While the charter customer is responsible for paying the tax 
in areas with a fish box tax, sports fishing providers often include the tax in all-inclusive 
package and pay the tax for the customer. In Southeast Alaska, both the City and Borough 
of Sitka and City of Gustavus, have a flat $10/box sport fish box tax.  
 
Sheinberg Associates used two methods to determine the total number of fish boxes that are 
shipped out of the Prince of Wales area each summer. The average of these analyses 
estimate that 20,100 fish boxes are shipped off the island annually by visiting sports 
fishermen. If a $10 fish box tax were to be implemented, it would result in $201,000 of 
annual revenue to a POW Borough. 
 
Method One: Fish Box Estimate Based on Total Fish Caught, by type and weight 
The first estimate used Alaska Department of Fish and Game (ADF&G) Alaska Sports 
Fishing Survey results for 2011. In 2011, 151,913 fish were harvested by sports fishermen in 
the Prince of Wales Survey Area (also known as Area B).   
 
To calculate the total fish boxes that are shipped off the island annually, researchers worked 
backwards. The first step was to determine total fish harvest by species in pounds. Since 
estimated sports fishing harvests are calculated by number of fish caught, rather than total 
pounds, each fish was given an average weight (based on literature and interviews).  Based 
on average weight, total pounds were determined. The second step was to determine a 
post-harvesting total weight of the sports fishing harvest.  Once the weight of whole fish 
was determined, the percentage of pounds retained after processing by species was 
calculated.  The next step was to determine the number of harvested pounds belonging to 
visitors, rather than area residents.  Based on previous studies conducted by McDowell 
Group and ISER, approximately 10,800 visitors travel to Prince of Wales to engage in sports 
fishing.  Since there were 14,852 total anglers, this represents 68% of all anglers 
participating in Area B sports fishing.  This ratio was applied to the total harvest in pounds. 
The final step was to determine how many fish boxes might be shipped off the island on an 
annual basis based on the visitor sports fishing industry.   
 
Using the methodology just described, the total pounds post-processing caught by sports 
fishing visitors to Prince of Wales in 2011 was calculated to be 911,707 pounds.  Since the 
average fish box is 50 pounds, the resulting number of fish boxes packed and leaving the 
island with sports fisherman was estimated at 18,234 in 2011. Port Alexander would likely 
add 200 fish boxes to this total (based on 100 sports fishing visitors per year), increasing the 
estimate to 18,434 boxes. 
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Method Two: Fish Box Estimate Based on Total Fish Caught, by type and weight 
A second, simpler methodology was used to verify the reasonableness of the primary 
estimate. The 2006 and 2011 Alaska Visitors Statistics Program (AVSP) and Economic 
Impact of Visitors to Southeast Alaska (McDowell Group), shows that approximately 15,000 
visitors come to Prince of Wales Island each summer.  Based on survey data, it was 
determined that 72% (or 10,800) of all summer Prince of Wales visitors participate in the 
sports fishing. According to several interviews, on average visiting sports fisherman take 
home two fish boxes each from Prince of Wales. Based on this, approximately 21,600 fish 
boxes leave the island annually. Adding Port Alexander’s 100 visitors who participate in 
sports fishing brings the total to 21,800 fish boxes.  
 
Averaging these two results yields an estimate of 20,100 sport fish packed fish boxes 
annually leaving a POW Borough. 
 

8B-3. Lodging Tax 
 
A lodging tax is a consumer tax on the rental of rooms to transient occupants of hotels, 
motels, lodges, bed and breakfasts, boarding houses, RV parks, and similar facilities. 
Because Prince of Wales and surrounding areas attract so many visitors, this could be a 
potential tax levied in a POW Borough. Forty-three communities in Alaska collect a tax on 
the sale of room rental transactions (a lodging tax), with rates ranging from 4 to 12%.  The 
average Alaska-wide is 6.8%; the average in Southeast Alaska is 6%.  Communities in a 
possible POW Borough with a lodging tax are Klawock and Port Alexander; Thorne Bay 
had one that expired in 2011.   
 
The two methods of calculating taxable sales of rental rooms yield similar results ranging 
from $5.7 to $5.8 million. The smaller estimate is used in this report. Each 1% areawide 
lodging tax would therefore generate $57,000, or at the Southeast Alaska average rate of 6%, 
$342,000. 
 
Method One: Lodging Revenue Based on Data Analysis 
The first method used lodging information from a variety of sources.14  Data on lodging 
nights, cost per room or per person, and revenue data was then applied to hotels and  
lodges where less information was available (Table 13). One difficulty in estimating lodging 
revenue is that most lodges have a single combined per person package fee that includes 
lodging, meals, guiding, bait, equipment, etc.  To account for this, Sheinberg Associates 
assumed, based on interviews with lodge owners, that the part of the total package that 

                                                   
14 Data from bed tax receipts (using Alaska Taxable), sales tax receipts (where available), and interviews 
with lodges to determine the number of clients staying at various facilities on an annual basis. 
Researchers also developed a comprehensive list of 91 lodges, bed and breakfasts, hotels, cabins and 
motels.     
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is lodging is equal to $150 per night per person for higher end lodges. This methodology 
yields an estimate for a POW Borough revenue for lodging of $5.8 million annually. Method 
One also allowed an estimate of lodging tax revenue just from cities, of $ 2.5 million.  

 
Table 13. Lodging Tax Estimate for a Prince of Wales Borough 

Based on Multiple Data Analyzes 

Location 

Total 
Lodging 
Businesses 

Total 
Capacity 

Total 
Rooms 

Total 
Guests 
2012 

Avg. 
room 
cost per 
night  

 Avg. 
Nights  

Total Bed 
Revenue 

Avg. 
weeks in 
operation 

% full 
capacity 

Other Off 
Road 10 222 104 4,067 

 $150 per 
person  4.9  $2,476,245  17.8 71% 

Coffman 
Cove 19 148 69 826  $80  5.0  $330,372  15.0 57% 
Thorne 
Bay 11 133 52 747  $100  5.0 $368,750 18.0 57% 
Klawock  10 106 42 536  $75  5.0 $196,950 16.0 57% 
Craig 18 197 105 4,105 $105 4  $1,628,252  varies varies 
Whale 
Pass* 9 80 33 909 

$100-
$150 4.5  $480,921  15 55%-71% 

Edna Bay, 
Hollis, 
Kasaan, 
Naukati, 
Port 
Alexander, 
other 10 46 22 256  $98  6.0  $105,062  16 60% 
St. 
Nicholas 
Road 4 44 24 470 $110 4.0  $206,976  16 70% 
Totals & 
weighted 
averages 91 976 451 11,917  $146 4.6 $5.8 million 18 62% 

Sources: Interviews with Boardwalk Lodge, King Fisher Lodge, Sportman’s Cove Lodge, Waterfall 
Lodge, The Outpost at Point Baker, Ruth Ann’s, Calder Mountain Lodge, Laughing Raven Lodge, City of 
Craig, Alaska Taxable. Note: Off road lodges, as well as the Lodge at Whale Pass were calculated using a 
per person per day method. All other estimates were derived using per room estimates.   
 
Method Two:  Lodging Revenue Based on Survey Analysis 
A simpler methodology uses Prince of Wales data acquired through visitor surveys as part 
of the AVSP Summer 2011 report. This publication makes several findings: 1) 15,000 visitors 
came to Prince of Wales in the summer of 2011; 2) Just over a quarter of visitor to Prince of 
Wales (26%) stayed with friends or family during their visit, rather than in hotels. In 
addition, interviews suggested that Port Alexander had approximately 100 visitors in 2012.  
Using AVSP figures for the number of visitors, and average nights on Prince of Wales, and 
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using a weighed per room average from Sheinberg Associates previous analysis of $146 per 
night per room, and assuming that each room is shared by two, total taxable lodging for 
POW room rentals is estimated at $5.7 million. 
 
For tax estimation, this report uses Methods Two’s lower estimate of $5.7 million.  
 

8B-4. Alcohol Tax 
 
According to AS 04.21.010(c),15 1985 was the last year in which a stand-alone alcohol tax 
could be instituted in a municipality. Alcohol taxes that were instituted before that time in 
three communities (Juneau, Craig and Kotzebue) are grandfathered-in and remain in effect. 
However, cities, boroughs, and unified municipalities in the State of Alaska may still levy 
an alcohol tax, as long as there is another sales tax (such as a lodging tax or a general sales 
tax).  In addition, the alcohol tax may not be higher than the other sales tax levied. For 
example, if a borough levies a lodging tax of 5%, it may also levy an alcohol tax of 5%. If a 
borough has a lodging tax and a general sales tax at different rates, the alcohol tax may not 
be higher than the higher of the two taxes. (These rules do not apply to Craig.) 
 
There are 10 boroughs and municipalities in Alaska now levying an alcohol tax, of between 
3 to 6%, with an average alcohol sales tax rate statewide of 5%.  Those using this tax in 
Southeast Alaska do so at average rate of 4.5%. Craig is the only city in a possible POW 
Borough with an alcohol tax; in 2011 its nine licensed sellers raised $118,487 in tax revenue 
off a 6% alcohol tax.   
 
There are 23 liquor licenses within the possible POW Borough area. There are 14 additional 
liquor licenses in Prince of Wales outside of Craig, including two in Coffman Cove, two in 
Point Baker, one in Klawock, two in Thorne Bay, one in Naukati, and one in Port Protection. 
An additional five are held by lodges outside city limits.16  
 
Sheinberg Associates used three methods to calculate potential alcohol tax revenue. The 
average of these estimates was $3.4 million. Based on this, total potential tax revenue for a 
borough-wide alcohol tax would be $34,000 for each 1% of taxation, or $203,900 for a 6% 
island wide tax.  Remember that this tax could only be levied if there was also an areawide 
sales or lodging tax at an equivalent or higher rate. 

                                                   
15 According to AS 04.21.010(c) a municipality may not impose taxes on alcoholic beverages except a "(1) 
property tax on alcoholic beverage inventories; (2) sales tax on alcoholic beverage sales if sales taxes are 
imposed on other sales within the municipality; (3) sales tax on alcoholic beverage sales that was in effect 
before July 1, 1985." 
 
16 There are no liquor licenses held in Port Alexander. Residents and visitors individually bring their own 
alcohol for personal consumption, and thus there are no taxable sales. 
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Method One: Known Sales Average Liquor License Assessment Model 
The first model used known data to extrapolate unknown data.  The first step was to 
determine average sales based on known sales.  Of the 23 liquor licenses active in the Prince 
of Wales Study area, Sheinberg Associates was able to obtain actual sales for 14 
establishments. Using the known information, liquor licenses were generally divided into 
two categories: seasonal permits and year round permits. This methodology calculates an 
estimated $3.3 million in alcohol sales annually in a POW Borough. 
 
Method Two: Known Sales Per Capita Assessment Model 
The second method was a per capita assessment model.  The first step was to determine an 
average or per capita value for alcohol sales in communities in which all data was known. 
Sheinberg Associates obtained complete sales data for Craig, Klawock, Thorne Bay, and 
Port Protection, as well as for other Alaska communities that tax alcohol sales.  On Prince of 
Wales, the annual average per capita sales was $966 per Craig resident. (This is similar to 
the per capita average sales for known state data).  
 
Sales data for Craig, Klawock, Thorne Bay, and Port Protection is approximately $2.5 
million annually.  Applying that sales rate to the 960 residing in Coffman Cove, Edna Bay, 
Hollis, Hydaburg, Kasaan, Naukati Bay, Point Baker, and Whale Pass results in an 
additional $927,000, for a total estimate of $3.4 million in annual alcohol sales for the 
borough using this methodology. 
 
Method Three: Average Liquor License Value Plus Lodge Visitors Model 
The final model was to examine average liquor license values for the island, along with “off 
the grid” lodge sales.  The first step was to determine the average sales for the 13 liquor 
licenses with known data and year round licenses, and apply the average value of the 
liquor license to the three remaining liquor licenses with year round liquor licenses. These 
averages cannot be applied to all of the liquor licenses, as seven of the liquor licenses are 
seasonal and connected to five lodges, including Waterfall Resort, Sportsman's Cove Lodge, 
Alaska's Boardwalk Lodge, The Outpost, and El Capitan. Three of the five lodges shared 
their alcohol sales data with Sheinberg Associates. According to these lodge owners, guest 
expenditures for alcohol during an average stay varied considerably based on the culture of 
the lodge experience and the existence of a bar in the lodge itself.  
 
Across all lodges 
interviewed, guests 
spent an average of $52 
per person on alcohol 
while staying at a 
lodge. Based on 
interviews with three 
facilities, and estimates 

Table 14. Method Three for Estimating Alcohol Sales 

Area Estimated Alcohol Sales 
Known Sales (year round licenses)  $2,641,245 
Other Estimated Sales (year round 
licenses) $609,518 
Estimated Seasonal Lodge Sales $206,838 
Total Sales $3,457,601 
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for the two other lodges based on facility size, it was determined that the liquor licenses 
held by the five lodges account for approximately $206,838 in annual alcohol sales. This 
method yielded a total estimate of $3.5 million in annual alcohol sales for the borough 
 
Averaging the results of these three methods gives an estimated $3.4 million in alcohol sales 
in a POW Borough. 
 

8B-5. Guide Tax 
 
The Lake and Peninsula Borough is the only borough or community in Alaska that imposes 
a guide fee. According to its Borough Code, the tax on guides is $3 per client per day.  There 
are an estimated 20,500 guided visitor days in the POW area (including Port Alexander) on 
an annual basis that could be subjected to a guide tax.  Accordingly, total potential tax 
revenue for a $1/day per guided visitor tax is $20,500 or $61,800 at a $3/day per guided 
visitor tax level. 
 

Table 15.   Estimated Number of Guided Visitors in a POW Borough 
Activity Guided Visitor Days 
Sports Fishing 18,875 
Hunting 625 
Cave Tours (Inner Seas Discovery Cave Tours) 1,000 
Total Guided Visitor Days 20,500 
@ $1 per person per day $20,500  
@ $3 per person per day $61,500  

 
Guided Sports Fishing The Economic Impact of Visitors to Southeast Alaska 2010-11 report 
(McDowell Group) estimates that there are approximately 15,000 visitors to Prince of Wales 
Island each summer. Using survey data from this report shows that 72% of all summer 
Prince of Wales visitors come to participate in sports fishing, including 35% who participate 
in guided fishing trips. According to these numbers, approximately 5,250 people pay for 
guided fishing trips.  Based on interviews with lodge owners, and an analysis of the most 
popular fishing packages offered, those participating in guided fishing trips fished for an 
average of 3.5 days. Therefore, 5,250 visitors using fish guides X 3.5 fish guide days = 18,375 
guided visitor days. In addition, there were an estimated 500 guided visitor days on Port 
Alexander.   
 
Guided Hunting  According to the ADF&G, over the past six years, there have been an 
average of 104 hunters per year participating in guided hunts in the Prince of Wales Island 
area. There are no statistics on the number of days per hunt, but a survey of ten websites 
advertise five or seven day hunts, suggesting that a six-day hunt is an appropriate average. 
Using these assumptions, there is an average of 624 guided hunting days in the Prince of 
Wales area per year. 
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Guided Caving  The only other major guided visitor activities in the area appear to be visits 
by the Inner Seas Discovery passengers to the island’s caves.  There are 70 people on each 
ship, and there is a one visit per week by a ship in the summer. Inner Seas pays for all of its 
passengers, whether or not they decided to participate.  There are approximately 100 day of 
the summer season, so 100/7 = 14 weeks x 70 passengers = 1,000 guided visitors days. 
 

8B-6. Employment Head Tax  
 
There are no communities in Alaska that currently levy an employment head tax.  In the 
1980s though Alaska levied a $5 per head employment tax annually whose revenue was 
dedicated to funding education. There are employment head taxes in many places in the US 
though and usually these taxes are levied per employee, per month.   
 
The average annual employment for Prince of Wales Island was 1,400 in 2011, based on 
Alaska Department of Labor statistics.  This includes 835 employees in the private sector, 
and 565 employees in the public sector.  Peak employment occurs in July, when there are 
1,586 employees working in the area.  Peak quarterly employment in Port Alexander adds 
another 23 employees (ALARI dataset).   
 
Accordingly, total potential tax revenue for borough-wide employment head tax would be 
approximately $1,420 per dollar of taxation per month, for potential revenue of $17,040 
annually.  A $5 per employee per month head tax would therefore generate $85,200 in 
income for the borough on an annual basis. A onetime annual levy in July of $10 per 
employee could raise $16,090. 
 

8B-7. Property Tax (locally assessed value, not FTV) 
 
Of the 19 boroughs in Alaska, 15 levy a property tax and four do not.  If a municipality 
chooses to levy a property tax, it may only do so on property that is "taxable".  All real and 
personal property is taxable unless it is exempted from property taxation.  It is important to 
acknowledge how scary the concept of property taxes can be because the ultimate 
consequence of not paying can be the taking of property. This is especially a concern in 
areas with lower incomes, high poverty rates, or people on fixed incomes, all of which are 
true in parts of this region. 
 
Required exemptions from municipal property taxes (AS 29.45.030) are the first $150,000 in 
value from the real property owned and occupied as the primary residence by a resident 
who is: (1) 65 years of age or older; (2) a disabled veteran including a person who was 
disabled in the line of duty while serving in the Alaska Territorial Guard; or (3) is at least 60 
years of age and the widow or widower of a person who qualified for an exemption under 
(1) or (2) above.   
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Under AS 29.45.050, it is permissible if the voters approve, to also exempt the assessed 
value that exceeds $150,000 of real property for these same groups. It is also permissible if 
the voters approve, to exempt up to $50,000 of the value of all residences. (Required 
exemptions are not included in the state’s calculation of Full True Value (FTV) of property 
when it determines the Required Contribution for education, but the optional exemptions 
are included in the state’s FTV calculation.)  
 
There are also 44 parcels in Klawock, Kasaan, and Hydaburg that would be exempt from 
any property taxes because they are Alaska Native Townsite parcels (see this report’s 
section 5D on Land Planning and Zoning and Native Allotments or Townsite Parcels).  
 
Craig is the only community in the Prince of Wales region that currently has a property tax. 
In 2011, its assessed property tax roll was $84.6 million, which, at 6.0 mills, generated 
$526,707 in property tax revenue. (Six mills equals 0.006, so for example the property tax 
due for a $200,000 home would be $1,200.)  
 
Sheinberg Associates used three different methods to determine what the locally assessed 
property value and tax in a possible POW Borough would be. Using mid-range estimates of 
these three methods, the areawide value of property is $231 million. The value of property 
that is outside of cities (non-areawide) was also calculated at $55.9 million. All estimates are 
based on current property so none include a mine.  
 
Method One: Known Property Per Capita Assessment Model (Table 16) 
The first method to develop an island wide property assessment used known property tax 
values provided by the state in the 2011 Alaska Taxable for Craig, Hydaburg, and Klawock, 
to develop a borough-wide model. The Alaska Taxable estimates a Full True Value of real 
and personal property for Klawock and Hydaburg. If a property tax were to be levied in a 
new borough, it would be based on a Locally Assessed Value, which is a lower amount.  
For Craig, the ratio between the locally assessed value of property and the state’s calculated 
full and true value of property is 66.76%.  For this report’s calculations, this same ratio of 
66.76% is applied to reduce the state’s FTV for Klawock and Hydaburg. The total assessed 
value was then divided per capita for these three communities yielding a weighted average 
of $56,800 per capita (sources: 2011 Alaska Taxable, 2010 US Census). This per capita 
property value was then applied to the remaining population. Using this methodology, the 
total taxable value for a POW Borough would be $230 million (including Port Alexander). 
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Table 16. Property Estimate using Known Property Per Capita Assessment Model 

POW Area 
2010 

Population 
Full True 

Value (FTV) 
Locally Assessed Value  

(not FTV) 
Klawock (2011 AK taxable FTV, 
discounted by Craig ratio) 755 $51,898,400  $34,647,372  
Hydaburg (2011 AK taxable FTV, 
discounted by Craig ratio)  376 $15,010,600  $10,021,077  
Craig real property only 1,201 $126,852,300 $87,784,500  
Per Capita Weighted Average for 
Klawock, Hydaburg and Craig  

 
$83,088  $56,798 

Remaining POW Borough 
Taxable Property Value 1,732 $143,908,477  $98,374,144  
Total Taxable Property Value 4,064 $337,669,777  $230,827,093 
 
Method Two - School District Property Assessment Model (Table 17) 
All areas within a city or borough school district are required to make a Local Contribution 
to support education equal to 2.65 mills (0.00265) of the full and true value (FTV) of real and 
personal property within the city or borough.  Because REAAs do not make a payment it is 
not a priority use of State Assessor time to assess property value in REAAs, but occasionally 
DCCED does prepare an estimate and did one in 2002. Neither Klawock nor Hydaburg 
have a property tax roll, but because they do make a contribution to support their school 
districts, the State Assessor does have an annual FTV for those cities.  
 
A weighted average of the change in FTV for property in Craig, Klawock, and Hydaburg is 
45% between 2002 and 2010. Therefore, this methodology simply inflates the 2002 estimated 
FTV of the Southeast Island School District by 45% as well. However, as with the first 
method, property tax will be taxed at a locally assessed value, which is estimated to be 
approximately two-thirds (66.76%) of FTV, or in this case, $206 million (Table 17, right 
column). 
 

Table 17. Property Estimate Using Alaska Taxable and State Assessor Data  

 

Full True Value 
2002 AK Taxable 
except  for SEI from 
State Assessor 

Full True 
Value 2011  
AK Taxable 

Locally 
assessed vs. 
full value 
ratio 

Locally Assessed 
Property Taxable 
Property Value 
(Not FTV) 

Craig City $102,394,800  $126,852,300  66.76% $84,686,595.48  
Hydaburg City $8,267,100  $15,010,600  66.76% $10,021,076.56  
Klawock City  $32,251,100  $51,898,400  66.76% $34,647,371.84  
Southeast Island  REAA $79,037,829  $114,744,270  66.76% $76,603,274.57  
Total Taxable Property 
Value $221,950,829  $308,505,570  

 
$205,958,318.45  
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Method Three - Using US Census ACS Occupied Dwelling Units in POW Borough Area 
A third estimate used the value of occupied homes in Craig, as determined by the US 
Census’s American Community Survey (ACS), as a proxy for total taxable property value.17  
Using this methodology (Table 18), the total taxable value for a POW Island Borough would 
be $258 million (including Port Alexander). 
 

Table 18. Property Estimate Using Alaska Community Survey Data on Occupied 
Dwelling Units 

 

Total 
Occupied 
Housing 
Units 

Avg. Value per 
housing unit 

Total Locally Assessed 
value, real property only (not 
FTV) 

Craig  562   $162,100   $91,100,200  
Remainder Prince 
of Wales 1,097  $152,100  $166,853,700 
Total  1,659  $257,953,900 

 
Averaging the results of the three methodologies yields an estimated property tax roll for a 
POW Borough of approximately $231 million. 
 
All the methods above include lodges. There are 91 hotels, bed and breakfasts, and lodges 
identified in the possible POW Borough, including 14 that fall outside city boundaries. 
Since the per capita method of determining value—method one—included lodges in Craig, 
Klawock, and Hydaburg—it was assumed that this method would also account for all 
lodges located within the borough area.  Method two included the state assessor’s estimate 
of the Southeast Island School District, which included all of the possible POW Borough.  
Method three used a proxy method, which again includes the value of lodges.   
 
Adding in a Large Mine 
Both the possible NiBlack and Bokan Mountain Mines in southeast Prince of Wales Island 
are proposed underground hard rock projects. Both are in exploration and pre-
development stages. Company literature and presentations suggest an initial 10 year mine 
life and what has become ‘typical’ mine infrastructure here in Southeast Alaska including 
an industrial port and barge landing, helipad, employee housing, offices and warehouses, 
roads, docks, underground tunnels and more.  
 
A property tax based on the assessed value of the infrastructure and personal property can 
be quantified and is less variable than a severance tax. In addition, when the mining is over 
the infrastructure and personal property still has taxable value, though likely not as high as 

                                                   
17 The US Census does consider home value when it measures the economy; however, it now has relegated property values to the 
American Community Survey (ACS), which has a margin of error of +/- $14,451 for Prince of Wales property values.   
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when active mining was occurring. Property tax does not tax the value of the minerals in 
the ground, which is not legal in Alaska.  
 
There is clear, court-tested methodology for property tax assessment on similar hard rock 
mines in Juneau at Greens Creek and Kensington (the latter had its first full year of 
production in 2011). Averaging the 2012 property assessments of these two mines shows 
taxable real property values of $118,100,000, and an average taxable personal property 
value of $53,901,600, yielding a total taxable assessed value average of $171,985,600.  This is 
a good figure to assume for the assessed value of a NiBlack or Bokan Mountain Mine. One 
mine would increase the locally assessed value of property in Prince of Wales Island to $402 
million. Property tax generated for the borough with and without a mine would vary 
depending on the mill rate levied. Revenue examples are on Table 19 (and Table 10).   

 
Table 19. Property Tax Estimates 

Property Tax Estimates 
Potential Borough Tax 

Revenue 
Assumption:  Prince of Wales Taxable Property = $231 million 

per 1 mill  $231,000  
mill rate of 2.65 $612,000  
mill rate of 6.0 $1.39 million 
mill rate of 10.0 $2.31 million 

Assumption:  Prince of Wales Taxable Property with Mine = $402 million 
per 1 mill  $402,000  
mill rate of 2.65 $1.06 million 
mill rate of 6.0 $2.41 million 
mill rate of 10.0 $4.02 million 

 
8B-8. Severance Tax and Payment-in-Lieu-of-Tax (PILOT) on Mining & Resource 
Extraction 

 
Severance taxes are a type of excise tax, which levies a tax on the performance of an act, in 
this case, the severing of natural resources from the place where they are located. This is 
another option, rather than a property tax on mining.  
 
The Denali, Yakutat, and Northwest Arctic Boroughs all levy a severance tax on mineral 
extraction (severing from the borough) rather than a property tax. Denali Borough’s code 
(Denali Borough Code chapter 3.30) charges $0.05 per ton for gross production of coal and 
limestone, and $0.05 per cubic yard for gravel. In 2012 it collected $32,299 from severance 
taxes.  
 
The City and Borough of Yakutat has a severance tax (Yakutat Code chapter 6.56) for 
gravel, sand, rock and coal at the rate of $0.15 per ton severed, and for copper, gold, silver, 
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zinc, lead, molybdenum, or other metallic mineral products, at the rate of 4% of gross 
production value.  However, Yakutat has not collected a severance tax on mining or 
removal of these resources yet.  
 
The Northwest Artic Borough, home to the Red Dog Mine, also has a severance tax 
(Northwest Arctic Code, chapter 7.10)  levied on extracting and mining of copper, gold, 
silver, zinc, lead, molybdenum, or other metallic mineral product, compound, or 
combination of mineral products, and, on mining, quarrying or sale of gravel, sand, gravel, 
rock or coal. Their code is set up to levy  on any severer of certain natural resources, an 
excise tax, denominated as a severance tax. Unless the assembly, by July 1st, adopts an 
alternative borough-wide mill levy, the tax rate is 30 mills, which is multiplied by the gross 
production value of resources severed for the calendar quarter.  The gross production value 
is defined as the value per unit measured according to industry standards at the point of 
severance multiplied by the number of recovered units of the natural resource sold during 
the calendar quarter. Exemptions are allowed if the severer’s annual gross production does 
not exceed $1,000,000 annually, or, if there has been execution of a payment-in-lieu-of-taxes 
(PILOT) agreement between the borough and a severer, consistent with the terms of the 
PILOT agreement.  
 
Rather than use its severance tax, the Northwest Arctic Borough has always opted for a 
PILOT agreement as the basis for its mining tax. The Red Dog Mine’s PILOT agreement has 
provided the following revenue to the Northwest Arctic Borough: 
2011    $9.7 million 
2010    $6.2 million 
2009    $6.7 million 
2008    $10.9 million 
2007    $7.7 million 
 
Other places in Alaska with excise or severance taxes include a 1.05% severance tax in 
Akhiok (may no longer be active), several Bristol Bay area local fish taxes which are actually 
severance taxes based on the point where the fish is removed from the water (not on where 
the fish is processed), and Kodiak Island Borough has a 1.05% severance tax.   
 
Sealaska Corporation has fee estate to the rock resources on ANCSA land in the POW 
region. There is a major pit in Klawock and several others around the area. Sealaska’s rock 
sales have varied from about 80,000 to 170,000 cubic yards annually over the last several 
years, and a good estimate for future annual sales is 120,000 cy. The amount of rock sold 
varies directly with the amount of road and construction projects in the area.   
 
In addition to Sealaska, there is major rock pit in Hydaburg whose sales would also be 
taxable, and a leased state pit near Hollis. There are also several rock pits on Forest Service 
land. Sometimes the Forest Service makes its rock available for free or very low cost to 
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contractors on its projects, which can seem like unfair competition by the federal 
government.   
 
An estimated 120,000 cy of gravel and rock sales annually, with an imposed $0.05 cents/cy 
tax rate similar to other places in Alaska, would yield $6,000 a year in revenue.  
 

 8B-9. Property or Severance Tax on Timber Harvest  
 
Timber harvest, like other development activities and resource uses, can be taxed. Harvest 
on ANCSA lands is only taxable during the time of harvest; after harvesting is completed 
the land reverts to nontaxable status. In Southeast Alaska, past timber harvest by Sealaska, 
Shaan-Seet, Shee Atika, Goldbelt, Klawock Heenya and other Native Corporations has been 
subject to a property tax during the time of harvest by the City and Borough of Sitka, 
Ketchikan Gateway Borough, City of Craig, and others. Harvest on federal land cannot be 
taxed per se, but if a contract is let to a private contractor to do the harvest and it is a 
bankable asset of that contractor some assessors suggest it may be possible to tax the 
harvest, but it is not clear or certain.  
 
In Craig, harvest within city limits 20 years ago in the mid-1990s was generally assessed at a 
rate of $1000/acre and $150,000 lineal road mile during the harvest period. Using the 
Anchorage Consumer Price Index (CPI), the inflation-adjusted value today of a $1000/acre 
assessment would be $1500/acre. 
 
Yakutat may be the only place in Southeast Alaska that has recently taxed a timber harvest. 
Yakutat has a severance tax (YMC Chapter 6.56) that levies $5.00 per Mbf (thousand board 
feet) on timber severed from lands within the Borough. In 2007, Yakutat collected $169,006 
from two timber harvests.  
 
Sealaska Corporation shared its average annual timber harvest data from the area to assist 
with this study and enable a tax estimate.   
 

Table 20.  Taxable Value of POW Timber Harvest 
Method I-Property Tax Method 2-Severance Tax 

Assumed  
annual acres 

harvested Assumed value 
Property 
Tax Levy 

Est. 
ANNUAL 

TAX 
Assumed annual 
volume harvested 

Severance 
Tax 

Levy 

Est. 
ANNUAL 

TAX 

1,843 acres 
$1,500/acre= 
$2,764,500 

@ 2.65 mill $7,464 
67,000 Mbf 

$5.00 per 
Mbf 

$335,000 
@ 6 mill $16,587 

Sources: City of Craig; City and Borough of Yakutat; C. Klukshan, Yakutat finance director;  W. Zammit, Sealaska 
Corporation; C. Horan, assessor; P. Palkovich, DNR 
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If there was to be a timber tax, a severance tax based on stumpage or volume harvested is 
preferable for several reasons. First, if basing it instead on acres it would likely require a 
case by case determination of the actual acreage disturbed because some harvest methods 
and projects such as salvage of old logging slash, thinning, and selective harvest do not 
disturb the entire acreage. Unless a case by case determination was made it would place an 
unfair tax burden on the land owner that is not clear cut logging. Also, there is recent 
precedent to use a severance tax based on volume harvested (Yakutat). Finally, based on 
realistic estimates of harvest volumes in a hypothetical POW Borough a tax based on Mbf 
harvested would raise more revenue for the borough.   
 
All private timber harvesters must file a Detailed Plan of Operations (DPO) with the state 
DNR that notifies the state about the intended acreage to be harvested. However, these 
reports tend to overestimate the actual acres harvested because operators want to ensure 
they are covered for all possible operations for the year, and, as noted above the actual 
harvest and disturbed land varies depending on the type of project and harvest method.  
The number of acres that DNR Division of Forestry was notified would be subject to timber 
harvest in the possible POW Borough in 2007, 2008 and 2012 was averaged and is 11,472 
acres.  
 
 
9.  Develop Two Realistic POW Borough Budgets 
 
Develop Two Realistic POW Borough Budgets, for a Borough that:  

1. Exercises mandatory duties only (schools, planning, taxation) (see Section 2A in this 
report) or that,  

2. Additionally exercises areawide economic development and emergency planning 
services, and non-areawide (outside of cities) transportation and harbors (see Section 
2B in this report). 

 
9A. Summary 
 
If a Prince of Wales (POW) Borough existed today, its annual expenditures to provide only 
the three mandatory borough duties (education, planning and taxation) would be 
approximately $2.5 million (which includes $1.3 million to support education) plus an 
additional $1.5 million to revenue share with communities, bringing the budget total to $4.1 
million. This includes one-time transition costs. If additional services including areawide 
economic development and emergency management, and transportation/harbor 
maintenance outside of cities are offered, then the borough budget would be about $4.7 
million (includes education funding and borough revenue-sharing to cities and 
communities).  
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The approach used to prepare the POW Borough budget was to: 

6. Identify realistic borough operating expenses ($2.5-$4.7 million). 
7. Deduct reasonable estimates of state and federal revenue ($5.5 million to $539,000, 

depending upon assumptions about future payments). 
8. Identify the ‘gap’ remaining that local revenue would need to fill in order to provide 

a balanced budget ($0-$3.1 million). Given likely declines in federal revenue the 
higher gap ($3.1 million) may be more realistic if high support for education is 
desired. 

9. Estimate the revenue that varying local tax options could provide.  
10. Suggest, as an example, three local tax scenarios to balance the budget.   
 

9B. Introduction 
 
When considering the budgets in this report it is important to realize that the data is a 
‘snapshot in time’ and will shift as funding changes. Other sections of this report detail 
anticipated state and federal revenue, and review local revenue tax options.  This section 
aggregates this data into sample borough budgets.   
 
The budget figures for a Prince of Wales Borough are based on Fiscal Year (FY) 12 or 13. 
Expenditures account for future inflation by increasing salaries and all regular costs 2% per 
year and increases education contributions to give an Additional Local Contribution of 
twice what is required, as the three city school districts have been doing. Overtime 
expenditures will certainly vary from what is depicted, but the data shows trends and is a 
picture of POW Borough budget.   
 
The borough budget includes 7 to 11 full time equivalent employees, depending on whether 
more than the three mandatory services are provided. Salaries and benefit levels are based 
on compensation levels in similar rural boroughs with multiple communities in Alaska.   
 
Three scenarios are presented for a POW Borough expenses, revenues and overall budget: 
 
Scenario 1/Column A – This is if the POW Borough existed now, in FY 12/13.  These are the 
reasonably expected state and federal revenues. Compared to the status quo it includes $1.4 
million more in Secure Rural Schools (SRS), $300,000 more in State Community Revenue 
Sharing(CRS), and slightly less federal Payment in Lieu of Taxes (PILT).  
 
Scenario 2/Column B – This is also a scenario for a FY 12/FY 13 year 1 POW Borough; 
however, here the amount of SRS has been reduced in half due to the federal government’s 
possible overestimation of this revenue, and, the estimated state (DOR) shared fish business 
tax revenue to the region is the area’s 6-year average, rather than FY 12.   
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Scenario 3/Column C – This is the POW Budget 4 years into the future, but is also 
essentially a “worst case scenario” from a state/federal revenue perspective. Here, there is 
no more SRS or PILT funding from the federal government and State Revenue Sharing is 
reduced by 40 percent. This scenario yields a $2.2 - $3.1 million “gap” between expenses 
and state and federal revenue that must be filled by local taxes. It also assumes 4 years of 
2% annual salary and cost increases, and giving a significant additional contribution to 
support education (of twice what is required, as the three city school districts did in FY 
12/13). Borough revenue share with cities and communities is reduced equivalent to the 
regional reduction in these revenues.  
 
9C. Borough Expenses  
(a “Line-by-line” guide to Table 21, Borough Expenditures) 
 
1. Rows 1-33 are expenses associated with a POW Borough that only exercises the three 

mandatory powers: education, planning and taxation. 
• Rows 1-19 show regular borough salaries and expenses. 
• Rows 20-22 show the local contribution to support POW School District 

education.  These rows show the Required Contribution, plus, assumes an 
Additional Local Contributions by the borough for education of approximately 
twice what is required (giving at a similar level as what the three city schools 
districts do now. These assumptions are explained in the Impact to Schools 
section of this report. The value behind this assumption is a high investment in 
education, which the area would need to affirm if it proceeds with borough 
formation.  

• Rows 23-28 show one-time transition expenses as the borough government gets 
organized; after three years transitional funding from the state ends.  

o There are three columns with data on the expenditure (and revenue) 
tables. Columns A and B both depict Year 1 under different assumptions 
about the level of state and federal support. Column C is Year 4 data, after 
all one-time transition revenues and expenses are completed, and also 
assume drastic cutbacks have occurred in state and federal revenue.   

• Row 29 shows all borough expenses including regular, education and one-time 
transition. 

• Rows 30-33 show a Borough Revenue Sharing program with the 
cities/communities, and a Borough Capital Grant program for 
communities/cities. Row 30 is revenue that went to cities and communities before 
borough formation but that would now go to the borough. This revenue 
sharing/pass-back program would hold cities/communities “financially 
harmless” as a result of borough formation This is explained in more detail in 
Chapter 7 of this report. A key issue is whether these revenues are paying for 
duties that the borough has now assumed (in which case the revenue should stay 
with the borough) or if this revenue is needed by cities/communities to provide 
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services that they were and still are doing. Row 30, columns B and C, show 
reduced revenue share with communities that is equivalent to the borough’s 
assumed reduction in these revenues.  

•  Row 33 shows all borough expenses if it includes the pass-back/revenue sharing 
and capital grants program. 

 
2. Rows 34-45 are for a POW Borough that in addition, provides areawide emergency 

management services and economic development, and non-areawide (outside of 
cities) transportation and harbor services. 

• Row 44 includes all borough expenses, except the pass-back/revenue sharing and 
capital grants program. 

• Row 45 shows all borough expenses, including the pass-back/revenue sharing 
and capital grants program. 

 

Table 21 
POW Borough Expenditures  

A 
 

FY 12/13- 
if POW  

Borough 
Existed 

B 
 

FY 12/13 - 
 if POW Borough, 

SRS reduced by 50%, 
fish rev is 6 yr ave 

C 
Year 4 - 

Transition Over, 
Assume NO SRS or 

PILT, State CRS 
down by 40%, 2% 

ann wage inc. 
EXPENDITURES – BOROUGH  WITH 3 MANDATORY DUTIES ONLY 

1 Mayor ($1000 month, assume strong manager govt) $12,000  $12,000  $12,734  
2 Assembly Comp. ($500/mon*7 +$50/month gas) $46,200  $46,200  $49,028  
3 Travel: Mayor, Assembly,  Staff (15 trips @ $2500 ea) $37,500  $37,500  $39,795  
4 Training: Staff (conference fees & related) $10,000  $10,000  $10,612  
5 Borough Manager (salary, benefits) $126,000  $126,000  $133,712  
6 Borough Clerk (salary, benefits) $89,000  $89,000  $94,448  
7 Asst Clerk/Secretarial/Reception (salary, benefits) $49,400  $49,400  $52,424  
8 Borough Finance Officer (salary, benefits) $98,800  $98,800  $104,847  
9 Finance Clerk (salary, benefits) $49,400  $49,400  $52,424  
10 Accounting Clerk (salary benefits) $49,400  $49,400  $52,424  
11 Borough Planner/Grant-Writer (salary, benefits) $91,000  $91,000  $96,570  
12 Legal Assistance $50,000  $50,000  $53,060  
13 Lobbyist $25,000  $25,000  $26,530  
14 Plan. Commish Comp($250/mon, 50/mon gas,1 trip ea) $35,700  $35,700  $37,885  
15 Phone, internet, supplies, copies, etc. $60,000  $60,000  $63,672  
16 Building Utilities, Fuel  $50,000  $50,000  $53,060  
17 Insurance $25,000  $25,000  $26,530  
18 Contingency/Other $50,000  $50,000  $53,060  
19 Subtotal personnel & regular expenses $954,400  $954,400  $1,012,817  
20 Required Contribution Education  $848,000  $848,000  $926,632  
21 Additional Contribution Education $452,000  $452,000  $800,000  
22 subtotal education expenses  $1,300,000  $1,300,000  $1,726,632  
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Table 21 
POW Borough Expenditures  

A 
 

FY 12/13- 
if POW  

Borough 
Existed 

B 
 

FY 12/13 - 
 if POW Borough, 

SRS reduced by 50%, 
fish rev is 6 yr ave 

C 
Year 4 - 

Transition Over, 
Assume NO SRS or 

PILT, State CRS 
down by 40%, 2% 

ann wage inc. 
23 Transition: Planning $20,000 $20,000   
24 Transition: Taxation $30,000 $30,000   
25 Transition: Purchase: GIS, vehicles, computer, other $150,000 $150,000   
26 Transition: Legal $50,000 $50,000   
27 Transition: Other $50,000 $50,000   
28 subtotal, transition expenses $300,000  $300,000  $0  
29 Option 1: Total personnel/regular, education, transition $2,554,400  $2,554,400 $2,739,449  

30 
Borough Revenue Sharing- Pass back SRS “Roads”, PILT, 
& Fish Business Tax to cities and CRS to communities 

$1,481,130  $877,832  $237,648  

31 Borough Capital Project grants $100,000  $100,000  $100,000  
32 subtotal pass backs& grants $1,581,130  $977,832  $337,648  

33 
Option 2: Total personnel/regular, education, transition 
& pass backs/grants $4,135,530  $3,532,232  $3,077,097 

EXPENDITURES – BOROUGH  WITH ABOVE PLUS AREAWIDE EMS & ECONOMIC DEVELOPMENT,  
& NON-AREAWIDE (OUTSIDE OF CITIES) ROADS/HARBORS 

34 1/2 time economic development director $46,900 $46,900 $48,795 
35 1/2 time EMS coordinator/grant writer $46,900 $46,900 $48,795 
36 Transportation planner/manager $91,000 $91,000 $94,676 
37 2 Equipment Operators $150,000 $150,000 $156,060 
38 Road maintenance equip, local matches for purchase $100,000 $100,000 $104,040 
39 fuel, utilities, building use $75,000 $75,000 $78,030 
40 additional insurance $10,000 $10,000 $10,404 
41 admin support 1/2 time $49,400 $49,400 $51,396 
42 additional supplies, internet, phone etc $30,000 $30,000 $31,212 
43 subtotal, additional expenses $599,200 $599,200 $623,408 
44 Option 3: Total ‘extra’ duties, and all but pass back/grants $3,153,600 $3,153,600 $3,362,857 
45 Option 4: Total, ‘extra’ duties and all else $4,734,730 $4,131,432 $3,700,505 
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9D. Borough Revenues 
 (a “Line-by-line” Guide to Table 22, Borough Revenues) 
 
Chapter 7 of this report on “Affects to Federal and State Revenue”, and Chapter 8 on 
“Options for Raising Local Revenue” provide explanations for the data and assumptions on 
Table 22. All scenarios assume Port Alexander is part of the borough. For simplicity 
multiple scenarios removing Port Alexander are not included here but the revenue 
implications are available for viewing in the two chapters noted above.   
 
1. Rows 1-8 show reasonably expected state and federal revenue to the Borough under 

the three scenarios/columns A-C, described in the Introduction. The estimates in 
Column A were all provided by the respective state or federal fiscal analysts.   

 
2. Rows 9-12 are critical. They show the result after state and federal revenue is 

deducted from borough expenses.  If a POW borough existed now (Column A) there 
would be surplus of $780,000 to $2.9 million. Under the more conservative revenue 
assumptions in Column B, a deficit of $316,000 would be expected after revenue was 
shared with cities and communities (if not shared a surplus would result). Column C 
shows year 4, with an assumed zeroing out of federal revenue and reducing major state 
revenues by 40%, but still providing strong support to education, yielding a gap that 
must be filled by local tax sources to balance the budget of between $2.2 and $3.1 
million. 

 
3. Go to Table 10 for a “Menu” of options for Raising Local Tax revenue in a POW 

Borough. 
 
4. Rows 13 –36 presents three sample POW Local Tax Options 

• Option 1, in rows 13-21, spreads taxes among all parties but does not include 
any property tax. It could raise an estimated $2.99 million, or up to $4 million if 
there was a mine and a PILOT agreement equivalent to 6 mills. 

• Option 2, on rows 22-33, utilizes almost all tax types but at very small levies 
for each. It includes a 2.65 mill property tax. This scenario could generate $2.5 
million in revenue or up to $3.2 million if there was a mine and a PILOT 
agreement equivalent to 4 mills. 

• Option 3, on rows 34-36, relies on a 10 mill PILOT agreement with an 
operating mine, and a 2% areawide sales tax only. It would generate $3.1 
million. 

• These options are presented to show differing tax approaches. If the area decided 
in the future to move forward on borough formation, it would prepare a Petition 
that included the desired local taxation option to align with regional services, 
costs, and preferences.  
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Table 22 
POW Borough Revenues 
 

A 
 
 

FY 12/13- 
 if POW  
Borough 

B 
 

FY 12/13- if POW 
Borough, SRS  

reduced by 50%, fish 
rev is 6 yr ave 

C 
 

Year 4 - 
Transition Over, 

Assume 
NO SRS or PILT, State 

CRS down by 40% 
Federal & State Revenue                                                                                                                              “worst case” 

1 Federal SRS Schools & Roads $3,316,610  1,658,305 $0 
2 Federal SRS Projects $272,806  $136,403  $0  
3 Federal PILT $672,485  $336,243  $0  
4 Community Revenue Sharing $615,745  $615,745  $369,447  
5 State DOR Shared Fisheries Business Tax $281,362  $114,787  $114,787 
6 State Shared Fisheries Business Tax (DCCED) $54,363  $54,363  $54,363  
7 State Borough formation grant $300,000  $300,000  $0  
8 subtotal state and federal $5,513,371 $3,215,846 $538,597 

State/Federal Revenue less Borough Expenses 

9 
Borough Option 1  
(3 powers only, no rev share w communities) 

$2,958,971 $661,446 -$2,200,852 

10 
Borough Option 2  
(3 powers only, with rev share w communities) 

$1,377,841 -$316,387 -$2,538,500 

11 
Borough Option 3  
(added powers, no rev share w communities) 

$2,359,771 $62,246 -$2,824,260 

12 
Borough Option 4  
(added powers, with rev share w communities) 

$778,641 -$915,587 -$3,161,908 

For full “Menu” of Local Tax Options  - see Table 10 
Need to raise $0 to $2.5 million to erase deficit 

Local Tax Option 1: Spread Tax To All, But No Property Tax 
13 3% areawide sales tax $2,130,000 
14 $10/box sport fish tax $201,000 

15 
5% areawide lodging tax (exempting Klawock, Thorne Bay and Port 
Alexander)  $257,648 

16 6% alcohol tax $204,000 
17 $3/Mbf timber $201,000 
18 5 cent/cy gravel $6000 
19 TOTAL $2,999,648 

20 
If mine opens, negotiate PILOT for 6 mill equivalent 
-  this allows borough to reduce other taxes or start savings to provide 
match for CIP, etc $1,026, 000 

21 Total with mine $4,025,648 
Local Tax Option 2  - Very Small  Tax Rates Spread Out And 2.65 Mill On Property 
22 2% areawide sales tax $1,420,000 
23 $5/box sport fish tax $100,500 
24 2% areawide lodging $114,000 
25 2% alcohol $68,000 
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Table 22 
POW Borough Revenues 
 

A 
 
 

FY 12/13- 
 if POW  
Borough 

B 
 

FY 12/13- if POW 
Borough, SRS  

reduced by 50%, fish 
rev is 6 yr ave 

C 
 

Year 4 - 
Transition Over, 

Assume 
NO SRS or PILT, State 

CRS down by 40% 
26 $1/day guided visitors $20,500 
27 $1/month employee tax $17,040 
28 2.65 mill property tax  $612,150 
29 5 cents/cy gravel $6,000 
30 $2/Mbf/timber $134,000 
31 TOTAL $2,492,190 

32 
If mine opens, negotiate PILOT for 4 mill equivalent 
-  this allows borough to reduce other taxes or start savings to provide 
match for CIP, etc $684,000 

33 Total with mine $3,176,190 
Local Tax Option 3  - Tax Mine & Sales Only 

34 
If mine opens, negotiate PILOT for 10 mill equivalent 
-  this allows borough to reduce other taxes or start savings to provide 
match for CIP, etc $1,710,000 

35 2% areawide sales tax $1,420,000 
36 TOTAL $3,130,000 

There are Multiple Local Tax Options, Depending on Local Preferences, Services and Costs 
 

 
9E. Conclusion 
 
The POW Borough budget would be between $2.5 and $4.7 million depending on how 
much was given to support education, whether any additional services beyond the three 
mandatory are offered, and whether a revenue sharing program with communities and 
cities was established. State and federal revenues are changing now, and would provide an 
estimated $5.5 million to $539,000. The lower figure is more realistic. To balance the POW 
Borough budget, from $0 to $3.1 million would be needed, but given likely federal funding 
reductions the higher figure is more realistic.  
 
The analysis in Chapter 8 shows that the region has the capacity to raise local tax revenue 
from a variety of sources and activities. Three local tax options presented in Table 22 all 
balance the borough budget by generating from $2.5 million to over $4 million annually. 
Some assume an operating mine is on the island, others do not.  
 
If borough formation did proceed in the future, residents would need to choose which taxes 
and at what rates they intend to use. Ultimately, these decisions would be documented in 
the Petition to form a Borough for all to review.    
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10. What is the Impact of Borough Formation on Area Schools? 
 
10A. Overview 
 
Estimated total education revenue if a POW Borough School District formed is provided by 
the Alaska Department of Education and Early Development (DEED), Division of School 
Finance (Tables 28 A-D and 29 A-D). Results depend on estimates and assumptions 
including what the full and true value (FTV) of property in a POW Borough would be - 
which depends on whether or not one or more mines open among other assumptions, and 
on how large the additional local contribution (ALC) will be that a POW Borough would be 
able to make to support education above what is required.   
 
Using FY 12 as the baseline year and assuming status quo conditions so that change due 
only to borough formation can be identified, and using reasonable assumptions for 1 and 2 
above (explained in other parts of this report), the estimated state aid for education if a 
POW Borough School District was to form varies from about $400,000 less than the current 
$12.7 million (or $12.4 million without Port Alexander) for the four school districts 
combined, to $100,000 more (so 3% less, to 1% more). Thus, if conditions hold more or less 
constant borough formation will not result in a significant financial windfall or loss to POW 
area schools. If a mine opened and as a result, the island’s property value increased along 
with the required local contribution to support schools, and this reduced the borough’s 
ability to make an ALC, forecasted education revenue would decrease by $1.3 million (10%) 
to $11.5 million. The most important factor in determining total school revenue that the 
borough can directly control is how much ALC it gives to support education, which is 
directly linked to the amount of local taxes residents chose to pay to support education.    
 
It is also important is to recognize that while status quo conditions are used to generate an 
“apples to apples” comparison with current “no-borough” conditions, status quo 
conditions are not occurring because: 

4. Federal impact aid is decreasing (FY 14 is estimated at 30% less than in FY 12); 

5. Federal Secure Rural Schools (SRS) funding, which cities and boroughs in Southeast 
Alaska have been using to make their required contribution to support education, 
just ended (last year SRS provided $1.7 million collectively to Craig, Hydaburg and 
Klawock to support schools); and  

6. While inflation and costs increase, the State Legislature has not increased the Base 
Student Allocation for education since 2010.  

 
The three changing conditions above have nothing to do with borough formation but will 
result in reduced education financing in all of Southeast Alaska. Regional Education 
Attendance Areas (REAAs) like Southeast Island School District will be less affected by 
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these declines because no local government must make a required (or additional) local 
contribution to support education. However, there also is no option for an REAA to raise 
additional revenue beyond what the state and federal government provide to it.  
Other education questions analyzed in this chapter are:   

3. Are there challenges to overcome or opportunities to gain due to forming a unified 
borough school district? Research shows there are both.  

4. Will forming a unified borough school district allow some expenditures currently 
going to district administration to be reallocated to instruction? Research yields a 
mixed answer. 

The next part of this education section addresses the two questions above; the last part of 
this section looks at school revenue implications in detail. 
 
10B. How Would Forming a POW Borough Affect School Districts in the Study Area: 
Challenges and Opportunities   
 
Education would be the predominate service offered by a POW Borough.  Quality of 
education is typically very important to residents and those evaluating borough formation 
often state that the borough must either not harm or must enhance the quality of their 
children’s education before they could consider a ‘yes’ vote on borough formation. 
 
If a Prince of Wales Borough formed, within two years, a new Prince of Wales School 
District would form and the City of Craig, City of Klawock, City of Hydaburg, and 
Southeast Island Rural Education Attendance Area (REAA) School Districts would dissolve 
and their liabilities and assets would be assumed by the new POW School District18. The 
POW School District would operate under the authority of a newly elected Prince of Wales 
School Board.   
 
Once a POW Borough School District was up and running, the day-to-day “school life” of 
students would not be significantly different than it is now - there would still be separate 
schools with their own principals and the same school names, sports teams, uniforms, 
bands, and rivalries.  School sports would compete in the same Alaska School Activities 
Association (ASAA) leagues as they do now (1A, 2A). Presumably school choice, as there is 
now, would continue though it would be a school board matter. It would be easier to share 
administrative and classroom resources, supplies, curriculum, and facility assets because all 
would now be under a common administrative umbrella. 
 
The process to form a POW Borough School District would be challenging. The three Prince 
of Wales area school district superintendents were interviewed to prepare this report (one 

                                                   
18  If Port Alexander is not part of a POW Borough and School District it would be the only remaining 
school in Southeast Island School District, which it is assumed would then still continue.  
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superintendent currently serves two districts). Two suggest that while it will be very 
challenging and painful, a single school district is needed because school enrollments are 
declining and financial support for schools is being reduced. They believe a single 
(borough-wide) school district would allow more flexibility in designing the educational 
program and allow a greater proportion of overall education funding to be directed to pupil 
services.  Thus, a borough school district is needed to maintain quality education – 
particularly at the high school level – as the number of pupils and overall funding including 
federal Secure Rural School (SRS) revenue declines (SRS helps local governments make 
their required contribution for education). A third POW area school superintendent is 
concerned however that the challenges could outweigh the benefits.  
 
It would probably take a full year to outline and accomplish a well-thought out process to 
form a POW School District.  For this reason it probably makes sense to wait until year two 
after a POW Borough formed to assume education. Some of the challenges and 
conversations described below would need to be addressed, some even before a vote on 
borough formation occurred.  Among the challenges are:  

• Negotiations to identify the wage and benefit packages that would be offered, 
positions, and how seniority in the four current districts would be handled.  

• Acknowledging and overcoming negative feelings and attitudes remaining from 
pre-1981 when there was a single Klawock and Craig high school.  

• Acknowledging an issue that is just below the surface now, that if funding and 
enrollment cutbacks continue there might be a time in the future when a single high 
school would be reconsidered. This is actually about funding and enrollment 
reductions and not directly linked to borough formation; but if there were a single 
school district it would allow easier consideration of this option.  

• Discussing the concern of smaller communities, that a POW Borough School District 
and Board would not understand small community issues. These are matters such as 
the critical importance of the school in the social, cultural and economic life of small 
communities; that if the school closes, it is the “beginning of the end” for the 
community; that school jobs in small communities are some of the only family-wage 
paying jobs and thus very important. 

• Discussing and developing a POW Borough School District policy on keeping 
schools open/providing support to small schools with between 10-20 pupils, as 
several Southeast Island schools are this size.  Another question to discuss is what 
the district policy would be when a school has less than 10 pupils, the size below 
which the state no longer provides state education aid.  
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• Because Craig, Klawock, and Hydaburg19 are used to having their own elected 
school boards, a POW School District should, in addition to the elected School 
Board, establish Advisory School Boards in communities per AS 14.12.035 to help 
provide input to the POW School Board on ‘local’ school matters and retain a direct 
level of involvement by these community’s parents and leaders in school 
administration20.  

The process of forming a POW School District would be something like the following:  

1. A Transition Plan is developed as part of preparing a borough formation petition. It 
is an orderly list of activities and actions that must occur if a borough formed.  
Current school administrators and school boards could outline the decisions and 
conversations that the new school board/superintendent need to accomplish, and 
provide written guidance.  

2. Elect the POW Borough School Board.  

3. The POW Borough Assembly directs the School Board to hire a superintendent.  

4. The POW School District superintendent and School Board accomplish the tasks set 
out in the Transition Plan, including setting district policies, establishing/negotiating 
wage and benefit packages, preparing the budget, etc.   

In addition to the challenges, at issue is whether there are benefits that can result from 
being part of a unified borough school district.  One benefit is that a borough has the ability 
to raise local revenue to support education, through taxes and fees on activities and land in 
the borough. Given current and expected state and federal declines to education funding 
this is not an insignificant benefit. A related benefit is a POW Borough could issue bonds 
for school projects in the region. 
 
The Kodiak Island Borough School District superintendent (Mr. Stewart McDonald) was 
interviewed as part of this report’s research and he describes benefits his region has 
experienced in the last four years that resulted from deliberate decisions and governance 
changes in the school district that could only have been possible as part of a unified 
borough school district. His observations serve as a case study from one school district that 
                                                   
19 In Southeast Island (SEI) REAA School District communities are familiar with being combined for 
School Board purposes; currently SEI has one representative from a Thorne Bay election district, and four 
representatives from a district that includes Big Salt Lake, Calder Bay, Cape Pole, Coffman Cove, Dolomi 
Bay, Edna Bay, El Capitan, Hollis, Hyder, Kasaan, Labouchere Bay, Long Island, Marble Island, Naukati, 
Point Baker, Port Alexander, Port Alice, Port Protection, Portage Bay, Rowan Bay, Smith Cove, View 
Cove, and Whale Pass.  
 
20 AS 14.12.035 Advisory School Boards in Borough School District.  A borough school district board may 
establish advisory school boards, and by regulation shall prescribe their manner of selection, 
organization, powers, and duties. 
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while having many more pupils that POW, similarly has about half its schools on-the-road-
system “in-town” and half are smaller village schools on more remote islands21.  
 

10 B-1. Kodiak Island Borough School District Case Study 
 
The flexibility of being unified and the reality of having in-town schools that deliver 
education services at a lower cost per pupil than in the district’s smaller rural schools 
allowed the Kodiak Island School District the flexibility to institute a uniform, scalable 
staffing and funding formula in the district to provide a minimum level of support to 
smaller rural schools without sacrificing overall educational quality.  For example, the 
school district guarantees that all schools with between 10-20 pupils will always get two full 
time teachers, and then each incremental addition of 10 students provides added 
resources.  If a school falls below 10 pupils they move to correspondence but maintain the 
school facility encase enrollment rises again (as it did on POW in Whales Pass whose closed 
school reopened in 2009 when enrollment rose above nine).   
 
In Kodiak Island Borough School District they implemented a district-wide practice whose 
‘secret’ was unifying school bell schedules and calendars. This, combined with investments 
in and ‘harnessing’ technology (including having at least one poly-com video conference 
system in every school), allowed them to dramatically increase the classes offered at all 
schools – especially rural schools - while simultaneously building a sense of regional 
connection and cohesion.  Now, if a pupil in a small school needs pre-calculus, or desires a 
certain language, or  violin, or even archery, they join in via the poly-com to the place in the 
district where it is being offered. With a unified bell schedule this has become easy.   
 
They also hold district-wide performances; for example in late April 2013, there was a 
district-wide orchestra and band concert via poly-com where every school and stage in 
every village as well as the in-town schools was filled. Each school performed for each other 
and the gathered audiences with district-wide clapping for each school. Increased rigor and 
achievement is occurring, especially at the smaller schools, as pupils are now able to 
participate regularly in classes via poly-com with skilled instructors. The district regularly 
videoconferences competitions between schools in activities and sports and this has 
generated regional excitement and brought parents and grandparents back to the schools. It 
took two-three years to implement this system and work out the kinks, but now in year 
four, it is with a few exceptions widely accepted and has significantly increased academic, 
sports, extracurricular offerings and district-wide connection. For the first time a 
cooperative multi-school team has represented the small K-12 schools as an (ESS) emerging 

                                                   
21 If the POW area decides to go forward with borough formation, it is recommended when preparing the 
petition’s Transition Plan for education, that consultations take place with the Kodiak Island Borough 
School superintendent and Northwest Arctic Borough school superintendent, among others. 
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small school team. Many students are actually preferring this type of team over the 
tradition single site school team. 
 
Another part of the Kodiak program is video-conferencing all School Board meetings to all 
schools in the district so all can see and participate, and, they have put a strong Advisory 
School Board system into place.  Each Advisory School Board always has a standing agenda 
item on the elected School Board’s agenda if they wish to use it.  The district also provides 
island-wide training for all Advisory School Board members (as well as elected School 
Board members) every year.  The elected and Advisory School Boards share all minutes 
between themselves, the elected School Board includes all Advisory School Board members 
on all correspondence, and they all get copies of each other’s minutes. Finally, the elected 
School Board travels each year to a few smaller communities and has work sessions with 
the Advisory School Boards.  
 
One other positive outcome that was possible because a borough has regional bonding 
capacity, were two recently completed school construction projects. Voters passed bonds to 
fund Ouzinkie and Old Harbor school projects, but cost escalation and construction delays 
put the work in danger of not being completed. The Kodiak Island Borough was able to 
reallocate bond money from a couple of borough facility projects in town (Kodiak) to the 
school district to provide funding to complete these two village school construction 
projects. This would not have been possible if these two schools stood alone in their efforts. 
 
It has taken a very heavy commitment to communication to make this district-wide “unity” 
system work, it has been time-consuming, and a strong School Board was instrumental as 
well as continuity of the superintendent (he is in year five).  One community is slow to 
embrace this concept, and there are still elements of "us versus them" between village 
communities and Kodiak town schools even with the one school model, so the system is not 
perfect.  Decreased education funding and resultant staff cutbacks are heavily challenging 
the district now, but the unity system offers them more instructional flexibility than they 
would have otherwise.   
 
10C. Would Forming a Borough School District Allow Reallocation of Some 
Expenditures to Instructional Services?  
 
There has been debate in the region about whether or not forming a single school borough 
school district would allow reallocation of some expenditures currently going to district 
administration and support, to instruction.  Because of the debate, additional analysis, data 
collection, and interviews were conducted to address this issue. Intuitively it seems like 
there would be opportunities to do reallocate some funding to instructional services, but 
investigations yield mixed answers. Data on expenditures from the school district’s FY 12 
audits (see Table 22) shows that collectively the region’s four school districts spent $1.88 
million on district administration and support.   
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The four POW school district websites collectively list about 25 District Administration and 
Support positions (Table 23). A single school district would not need as many 
superintendents, business managers, payroll specialists, audits, etc. While this would mean 
some job losses, which is not an insignificant issue on the island, some of these dollars 
would likely be able to be reallocated to instruction…..which is a goal if quality education is 
a concern. It is assumed that the number of principals, lead teachers, instructional staff and 
aides would not be reduced due to borough formation, only some district administration 
staff. For comparison, Table 24 shows the number of District Administration positions per 
pupil that other borough school districts that would be most like a POW Borough School 
District have, and the numbers vary widely.   
 
The POW region’s current three school district superintendents are of mixed opinion on 
whether there would be more funding for instruction based solely on whether a single 
borough school district formed. It has been suggested that additional mid-level district 
managers would be needed and that after a few years district administration costs would be 
the same.  
 
A 2011 National Educational Policy Center paper titled, “Consolidation of Schools and 
Districts” reviewed research and it states that, “Moreover, contemporary research does not 
support claims about the widespread benefits of consolidation. The assumptions behind 
such claims are most often dangerous oversimplifications. For example, policymakers may 
believe, “We’ll save money if we reduce the number of superintendents by consolidating 
districts” however, larger districts need—and usually hire—more mid-level 
administrators.” Reviewing this paper though it seems that much of the research and 
findings are based on much larger school districts than a POW School District would be, 
and, much of the analysis is literally about schools consolidating. Nonetheless, it raises 
important cautions for readers considering the $1.88 million in the POW school district’s 
combined district administration expenses. 
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Table 23.  Prince of Wales Area School Districts - FY 12 Revenues and Expenditures (from school district audits) 

A B C D E F G H I J K L 

     FY 12 Expenditure Breakout 
  
CURRENT 
FY 12  
(ends June 30, 
2012) 
 

FY 12 
ADM 

Total FY 12 
All Revenue 
(local, state, 

federal, other) 

Total FY 12 
All  

Expend 

End of 
Year 
Fund 

Balance 
FY 12 

 
All 

Instruction 

 
District 

Admin & 
Support 

 

 
School 

Admin & 
Support 

 
O&M & 
Constr/ 
Facility 

Acquisit. 

 
 

Student 
Activities 

 
Other 

(Transport, 
Community 
Srvs, Food) 

Exp per 
ADM 

Craig  
City Schools 

657.30 
(corresp: 

349.50) 
$9,036,353 $9,295,636 $3,592,931 $6,698,906 $414,627 $476,187 $955,735 $332,303 $417,878 $14,142 

Hydaburg 
City Schools 44.00 $2,353,079 $2,230,048 $798,962 $1,190,715 $315,302 $104,502 $479,548 $80,275 $59,706 $50,683 

Klawock City 
Schools 135.85 $5,236,358 $4,948,881 $3,167,298 $2,687,849 $505,698 $228,770 $1,238,191 $113,196 $175,177 $36,429 

Southeast Is. 
REAA (w PA-
10.00 ADM) 

164.80 
$7,973,078 

** 
$7,699,183 $1,052,925 $3,990,168 $645,318 $320,552 $2,122,658 $168,016 $452,471 $46,718 

Regional 
totals 

1,001.95 $24,598,868 $24,173,748 $8,612,116 $14,567,638 $1,880,945 $1,130,011 $4,796,132 $693,790 $1,105,232 $24,127 

** includes $853,153 in State CIP for funding for SEI 
Sources: 1. ADM – DEED Foundation Program FY88 - FY12 Average ADMs 2. Fiscal Data – All school districts FY 12 Audits, Table on “Statement 
of Revenues, Expenditures and Changes in Fund Balances” 
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Table 24.  Alaskan Boroughs with Multiple Communities & Schools and a Hypothetical  POW  Borough 

Name 

Aleutians 
East 

Borough 
School 
District 

Denali 
Borough 
School 
District 

Kodiak 
Island 

Borough 
School 
District 

Lake & 
Peninsula 
Borough 
School 
District 

North Slope 
Borough 
School 
District 

Northwest 
Arctic 

Borough 
School 
District 

Hypothetical  
POW School 

District 
 (all areas in) 

Pop (2011) 3,181 1,820 13,870 1,710 7,481 7,651 4,304 
Sq Miles Land in 
Boro 6,988 12,750 6,560 23,782 88,817 35,898 3,870 

FY 12 Total  
ADM** 

227 716  (- 487 
corresp 

= 229 local) 

2,517 (-108 
corresp 

= 2,409 local) 

326 1,599 1,803 1,002 (-317 
corresp 

= 685 local) 
# Schools  
(FY 12) 

6 4 
(1 corresp) 

15 
(1 corresp) 

14 11 12 17 
(2 corresp) 

Total FTE Certified 
Teachers (2010-2011) 
(unduplicated at the 
school level) 

33 24 175 45 167 134 79 

# District Admin & 
Support Jobs (DASJ) 

7 9 17 11 42 43 25 

1 DASJ for every X#  
number of pupils 
(ADM)  - The higher 
the # the more efficient 
District Admin is 

32 80 148 30 38 42 40 

Sources: 1. DCRA - pop data; 2. ADM & teachers - 2011-2012 Teacher and Student Counts, special run 
provided by DEED T. Workman; 3.  # District Admin & Support Jobs from each district’s website and 
personal communications with Tammy White, Director Financial Services NSB; Stewart McDonald, 
Superintendent Kodiak Island Borough. 4.  Calc of 1 DASJ per #X pupils - Sheinberg Assoc  by 
ADM/#DASJ 
** ADM= student Average Daily Membership, these numbers are rounded 
 
 
A small case study is to look at the Hydaburg and Southeast Island (SEI) School District’s 
FY 12 and FY 13 operating expenses. A change between these two years was that Hydaburg 
contracted with the SEI School District superintendent to share the superintendent position.   
 
Tables 25 A and B shows how expenditures changed. Results are hard to parse out. In both 
school districts, the amount going to instruction increased, but so did the amount 
collectively going to district administration and support as well as school administration. 
Other changes may also have occurred that account for some of these fiscal differences. 
 
In short, there is mixed evidence about whether forming a borough and single school 
district could allow reallocation of some funding to instructional services. 
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Table 25A Hydaburg City School District FY 2013 Operating Budget Expenditures 

Enrollment    FY 12: 44  FY 13 projected: 47  +3 
Function FY12 

Dollars FY12 % FY13 
Dollars FY13 % CHANGE 

Instructional: 100 – 400 $1,117,905 60% $1,129,068 61% $11,163 
School Administration Support Services: 450 4,033 0% 28,101 2% $24,068 
District Administration: 510 141,017 8% 79,190 4% -$61,827 
District Administration Support Services: 550 116,206 6% 113,577 6% -$2,629 
Operation & Maintenance: 600 419,185 22% 419,586 23% $401 
Student Activities: 700 69,949 4% 79,273 4% $9,324 
Community Services: 780 0 0% 0 0% $0 

Total $1,868,295 100% $1,848,795 100% -$19,500 
 Source October 5, 2012 Alaska State Board of Education & Early Development agenda and packet, Agenda Item 5.7 

 
Table 25B Southeast Island School District FY 2013 Operating Budget Expenditures 

Enrollment FY 12: 165  FY 13 projected: 165 0 

Function FY12 
Dollars FY12 % FY13 

Dollars FY13 % CHANGE 

Instructional: 100 – 400 $3,888,800 67% $4,081,872 67% $193,072  
School Administration Support Services: 450 22,741 0% 29,199 1% $6,458  
District Administration: 510 371,052 6% 438,814 7% $67,762  
District Administration Support Services: 550 267,721 5% 308,627 5% $40,906  
Operation & Maintenance: 600 1,103,429 19% 1,031,843 17% -$71,586 
Student Activities: 700 170,606 3% 178,398 3% $7,792  
Community Services: 780 0 0% 0 0% $0  

Total $5,824,349 100% $6,068,753 100% $244,404  
Source October 5, 2012 Alaska State Board of Education & Early Development agenda and packet, Agenda Item 5.20 
 

10D. Will POW Schools Gain or Lose Revenue if a Borough Forms, and Explain Why 
 

10D-1. Overview: Education Funding 
 
Funding for education in Alaska generally comes from four sources: the state education 
foundation entitlement program (“State Aid”), Federal Impact Aid, the Required Local 
Contribution (RC) or Local Effort that the 1st class city or borough where the school district 
is located must make, and any Additional Local Contribution (ALC) the city or borough 
makes. The state, federal, and local education revenue sources described above are all 
formula driven operating revenue that all school districts receive. In addition to these 
revenues, school districts in Alaska typically receive special revenue and grant funding. 
These sources includes child nutrition program funds, 21st century learning community 



 

 
Prince of Wales Island Area Borough Feasibility Study - May 2013(Nov 2013 update) Page 91 

grants,  assistance with assessments,  drug and violence prevention grants, special 
education funding, pupil transportation funds, Teacher Retirement System support, Public 
Employee Retirement System22 support and so on. These funds are in addition to annual 
state, federal, and local operating revenue. 
 
In FY 12 (Table 26) school district audits show that the three city school districts in the 
study area received 56-68% of their funding from the state, 21-33% from federal sources, 
and 11-13% from local sources. The Southeast Island School District depended on the state 
for 77% of its funding.  
 
The region’s schools received $16 million in state funding (excluding CIP funding) in FY 12. 
State education foundation aid that year was $12.7 million, so about $3.3 million of state 
funding received by school districts was in addition to state education foundation aid.  
 
The Alaska Department of Education and Early Development (DEED) School Finance 
Division’s funding projections are presented in full on Tables 28 A-D and 29 A-D.  
 
Each major revenue source is now briefly described. 

                                                   
22 Schools (and cities) must also make a contribution to support retirement of their PERS and TRS 
employees. One reviewer asked if forming a POW School District would result in any savings linked to 
the PERS salary floor established by the state in 2008. According to Alaska Retirement and Benefits 
personnel, if a new POW School District formed, it did not exist in 2008 and therefore it would have no 
PERS salary floor that could trigger added PERS contributions if payroll totals fell below the floor. 
However, school business managers report that last year only one district (SEI) had to pay an additional 
PERS contribution last year and it was just over $6000.  Note that forming a borough would not relieve 
cities of any “penalty” PERS payments for being below the 2008 floor as no cities are going away. The 
new borough would not have a PERS floor for its employees. 
 



 

 
Prince of Wales Island Area Borough Feasibility Study - May 2013(Nov 2013 update) Page 92 

Table 26. Prince of Wales Area School Districts, FY 12 Revenue Detail (from school district audits) 

FY 12 School District All  Revenue  
Craig City 

School District 
Hydaburg City 
School District 

Klawock City 
School District 

Southeast Island 
School District 

Total POW 
Region 

Local  $979,780  11% $248,498  11% $680,378  13% **$715,519  9% $2,624,175  
State (includes more than State Foundation Aid) $6,130,178  68% $1,316,497  56% $3,272,177  62% $6,149,862  77% $16,868,716  

Capital Projects  in state total 
      

$853,153     
Federal (includes more than  Impact Aid) $1,926,395  21% $788,084  33% $1,283,803  25% $1,107,697  14% $5,105,980  
Total Revenues $9,036,353    $2,353,079    $5,236,358    $7,973,078   $24,598,868  

      ** For SEI Local is comprised of e-rate pass through of $530,865 and non-major govt funds of $142,505. 
      Source: All school districts FY 12 Audits, Table on “Statement of Revenues, Expenditures and Changes in Fund Balances” 
 

10D-2. State Aid 
 
State funding for schools is provided through the State Education Foundation Entitlement Program (“State Aid”). The public 
school funding formula is defined in Alaska Statute 14.17. The amount of State Aid funding received is based on a formula that 
includes characteristics of a school district such as: the number of pupils (average daily membership “ADM”); a district cost 
differential (an adjustment for cost of living in the area); number of special and intensive needs pupils; amount of the 
Legislatively appropriated Basic Need funding; quality schools funding (to help with assessments); the number of schools in 
the district; amount of federal Impact Aid payments; the amount of the municipality’s contribution to support its schools; and 
other variables.  All these variables are entered into a formula to determine the amount of State Aid. The largest factor is Basic 
Need, which is the (adjusted) ADM multiplied by the base student allocation made available by the Legislature.   
 
In FY 12 the POW area’s four school districts collectively received almost $12.7 million in State Aid. If a POW Borough formed 
the Alaska DEED estimates that State Aid would decrease by about 1% compared to present, from about $12.7 million to $12.5 
million, under ‘status quo’ conditions/assumptions (Table 28B). If a mine opened causing the region’s FTV and the Required 
Contribution for education to increase, and (it is assumed) this resulted in no ability to make an ALC, state aid is forecasted to 
decrease by $1.3 million (10% less) to $11.5 million (Table 28D). Tables 29B and D show the same analysis but for a borough 
that does not include the Port Alexander area.
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10 D-3. Federal Impact Aid 
 
Federal funds for education are primarily provided through Title VIII Impact Aid. Impact 
aid provides funds to school districts for children of parents living and/or working on 
federal property “in lieu of local tax revenues.” Funds are allocated based on factors such as 
the number of parents of students who reside or work on federally impacted property 
including military land and Alaska Native Claims Settlement Act (ANCSA) land, and on 
the number of Alaska Native students. Ninety percent (90%) of the eligible impact aid 
funds are used in the calculation of state aid. Federal Impact Aid was about $1.8 million to 
the POW region’s school districts in FY 13. Just forming a borough school district does not 
affect the amount of federal Impact Aid, but if the required and additional local 
contribution to support education changes as a result, this does affect the amount of federal 
Impact Aid.  
 
In addition, regardless of borough formation, federal Impact Aid funding to schools is 
declining. The education funding scenarios in this report (Tables 28 A-D and 29 A-D) are 
based on FY 12 funding levels, but federal Impact Aid was reduced by 15% in FY 13 and is 
scheduled for a further 15% reduction in FY 14. 
 
Finally, some commenters on this draft report noted that $1.82 million in federal Impact Aid 
“looked high.” This is the total federal Impact Aid for the region and is correct, but what 
the school districts receive is less. In FY 13 the four POW School Districts received about 
$420,000 of Impact Aid directly from federal government because aid for special education, 
construction, part of Indian land money etc. does not go through the state. Then, another 
$640,000 attributed to POW Schools is retained by state to assist it in paying Basic Need 
(90% deductible impact aid). Thus, the school districts received through the state only about 
$770,000 in federal Impact Aid. This is why the $1.8 million figure seems high though 
technically it is correct. See section 10D-5 to review the important relationship between the 
amounts of ALC a city or borough gives for education support and the impact on the 
amount of deductible federal Impact Aid the state retains. 
 

10D-4. Required Local Contribution and Additional Local Contribution 
 
Except for REAAs, the local government within which a school district is located must 
make a Required Contribution (RC) to support education. The amount of the contribution is 
one variable in the State Aid formula. State DEED statute AS 14.17.410(b)(2) establishes that 
the RC must be equal to the lesser of either 2.65 mills (0.00265) times the value of personal 
and real property value (termed “full and true value” or FTV) within the city or borough 
that the school district resides, or, 45% of Basic Need (the state’s determined amount 
necessary to run the school district). In addition to the Required Contribution, AS 14.17.410 
(c) allows local governments to make an Additional Local Contribution (ALC) for education 
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up to the equivalent of a two mill tax levy (0.002) or 23% of the district's Basic Need 
(whichever is greater). 
 
The 2010 the FTV for the municipalities of Klawock, Craig, and Hydaburg collectively was 
$194 million (2011 Alaska Taxable) which equals a required contribution to support 
education of $513,476 for FY 13. If a POW Borough formed this report estimates the FTV 
would be $323 million or $320 million without Port Alexander, yielding a Required 
Contribution for education of $856,183 (or $848,039 without Port Alexander)23. It is of note 
that this is less than the Total Local Contribution made in FY 13, which was between $1.2 
and $1.5 million24 (Table 26).  

 
If one Kensington/Greens Creek-sized mine goes into production on POW Island, this 
would increase the FTV of property to an estimated $495 million and thus increase the 
Required Contribution to support education to approximately $1.3 million.  
 

10D-5. Relationship between ALC and Federal Impact Aid 
 
There is a relationship between how much federal Impact Aid a school district gets and 
whether or not the municipality made an ALC to support education. The amount of State 
Aid that a school district receives is decreased by the amount of federal Impact Aid that it 
receives.  
 
However, the federal program rewards school districts for making an ALC for education by 
requiring less of a reduction in State Aid as the school district's ALC increases. For example, 
if a school district contributes only the RC to support education, the state reduces State Aid 
to that school district by 90% of the amount of federal impact aid it receives. Therefore, if a 
school district makes an RC of $100 and receives its federal Impact Aid funding, the school 
district's State Aid would be reduced by 90% of the amount of federal impact aid the district 
received. If, however, a school district also makes an ALC for education, the reduction in 

                                                   
23 Calculation of the estimated FTV for the area is reviewed in Chapter 8, section 8B-7 of this report. 
 
24 The variance on estimated Additional Local Contributions (ALC) is because there are two sources. One 
source for FY 12 calculations are the school district FY 12 audits, here Sheinberg excluded e-rate 
reimbursements but included in-kind. Another FY 12 source for the calculation of ALC is from a DEED 
spreadsheet for calculating federal Impact Aid “FY12ImpactAidFINAL_9-2012.” 

Table 26  - Local  Contribution to 
Support Schools, FY 13 Craig  Hydaburg  Klawock  

Southeast 
Island  

Total POW 
Region 

Req. Local  Contribution (RC) $336,159 $39,778 $137,531 - $513,468 
Additional Local Contribution (ALC) $464,275 $226,287 $62,969 - $753,531 
Total Local Contribution $800,434 $266,065 $200,500 - $1,226,999 
Source: Impact Aid Calculations for FY 2013 Foundation, DEED 
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State Aid is based on the ratio of the RC and the total local contribution. So, if a school 
district is required to give $100, but gives $125, the amount of State Aid it receives would 
only be reduced by 100:125 (80%) of the amount if federal Impact Aid the district received, 
rather than 90% as in the example above. 
 

10D-6. Summary – Education Funding if a POW Borough Formed (Table 27)  
 

Table 27 
SUMMARY - POW BOROUGH  
SCHOOL DISTRICT REVENUE  
(whole  borough study area included) 

A 
Existing School 

Districts 
(FY 13 projection 
based on FY 12) 

B 
Hypothetical 
POW School 

District  - 
Projected  
Revenue 

C 
Hypothetical 
POW School 

District- 
Projected 
Revenue 

(assuming a mine) 
Total State Foundation Aid $12,731,277 $12,544,313 $11,454,045  
Required Local Contribution  or Local Effort (RC or LE) $513,468  $856,183        $1,311,945 ** 

Assumed Additional Local Contribution (ALC) $713,531 $856,183        $0 
Total Local Contribution $1,226,999 $1,712,366++ $1,311,945 
Total Federal Impact Aid @ $1,829,417 @ $1,829,417 @ $1,829,417 @ 

Total Revenue  $15,787,693 $16,086,096 $14,595,407 
Remaining $ to Cap.  $1,380,915        $2,362,800  $3,218,983 

Total Max. Revenue $17,168,608      $18,448,896  $17,814,390 
Source: Alaska DEED Finance Division analysis, see Tables 28 A-B and Table 29 A-B 
NOTES:  
++ Assumes that Borough ALC is 100% above the required $856,183 = $1.7 million. This high amount of 
Total Local Contribution brings the percent of deductible impact aid that the state retains down to only 
50%, leaving more federal impact aid going to the borough school district. If Borough was only able to 
give what it had been ($1,226,999), this would result in the state using a 68% ratio to determine how much 
it keeps, reducing the total state foundation aid to an estimated $12.3 million rather than $12.5 million. If 
this were the case, total revenue for a hypothetical POW School District would then be only $15.3 million, 
about $400,000 less than current.  
** Assumes a mine on POW raises the FTV to $495,073,598, which at 2.65 mills would require 
approximately a $1,311,945 contribution. Given this, it is also assumed that no additional local 
contribution is made.   
@ The total federal impact aid shown here (and on Tables 28 A-D and 29 A-D) is just that. This is not 
reduced for the amount that goes directly to the schools for special education and other purposes, nor 
does it show the deductible federal aid that the state retains.  
 
Scenario 1- (column B, Table 27 and in detail on Tables 28 A and B).   
 
Using FY 12 to look at education funding if a borough formed compared to FY 12 without a 
borough, and assuming (column B) that the Additional Local Contribution (ALC) that a 
POW Borough gives is approximately 100% more than is required (which is the combined 
ALC level of giving by the three cities supporting school districts now):  
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1. State education foundation aid would decrease slightly compared to present 
(column A), from about $12.7 million to $11.5 million;  

2. The Required Local Contribution would increase from $513,468 to $1,311,945 due to 
the increased Full True Value (FTV) of property in a POW Borough with a mine); 
and  

3. The total amount of federal Impact Aid would not be affected by borough formation, 
however, the amount of deductible impact aid retained by the state would decrease 
since only a ratio of 50% would now be applied to determine what the state kept.  

 
Scenario 2- (column C, Table 27 and in detail on Table 28 C and D).   
 
Using FY 12 to look at education funding if a borough formed compared to FY 12 without a 
borough, and (in column C) assuming that a Kensington/Greens Creek sized mine is in 
production on POW, raising the FTV to an estimated $495,073,598, which at 2.65 mills would 
require approximately a $1,311,945 contribution. Given this, it is also assumed that no 
additional local contribution is made:   

13. State education foundation aid would decrease by almost $1.3 million (10%) 
compared to present (column A), from about $12.7 million to $11.5 million, and 
overall education funding reduced by $1.2 million to $14.6 million. 

14. The Required Local Contribution would increase from $513,468 to $1,311,945 due to 
the increased Full True Value (FTV) of property in a POW Borough with a mine; and  

15. The total federal Impact Aid would not be affected by borough formation, however 
the amount of deductible impact aid retained by the state would because assuming 
no Additional Local Contribution is made the state funding formula ‘punishes’  it for 
this by retaining  more federal impact aid, which then further reduces school foundation 
aid.  

To avoid the reductions stated above, the borough would want to raise revenue to maintain its 
additional local contribution giving. 
 
These points are summarized on the Table 27, excerpted from Alaska Department of 
Education and Early Development (DEED) School Finance calculations on Tables 28 (A-D) 
to 29 (A-D) in this report. Tables 29 A-D show the same analysis but assume the Port 
Alexander area is not part of the borough. 
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10E. If a Borough Forms: The Option to Take a 4-Year Phase-In for Making the Required 
Local Contribution 
 
The state allows a new borough a transition period to meet its new higher required 
contribution to support education. The transition allows the new borough to make: 

• Year 1 -  no local contribution for education 
• Year 2 - 1 mill contribution (of the FTV) 
• Year 3 - 2 mill contribution 
• Year 4 - full  2.65 mill contribution 

The state makes up the difference during this transition time period.   
 
The impact of accepting the 4-year transition is seen on the top half of Table 28 B and 29 B  
under different scenarios. These tables show the Required Local Effort/Contribution (row 
B), but also show in row G the “Local Effort the State Pays.”  
 
While it may seem like a “no-brainer” to utilize this 4-year phase-in option, it also means 
that no Additional Local Contribution to support education can be made during the 
transition time period. Since the three city school districts collectively made an addition 
$750,000 to $1 million contribution to support education in 2013, the inability to give extra 
would mean an overall decline in education funding for the region during the transition. 
This is seen on Table 28B when comparing the $12.7 million given as “State Entitlement” 
(row F for existing districts) to the “Total State Support” (row H), which is reduced in years 
2 and 3 and then settles in at the new reduced amount due to borough formation in year 4.  
 
One reason to take the 4-year phase-in might be if, by the time a POW Borough formed, a 
mine had opened on the island. In that case, the Required Local Contribution would 
increase to about $1.3 million so this scenario assumes that the borough school district 
cannot longer afford to give an Additional Local Contribution (ALC) (see top half of Table 
28 D). In this case, the POW School District would not be sacrificing its ability to make an 
ALC, because it did not intend to.  
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FY 2013 Projected Funding Scenario 1 - Table 28A 
 PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes all study areas in, Req. Contr. of 

$856,183, and Additional Contr. is made of $856,183 for Total Local Contr. of $1,712, 366) 
 

       
Final 

  

  
CRAIG HYDABURG KLAWOCK SE ISLAND  

Existing 
Districts 

Projected  Total 

Prince of 
Wales 

Borough Difference 
 Basic Need 

 
           5,710,558             1,135,489             2,260,242         4,739,108          13,845,397   13,995,577  150,180  

 Req. Local Effort  
 

              336,159                  39,778                137,531                      -                  513,468   856,183          342,715  
 Deductible Impact Aid               197,694                  36,700                402,953                2,307                639,654   634,505           (5,149) 
 Quality Schools 

 
                16,086                    3,199                    6,367              13,350                  39,002   39,424                 422  

 State Aid/Entitlement          5,192,791          1,062,210          1,726,125       4,750,151          12,731,277        12,544,313        (186,964) 
 Craig - Hydaburg - Klawock - SE Island CALCULATIONS: 

     For purposes of this analysis the above information was derived from FY 13 Projected Foundation numbers incorporating SB182.  
 In addition there are some assumptions made by Barbara Sheinberg. The base student allocation (BSA) is $5,680. 

  Basic Need: The "Existing Districts Projected Total" adds the above individual/affected district. 
   

          Req. Local Effort: The "Existing Districts Projected Total" is adding the Required Local Effort together. The new Required Local Effort was  

 
calculated based on the 12/24/12 Barbara Sheinberg memo providing the F/V on page one; as was the additional contribution  

 
stated on page two of the memo. This also affects the impact aid calculation. 

   
Deductible  Deductible Impact aid is based on FY 12 foundation year funded at 90%; the FY 13 projection used FY 12 information. 

 Impact Aid: Important: impact aid funds are on the decline and the above projection created last FY is based on 90% of LOT. 
 

 
Had this been actual FY 13 it would reduce down to 85%. FY 14 foundation year is 70%. 

   Quality Schools: "Existing Districts Projected Total" is totaling up all the districts. Whereas the Final Borough is based on the revised adjusted ADM. 
   
State Aid:  State Aid/Entitlement is a calculation. It takes Basic Need and deducts out the Local Effort, Federal Impact Aid, and then adds in the 

Quality Schools. 
 

       NOTE:  ~ For purposes of this scenario the District Cost Factor is an average of the four districts at 1.354. 
  ~ Individual district Cost Factors were determined by ISER, reviewed by DEED, and approved by Legislature.  

   
~ District is not eligible for Hold Harmless until the new district has been active for at least 1-2 years. 
 

 Please note these figures are estimates based on projections of student enrollment and the current funding formula. 
These figures should be treated as an approximation that is subject to change. Prepared by DEED School Finance 
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FY 2013 Projected Funding Scenario 1 - Table 28 B 

 PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes all study areas in, Req. Contr. of  
$856,183, and Additional Contr. is made of $856,183 for Total Local Contr. of $1,712, 366) 

 
   

Prince of Wales - Require Local Transition  
   

  

Existing Districts 
Projected  Total 

1st Year zero 
Mills 

2nd Year .001 
Mills 

3rd Year .002 
Mills 

*4th Year 
.00265 Mills 

   A  Basic Need 
 

              13,845,397        13,995,577          13,995,577         13,995,577       13,995,577  
   B  Req. Local Effort  

 
                   513,468             856,183               856,183              856,183            856,183  

   C  Deductible Impact Aid                    639,654          1,269,011            1,269,011           1,269,011         634,505  
   D  Quality Schools 

 
                     39,002               39,424                 39,424                39,424              39,424  

   E  State Aid              12,731,277        11,909,807          11,909,807         11,909,807       12,544,313  
   F  State ENTITLEMENT            12,731,277     11,909,807       11,909,807      11,909,807    12,544,313  
   G  Local Effort State Pays 

 
           856,183               533,095              210,007                      -    

   H  TOTAL STATE SUPPORT     12,765,990       12,442,902      12,119,814    12,544,313  
    Mill calculation for transitioning district:         323,088        646,176  

    F/V from pg. 1 of 12/24 Sheinberg memo >>  $ 323,088,000  
       *The district is fully in the formula w/ Required Local Effort. If the new district chooses to pay the Required Local  

   Effort and an additional contribution before the 4th year then this column best represents it w/estimated additional local.  
 

          
 REVENUE    

 Existing District 
Projected  PROJECTED 

       Total Revenue 1st year 2nd year 3rd year Final year 
                 
   A  Total State Support 

 
              12,731,277        12,765,990          12,442,902         12,119,814       12,544,313  

   B  Total Local Contribution                 1,226,999                       -                 323,088              646,176         1,712,366  
   C  Total Impact Aid 

 
                1,829,417          1,829,417            1,829,417           1,829,417         1,829,417  

   D  Total Revenue              15,787,693     14,595,407       14,595,407      14,595,407    16,086,096  
   E   Remaining $ to Cap.                   1,380,915  

   
       2,362,800  

   Total Max. Revenue 
 

             17,168,608  
   

     18,448,896  
   NOTE: Final year uses Barbara Sheinberg's assumption for Local Contribution of $1,712,366 based on 12/24/12 memo.  

  Impact aid percentage calculates at 50%. 
       Please note these figures are estimates based on projections of student enrollment and the current funding formula. 

These figures should be treated as an approximation that is subject to change. Prepared by DEED School Finance. 
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FY 2013 Projected Funding Scenario 2 - Table 28 C 
PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes all study areas in, mine has opened,  
Req. Contr. of $1,311,945, and No Additional Contr.) 

       
Final 

  

  
CRAIG HYDABURG KLAWOCK SE ISLAND  

Existing 
Districts 

Projected  Total 

Prince of 
Wales 

Borough Difference 
 Basic Need 

 
5,710,558  1,135,489  2,260,242  4,739,108  13,845,397  13,995,577  150,180  

 Req. Local Effort  
 

336,159  39,778  137,531          -    513,468  1,311,945  798,477  
 Deductible Impact Aid 197,694  36,700  402,953  2,307  639,654  1,269,011  629,357  
 Quality Schools 

 
16,086  3,199  6,367  13,350  39,002  39,424  422  

 State Aid/ 
Entitlement 5,192,791  1,062,210  1,726,125  4,750,151  12,731,277  11,454,045  (1,277,232) 

            
Craig - Hydaburg - Klawock - SE Island CALCULATIONS: 

     For purposes of this analysis the above information was derived from FY'13 Projected Foundation numbers incorporating SB182.  
 In addition there are some assumptions made by Barbara Sheinberg. The base student allocation or BSA is $5,680. 

 
  Basic Need: The "Existing Districts Projected Total" adds the above individual/affected district. 

             Req. Local Effort: The "Existing Districts Projected Total" is adding the Required Local Effort together. The new Required Local Effort was  

 

calculated based on the 12/24/12 Barbara Sheinberg memo providing the F/V on page one; as was the additional 
contribution stated on page two of the memo. This also affects the impact aid calculation. 

Deductible Impact Aid: 

 
Deductible Impact aid is based on FY12 foundation year funded at 90%; the FY13 projection used FY12 
information. Important: impact aid funds are on the decline and the above projection created last FY is based 

 
 

on 90% of LOT. Had this been actual FY13 it would reduce down to 85%. FY14 foundation year is 70%. 
      

Quality Schools: 
"Existing Districts Projected Total" is totaling up all the districts. Whereas the Final Borough is based on the revised 
adjusted ADM. 

   
State Aid:  State Aid/Entitlement is a calculation. It takes Basic Need and deducts out the Local Effort, Federal Impact Aid,  

 
 

               and then adds in the Quality Schools. 
               NOTE:  

         ~ For purposes of this scenario the District Cost Factor is an average of the four districts at 1.354.  
       ~ Individual district Cost Factors were determined by ISER, reviewed by DEED, and approved by Legislature. 

    ~ District is not eligible for Hold Harmless until the new district has been active for at least 1-2 years. 
                       Please note these figures are estimates based on projections of student enrollment and the current funding formula. 

These figures should be treated as approximations that are subject to change. Prepared by DEED School Finance. 
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FY 2013 Projected Funding Scenario 2 - Table 28 D 
PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes all study areas in, mine has opened,  
Req. Contr. of $1,311,945, and No Additional Contr.) 

  

Existing Districts 
Projected  Total 

1st Year zero 
Mills 

2nd Year .001 
Mills 

3rd Year .002 
Mills 

*4th Year .00265 
Mills 

   A Basic Need 
 

13,845,397  13,995,577  13,995,577  13,995,577  13,995,577  
   B Req. Local Effort  

 
513,468  1,311,945  1,311,945  1,311,945  1,311,945  

   C Deductible Impact Aid 639,654  1,269,011  1,269,011  1,269,011  1,269,011  
   D Quality Schools 

 
39,002  39,424  39,424  39,424  39,424  

   E State Aid   12,731,277  11,454,045  11,454,045  11,454,045  11,454,045  
   F State ENTITLEMENT 12,731,277  11,454,045  11,454,045  11,454,045  11,454,045  
   G Local Effort State Pays 

 
1,311,945  816,871  321,798    -    

   H TOTAL STATE SUPPORT  12,765,990  12,270,916  11,775,843  11,454,045  
    Mill calculation for transitioning district:  495,074  990,147  

    updated 4/17 F/V email from Sheinberg >>  $495,073,598  
       *The district is fully in the formula w/ Required Local Effort. If the new district chooses to pay the Required Local  

   Effort and an additional contribution before the 4th year then this column best represents it w/estimated additional local.  
 

          

 REVENUE    

 Existing 
District 

Projected  PROJECTED 
       Total Revenue 1st year 2nd year 3rd year Final year 
                 
   A Total State Support 12,731,277  12,765,990  12,270,916  11,775,843  11,454,045  
   B Total Local Contribution 1,226,999     -    495,074  990,147  1,311,945  
   C Total Impact Aid 1,829,417  1,829,417  1,829,417  1,829,417  1,829,417  
   D Total Revenue   15,787,693  14,595,407  14,595,407  14,595,407  14,595,407  
   E Remaining $ to Cap    1,380,915  

   
3,218,983  

   Total Max. Revenue 
 

             17,168,608  
   

     17,814,390  
   NOTE: Final year uses Barbara Sheinberg's assumption for Local Contribution of $1,311,945 based on 04/17/13 memo.  

  Impact aid percentage calculates at 90%. 
               

Please note these figures are estimates based on projections of student enrollment and the current funding formula. 
These figures should be treated as approximations that are subject to change. Prepared by DEED School Finance. 
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FY 2013 Projected Funding Scenario 1  – Table 29 A 
 PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes Port Alexander area not in, Req. Contr. 

of $848,040,  and Additional Contr. is made of $848,040 for Total Local Contr. of $1,696,080) 
 

       
Final 

  

  
CRAIG HYDABURG KLAWOCK 

SE ISLAND 
w/o Port 

Alexander 

Existing 
Districts 

Projected  Total 

Prince of Wales 
Borough w/o 

Port Alexander Difference 
 Basic Need 

 
           5,710,558          1,135,489          2,260,242       4,450,791          13,557,080    13,990,067        432,987  

 Req. Local Effort  
 

              336,159               39,778             137,531              -                  513,468              848,040          334,572  
 Deductible Impact Aid               197,694               36,700             402,953           2,307                639,654                634,505           (5,149) 
 Quality Schools 

 
                16,086                  3,199                  6,367            13,350                  39,002                  38,380               (622) 

 State Aid/ Entitlement          5,192,791          1,062,210          1,726,125       4,461,834          12,442,960            12,545,902          102,942  
 

          Craig - Hydaburg - Klawock - SE Island w/o Port Alexander CALCULATIONS: 
    For purposes of this analysis the above information was derived from FY 13 Projected Foundation numbers incorporating SB182.  

 In addition there are some assumptions made by Barbara Sheinberg. The base student allocation (BSA) is $5,680. 
  Basic Need: The "Existing Districts Projected Total" adds the above individual/affected district. 

   
          Req. Local Effort: The "Existing Districts Projected Total" is adding the Required Local Effort together. The new Required Local Effort was  

 
calculated based on the 12/24/12 Barbara Sheinberg memo providing the F/V on page one; as was the additional contribution  

 
stated on page two of the memo. This also affects the impact aid calculation. 

   Deductible Impact 
Aid: Deductible Impact aid is based on FY 12 foundation year funded at 90%; the FY 13 projection used FY 12 information. 

 
 

Important: impact aid funds are on the decline and the above projection created last FY is based on 90% of LOT. 
 

 
Had this been actual FY 13 it would reduce down to 85%. FY 14 foundation year is 70%. 

   Quality Schools: "Existing Districts Projected Total" is totaling up all the districts. Whereas the Final Borough is based on the revised adjusted ADM. 

State Aid:  State Aid/Entitlement is a calculation. It takes Basic Need and deducts out the Local Effort, Federal Impact Aid,  
 

 
and then adds in the Quality Schools. 

     NOTE:  
         ~ For purposes of this scenario the District Cost Factor is an average of the four districts at 1.354.  

     ~ Individual district Cost Factors were determined by ISER, reviewed by DEED, and approved by Legislature. 
      ~ District is not eligible for Hold Harmless until the new district has been active for at least 1-2 years. 
   Please note these figures are estimates based on projections of student enrollment and the current funding formula. 

These figures should be treated as an approximation that is subject to change. Prepared by DEED School Finance. 
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FY 2013 Projected Funding Scenario 1 - Table 29 B  
PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes Port Alexander area not in, Req. Contr. of 
$848,040,  and Additional Contr. is made of $848,040 for Total Local Contr. of $1,696,080) 

 
   

Prince of Wales - Require Local Transition  
   

  

Existing Districts 
Projected  Total 

1st Year zero 
Mills 

2nd Year .001 
Mills 

3rd Year .002 
Mills 

*4th Year 
.00265 Mills 

   A  Basic Need 
 

              13,557,080        13,990,067          13,990,067         13,990,067       13,990,067  
   B  Req. Local Effort  

 
                   513,468             848,040               848,040              848,040            848,040  

   C  Deductible Impact Aid                    639,654          1,269,011            1,269,011           1,269,011         634,505  
   D  Quality Schools 

 
                     39,002               38,380                 38,380                38,380              38,380  

   E  State Aid              12,442,960        11,911,396          11,911,396         11,911,396       12,545,902  
   F  State ENTITLEMENT            12,442,960     11,911,396       11,911,396      11,911,396    12,545,902  
   G  Local Effort State Pays 

 
           848,040               528,025              208,010                      -    

   H  TOTAL STATE SUPPORT     12,759,436       12,439,421      12,119,406    12,545,902  
    Mill calculation for transitioning district:         320,015        640,030  

    F/V from pg. 1 of 12/24 Sheinberg memo >>  $ 320,015,000  
       

 *The district is fully in the formula w/ Required Local Effort. If the new district chooses to pay the Required Local  
   Effort and an additional contribution before the 4th year then this column best represents it w/estimated additional local.  

 
          
 REVENUE    

 Existing District 
Projected  PROJECTED 

       Total Revenue 1st year 2nd year 3rd year Final year 
                 
   A  Total State Support 

 
              12,442,960        12,759,436          12,439,421         12,119,406       12,545,902  

   B  Total Local Contribution                 1,226,999                       -                 320,015              640,030         1,696,080  
   C  Total Impact Aid 

 
                1,829,417          1,829,417            1,829,417           1,829,417         1,829,417  

   D  Total Revenue              15,499,376     14,588,853       14,588,853      14,588,853    16,071,399  
   E  Remaining $ to Cap.                   1,380,915  

   
       2,285,648  

   Total Max. Revenue 
 

             16,880,291  
   

     18,357,047  
   NOTE: Final year uses Barbara Sheinberg's assumption for Local Contribution of $1,696,080 based on 12/24/12 memo.  

  Impact aid percentage calculates at 50%. 
 

       Please note these figures are estimates based on projections of student enrollment and the current funding formula. 
These figures should be treated as an approximation that is subject to change. Prepared by DEED School Finance. 
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FY 2013 Projected Funding Scenario 2  – Table 29 C 
PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes Port Alexander area not in, mine has opened, 
Req. Contr. of $1,303,802,  and No Additional Contr.) 

       
Final 

  

  
CRAIG HYDABURG KLAWOCK 

SE ISLAND 
w/o Port 

Alexander 

Existing 
Districts 

Projected  Total 

Prince of Wales 
Borough w/o 

Port Alexander Difference 
 Basic Need 

 
5,710,558  1,135,489  2,260,242  4,450,791  13,557,080  13,624,730  67,650  

 Req. Local Effort  
 

336,159  39,778  137,531  -    513,468  1,303,802  790,334  
 Deductible Impact Aid 197,694  36,700  402,953  2,307  639,654  1,269,011  629,357  
 Quality Schools 

 
16,086  3,199  6,367  13,350  39,002  38,380  (622) 

 State Aid/Entitlement 5,192,791  1,062,210  1,726,125  4,461,834  12,442,960  11,090,297  (1,352,663) 
 

          Craig - Hydaburg - Klawock - SE Island w/o Port Alexander CALCULATIONS: 
    For purposes of this analysis the above information was derived from FY'13 Projected Foundation numbers incorporating SB182.  

 In addition there are some assumptions made by Barbara Sheinberg. The base student allocation or BSA is $5,680. 
  Basic Need: The "Existing Districts Projected Total" adds the above individual/affected district. 

   
          Req. Local Effort: The "Existing Districts Projected Total" is adding the Required Local Effort together. The new Required Local Effort was  

 

calculated based on the 12/24/12 Barbara Sheinberg memo providing the F/V on page one; as was the additional 
contribution stated on page two of the memo. This also affects the impact aid calculation. 

Deductible Impact Aid: Deductible Impact aid is based on FY12 foundation year funded at 90%; the FY13 projection used FY12 information. 
 

 
Important: impact aid funds are on the decline and the above projection created last FY is based on 90% of LOT. 

 

Quality Schools: 

Had this been actual FY13 it would reduce down to 85%. FY14 foundation year is 70%.  
 
"Existing Districts Projected Total" is totaling up all the districts. Whereas the Final Borough is based on the revised 
adjusted ADM. 

   State Aid:  State Aid/Entitlement is a calculation. It takes Basic Need and deducts out the Local Effort, Federal Impact Aid,  
 

 
and then adds in the Quality Schools. 

     NOTE:  
         ~ For purposes of this scenario the District Cost Factor is an average of the four districts at 1.354.  

     ~ Individual district Cost Factors were determined by ISER, reviewed by DEED, and approved by Legislature. 
      ~ District is not eligible for Hold Harmless until the new district has been active for at least 1-2 years. 
   Please note these figures are estimates based on projections of student enrollment and the current funding formula. 

These figures should be treated as an approximation that are subject to change. Prepared by DEED School Finance. 
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FY 2013 Projected Funding Scenario 2  – Table 29 D 
PRINCE OF WALES BOROUGH SCHOOL DISTRICT (assumes Port Alexander area not in, mine has opened, 
Req. Contr. of $1,303,802, and No Additional Contr.) 

   
Prince of Wales - Require Local Transition  

  

Existing Districts 
Projected  Total 

1st Year zero 
Mills 

2nd Year 
.001 Mills 

3rd Year .002 
Mills 

*4th Year .00265 
Mills 

A Basic Need 
 

13,557,080  13,624,730  13,624,730  13,624,730  13,624,730  
B Req. Local Effort  

 
513,468  1,303,802  1,303,802  1,303,802  1,303,802  

C Deductible Impact Aid 639,654  1,269,011  1,269,011  1,269,011  1,269,011  
E Quality Schools 

 
39,002  38,380  38,380  38,380  38,380  

F State Aid   12,442,960  11,090,297  11,090,297  11,090,297  11,090,297  
G State ENTITLEMENT 12,442,960  11,090,297  11,090,297  11,090,297  11,090,297  
H Local Effort State Pays 

 
1,303,802  811,801  319,800   -    

I TOTAL STATE SUPPORT     12,394,099  11,902,098  11,410,098  11,090,297  
 Mill calculation for transitioning district:   492,001  984,001  

 updated 4/17 F/V email from Sheinberg >>  $ 492,000,598  
    *The district is fully in the formula w/ Required Local Effort. If the new district chooses to pay the Required Local  

 Effort and an additional contribution before the 4th year then this column best represents it w/estimated additional local.  

       
 REVENUE    

 Existing District 
Projected  PROJECTED 

    Total Revenue 1st year 2nd year 3rd year Final year 
              

A Total State Support 
 

12,442,960  12,394,099  11,902,098  11,410,098  11,090,297  

B Total Local Contribution 1,226,999   -    492,001  984,001  1,303,802  
C Total Impact Aid 

 
1,829,417  1,829,417  1,829,417  1,829,417  1,829,417  

D Total Revenue   15,499,376  14,223,516  14,223,516  14,223,516  14,223,516  
E Remaining $ to Cap.   1,380,915  

   
 3,133,687  

Total Max. Revenue 
 

             16,880,291  
   

     17,357,204  
NOTE: Final year uses Barbara Sheinberg's assumption for Local Contribution of $1,303,802 based on 04/14/13 memo.  

Please note these figures are estimates based on projections of student enrollment and the current funding formula. 
These figures should be treated as an approximation that are subject to change. Prepared by DEED School Finance. 
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11. Describe Legal Options for Assembly Apportionment (Voting) on 
POW Given the Area’s Demographics.  
 
If a POW Borough formed it would be governed, like all boroughs, by an elected assembly, 
which typically has 5 to 16 members and a mayor. The mayor is always elected at-large. A 
POW School Board would also be elected to operate the POW School District. City councils 
and mayors would remain as is, because the borough and cities would be managing/doing 
different things. A person can serve on both a city council and a borough assembly.  
 
In order to vote a person must have lived in Alaska for 30 days and not be registered to 
vote anywhere else (AS 15.05.010). If desired, a city or borough can by ordinance require up 
to three years of residency before one is allowed to run for elected office (AS 29.20.140(b)).  
 
Assembly composition and apportionment must be consistent with the equal representation 
standards of the Constitution of the United States. 
 
A borough determines which elections district options it wants to use. State law (AS 
29.20.050-320) allows Assembly members to be chosen using three methods, by: 
 
METHOD 1 

Election at large by the voters throughout the borough. 
METHOD 2 

Election by district, including: 
C. a requirement that a candidate live in a specific election district, but the 

election is at large by all voters throughout the borough.  
D. a requirement that a candidate live in a specific election district, and their 

election is only by voters that live in that election district. 
METHOD 3 

Election by a combination of the above options – some at large and some by district. 
 
A frequent question is whether every community can be guaranteed an elected seat on a 
Borough Assembly (and School Board). A variant of the at-large election (method one 
above) will allow this. Under this option the entire borough would be a single election 
district, within which all residents vote at-large for all Assembly and School Board 
members. But, within this one election district there can be residency areas/districts. For 
example, a residency area for each or most communities (with surrounding territory so that 
the entire borough is within residency areas) could be established. Residency areas do not 
have to be population based.25   

                                                   
25 March 29, 2013, Sonosky, Chambers, Sachse, Miller & Munson, LLP legal memorandum No. 2J-2013 on 
“Equal Protection Issues Related to Use if “Residency Districts” in At-Large Voting Systems. 
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Apparently no borough is using this method at this time, and several questions were raised 
about how it could not violate equal protection clauses. In response, Sheinberg Associates 
had a 2006 legal memorandum reviewed and updated with new research and case law in 
March 2013. The result is that this option clearly seems permissible (see excerpts in two 
paragraphs on below; legal memorandums were distributed to POWCAC). If this option 
was chosen, Table 30 shows an example of how it could work. 
 

 In Memorandum No. 18J-2006 (Dec. 28, 2006), we discussed the use of 
“residency districts” in at-large voting systems.26 In such a system, candidates 
run for a seat in a district in which they reside, but the seat is elected by all of the 
voters in the at-large district as a whole. We noted in our 2006 Memorandum 
that the U.S. Supreme Court “has established that where a jurisdiction holds at-
large elections, but requires that a member be elected from each of several 
residency districts, there is no requirement that the population of the districts be 
equal.”  
 
The March 2013 memo reviews several cases and decisions, and concludes by 
stating, “The key point is that residency districts of unequal population within 
an at-large voting system do not violate Equal Protection principles of “one 
person-one vote.” The at-large voting system itself may violate Equal Protection 
principles if the system operates to dilute or submerge the electoral strength of a 
minority group, and that dilution may be exacerbated by the use of residency 
districts. Any analysis of whether an at-large voting system for a borough in 
Alaska, with or without residency districts, would impermissibly violate the 
rights of a cohesive minority group (such as, e.g., Alaska Natives) in 
contravention of the federal Voting Rights Act is a highly fact-specific 
determination that is beyond the scope of this Memorandum. But under federal 
Equal Protection principles, the use of residency districts of unequal population 
within an at-large voting system does not violate the “one person-one vote” 
standard.” 
 
 
 

                                                                                                                                                                    
December 28, 2006, Sonosky, Chambers, Sachse, Miller & Munson, LLP legal memorandum No. 18J-2006 
on apportionment, pages 10-11 
 
26 Residency districts should not be confused with single-member districts. A residency district places 
geographic constraints only on candidates: a voter residing in one district can still cast a vote to fill a seat 
for another district. Single-member districts place direct geographic constraints on both voters and 
candidates.   
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Table 30.        POW Local Voting District Example 
One areawide at-large election district, but with  8 residency areas/assembly seats 

Residency area 1 
Point Baker area, Port Protection area, Whale Pass area, 
Edna Bay area, Port Alexander area 

Must live in 
Residency Area to 

run for office, but all 
seats are elected by 

all voters in borough 

Residency area 2 Naukati area 
Residency area 3 Thorne Bay area 
Residency area 4 Coffman Cove area 
Residency area 5 Hollis area 
Residency area 6 Klawock area 

Residency area 7 
Hydaburg area 
Kasaan area 

Residency area 8 Craig area and area S of Craig 
 
Table 31  shows how some other Alaska boroughs are organized for voting purposes.  Even 
though they have a mix of at-large and election districts, all use the “all voters vote for all 
seats” option. 
 

Table 31.  Borough Apportionment Examples 

 
Aleutians 

East Borough 
Denali 

Borough 

Kodiak 
Island 

Borough  

Lake & 
Peninsula 
Borough  

City and 
Borough 
Juneau 

City and 
Borough Sitka 

2012 Pop 3,227 1,871 14,041 1,673 32,832 9,084 
# cities 5 1 6 6 1 1 
# communities 1 4 3-6 12 0 0 
# Assembly seats 7 + mayor 9 + mayor 7+ mayor 6 + mayor 8 + mayor 6 + mayor 

How Elections 
Work 

1 District 
It is areawide, 
7 seats, can live 
anywhere to 
run.  (New as 
of late 2012; 
before there 
were 7 pop 
based districts 
& you had to 
live in the 
district to run 
for a seat). 

5 Districts 
There are 1 to 4 
seats in each 
district, based on 
pop, with 9 seats 
total. 

 
Must live in 
district to run for 
seat. 

1 District 
It is 
areawide, 7 
seats, can 
live 
anywhere to 
run.  
 
Voting can 
be conducted 
by mail. 

2 Districts 
There are 3 
seats per 
district, 
districts are 
pop-based. 

 
Must live in 
district to run 
for office. 

3 Districts 
1 areawide 
district = (2 
seats) can live 
anywhere to 
run. 

 
2 districts  = 
pop based (3 
seats each) 
must live in 
district to run. 

1 District 
 
It is areawide, 
5 seats, can live 
anywhere to 
run. 

Who Votes All voters vote 
for all seats. 

All voters vote 
for all seats. 
(since Nov 2012; 
before this only 
people in a 
district voted for 
the seat) 

All voters 
vote for all 
seats. 

All voters vote 
for all seats. (In 
fall 2013 will 
change to 
districts due to 
population 
changes 

All voters vote 
for all seats. 

All voters vote 
for all seats. 
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Voting options based on election districts (Methods Two and Three) require that districts 
generally have equal population plus or minus 5% to meet the “one-person, one vote” 
concept.  The population distribution on POW makes it challenging to achieve an equal 
population, plus or minus 5%, per district and keep broadly defined community areas 
together. None of the three options on Table 32, 33, or 34 works perfectly; however, they are 
based on 2010 population and since island residents have grown by 200 people since then, 
they give a sense of voting options that would work. If the area decides to proceed with 
drafting a borough formation petition a detailed look will be needed with the most current 
population figures.  
 
POW Assembly voting  options 1-3 (Tables 32-34) have either 2 or 5 election districts, with 8 
to 14 Assembly members. The mayor would be elected at-large, in addition to the Assembly 
seats.  Other options are possible in addition to those shown here. 
 

Table  32.  POW Local Voting District Example 
5 election districts with 8 assembly seats plus mayor 

(must choose whether all vote for all, or if only vote for person in your election district) 

Election District 
2010 

Pop in district 

9  
Assembly 

Seats Pop/ Seat 

1 
 
 
 

Point Baker area 

412 1 412 

Port Protection area 
Whale Pass area 
Edna Bay area 
Hollis area 
Port Alexander area 
Area S of Hollis and E of Hydaburg 

2 
Naukati area 

416 1 416 Coffman Cove area 
Kasaan area 

3 
Klawock area 

852 2 426 
Area between Klawock and Hollis 

4 Hydaburg area 423 1 423 

5 
Craig area 

1479 3 493 
Area S of Craig 
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Table  33.  POW Local Voting District Example 

2 election districts with 8 assembly seats plus mayor 
(must choose whether all vote for all, or if only vote for person in your election district) 

Election District 
2010 

Pop in district 

8 
Assembly 

Seats Pop/ Seat 

1 

Point Baker area 

2,103 5 421 

Port Protection area 
Whale Pass area 
Edna Bay area 
Hollis area 
Port Alexander area 
area S of Hollis and E of Hydaburg 
Naukati area 
Coffman Cove area 
Kasaan area 
Klawock area 
area between Klawock and Hollis 
Hydaburg area 

2 
Craig area  

1,479 3 493 
area S of Craig (Port St Nick) 

 
Table  34.  POW Local Voting District Example 

5 election districts with 14 assembly seats plus mayor 
(must choose whether all vote for all, or if only vote for person in your election district) 

Election District 
2010 

Pop in district 

14 
Assembly 

Seats Pop/ Seat 
A 
 
 
 

Point Baker area 597 2 299 
Port Protection area    
Whale Pass area    
Edna Bay area    
Naukati area    
Coffman Cove area    

B Hollis area 607 2 353 
Thorne Bay area    

C Klawock area 814 3 271 
D Hydaburg area 567 2 284 

Area S of Hollis and E of Hydaburg    
Kasaan area    
Area between Klawock and Hollis    

E Craig area 1479 5 370 
Area S of Craig    
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12. What is the process if Prince of Wales wishes to continue 
consideration of forming a borough, or at some point decides to 
proceed? 
 
12 A. Conversation Needed Among POWCAC Parties 
 
Now that this feasibility assessment has been prepared, the next step is for POWCAC and 
Prince of Wales Island area residents to step back and discuss among themselves two 
topics:  
 

• If we could design our borough and regional government the way we want, what 
are our ambitions, and the benefits and opportunities, we hope to achieve? What are 
our goals and the values that define our region? 

 
• When we think about a borough and regional government, what are the possible 

outcomes or effects that seem scary, negative or of concern?    
 
This is an important conversation to have because just simply considering this matter, or if 
you decide to prepare a charter or petition to better define a possible POW Borough, will 
take a lot of work by many people. To undertake this effort there needs to be something 
inspirational that you are trying to achieve, and a clear list of undesirables that you are 
committed to avoiding. There are a lot of answers in this report, but not resident’s answers 
to the key questions above.  
 
Other key conversations and decisions that must occur in order to prepare a borough 
incorporation petition are outlined in Step Two below. 
 
12 B. Process 
 
The process to incorporate, or form, a borough is lengthy and generally takes a year to 
accomplish after the Petition to Form a Borough is prepared, required signatures gathered, 
and it is submitted to the state’s Local Boundary Commission (LBC).  
 
The process is outlined below and includes making a series of decisions about how the 
borough will work, what it will do, and how the transition will occur (see 2 below); 
gathering signatures on a Petition before it can be submitted (see 3 below), review and an 
in-region public hearing by the state LBC (see 4-13 below); and, only if the LBC approves 
the petition, a yes or no vote by the region (see 14-19 below).  
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The process to incorporate, or form, a borough includes these steps: 
 
ONE: Prepare the Petition and Gather Signatures 
1. The applicants or petitioners proposing to form a borough prepare a formal Petition to 

Incorporate a Borough. The Petition demonstrates that the proposal meets the statutes 
and regulations that govern borough formation.  

2. Among other things, the petition must:  
a. State the type of borough proposed (and if Home Rule, include the Charter) 
b. List the services/powers the borough will offer. 
c. Include a proposed 3 year budget for the borough to demonstrate that it has the 

financial wherewithal to support itself - so decisions on tax types and rates must 
be clear 

d. Identify the voting districts/seats that the borough will use. 
e. Include a Transition Plan that lays out a sequence of consultations and decisions 

that must occur to have an orderly transition of services and powers (a good deal 
of focus would be on education services).  

3. After the petition is prepared, it is discussed and circulated in the area to obtain resident 
signatures. To submit it to the state LBC, the Petition must include  

a. Signatures equal to 5% of the number of voters who voted in the last general 
election residing in  1st class cities (Craig, Hydaburg, Klawock27) in the area of the 
proposed borough, and; 

b. Signatures equal to 15% of the number of voters who voted in the last general 
election residing outside 1st class cities in the area of the proposed borough. 

 
TWO: Initial Public Review 
4. Public notice is given and the LBC collects comments on the Petition. 
5. LBC conducts a Public Meeting. 
6. LBC staff distributes draft Report & Recommendation on the Petition for public review. 

The report and recommendations will evaluate how well the petition meets borough 
incorporation standards outlined in 3 AAC 110.045-110.067 and procedures for 
petitioning the LBC outlined in 3AAC 110.410 -110.700 

7. Public can comment on draft Report & Recommendation. 
8. LBC staff issues the final Report & Recommendation on the Petition. 
 
THREE: LBC Hearing and Decision 
9. Following a 30-day Public Notice period, the LBC conducts a Public Hearing in the 

region on the Petition and its staff’s final Report & Recommendation.  
10. People may testify at the hearing. 

                                                   
27 The number of voters who voted in Hydaburg, Craig and Klawock would be tallied, and the signatures 
of 15% of that number must be obtained collectively from Hydaburg, Klawock and Craig---it’s not 
proportional-so all the signatures could come from one of those cities. 
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11. LBC issues their verbal decision, they can approve, amend or approve the petition 
(including adding areas in or withdrawing them from the proposed borough), or deny 
the petition. 

12. LBC issues a Written Decision; there is an opportunity to reconsider. 
13. If petition is denied, process ends.  
(Note that LBC decisions are subject to judicial appeal.) 
 
FOUR: Local Election 
14. If petition is accepted, LBC notifies State Division of Elections. 
15. State Division of Elections orders election on borough incorporation, mayor, and 

assembly members. 
16. LBC staff submits and received federal Voting Rights Act preclearance. 
17. Election held within 30-60 days of election order. 
18. If a majority of votes are cast in favor, incorporation is approved and initial officers are 

elected. 
 
FIVE: Transition 
19. Any powers and duties exercised by cities, service areas and school districts that are 

succeeded to by a newly incorporated borough and school district continue to be 
exercised by the cities, service areas and school districts until the new borough assumes 
the powers and functions, which may not exceed 2 years after the date of incorporation. 
The new borough shall give written notice of assumption of all rights, powers, duties, 
assets, and liabilities of the former service provider. The ordinances, rules, resolutions, 
regulations, procedures, and orders of the service areas remain in force in the 
perspective territories until superseded. 

 
12 C. What if some communities on or around Prince of Wales Island do not want to be 
included in a POW Borough? 
  
There are five major standards (3 AAC 110.045-110.067) with many subparts, for 
incorporating a borough. The Borough Petition is designed to address every standard and 
subpart. The five major standards are: 

1. Relationship of interests - on a regional scale suitable for borough government, are 
the social, cultural, and economic characteristics and activities of the people in a 
proposed borough interrelated and integrated? 

2. Population – is the population of the proposed borough sufficiently large and stable 
to support the proposed borough government? 

3. Resources – is the economy of the proposed borough must include the human and 
financial resources necessary to provide the development of essential municipal 
services on an efficient, cost-effective level?  
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4. Boundaries – do the boundaries of the proposed borough conform generally to 
natural geography, are they on a regional scale suitable for borough government, 
and do they include all land and water necessary to provide the full development of 
essential municipal services on an efficient, cost-effective level?  

5. Best interests of state - is it in the best interests of the state, when evaluating this the 
LBC may consider whether the borough incorporation: 

• promotes maximum local self-government;  
• promotes a minimum number of local government units;  
• will relieve the state government of the responsibility of providing local 

services; and  
• is reasonably likely to expose the state government to unusual and 

substantial risks as the prospective successor to the borough in the event of 
the borough's dissolution.  

 
The Local Boundary Commission (LBC) and its staff will surely discuss and weigh why the 
whole study area is not included in any borough proposal from this region if some areas or 
communities are not included. This is because the whole study area is the state’s Model 
Borough Boundary for this region (which the LBC may, but is not required, to consider), 
includes the entire SEI REAA School District, and because if the whole study area is not 
included it will leave remaining unincorporated areas and fragment the SEI REAA, and 
because avoiding the creation of economically stranded or poorer areas is not desired 
(leaving them out of the taxable and service base of the larger area).  
 
However, the LBC has significant latitude during its decision-making to add or remove 
areas from the borough proposal (based on justification and testimony) and it is difficult to 
predict what its position or finding would be if the whole study area was not proposed for  
inclusion. There are many subparts to the borough incorporation standards which gives  
the LBC and its staff a fair bit of flexibility in its decision-making. There is also precedent 
for leaving areas out because they do not wish to be included (such as Port Alexander in 
Sitka, and Hyder in Ketchikan Gateway Borough) so even though the standard on 
boundaries suggests the whole study area should be included, it is impossible to predict 
what decision the LBC would make regarding leaving some communities/areas out.   
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13. Conclusion 
 
This report is a first step in consideration of whether or not to form a POW Borough. It provides 
the information that is needed to consider this issue.  
 
The borough options analyzed in this report are technically feasible and could meet the 
standards for borough incorporation. The region has the capacity to raise local revenue to 
balance its budget and fill the gap between funding that state and federal governments provide, 
and what would be needed to run a borough government and school district.  
 
However, to do this requires willingness by the majority of voters to undertake this effort and 
support some level of local taxation, which brings us back to the two questions noted in both 
the cover letter and at the beginning of Chapter 12 on page 111. Further discussion will be 
needed to determine whether, in the view of the region, the possibilities and opportunities 
outweigh, or are they outweighed by, the challenges.   
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Report Sources 
 
Personal Communications/ Interviews 
 
Bill Bennett, Sealaska Corporation 
Bill Miller, Calder Mountain Lodge 
Bob Claus, Chairman, Craig School Board  
Brad Stewart, Boardwalk Lodge 
Brian Templin, City of Craig Planner, and Southern Southeast LEPC Coordinator 
Brooks Chandler, attorney, Boyd, Chandler and Falconer, LLP  
Bruce Phelps, DNR, DLWM  
Carin Smolin, CTE Coordinator, Juneau School District 
Carol Rushmore, Wrangell Economic Development Director/Planner 
Cathy Tide, Alaska DFG 
Charles Horan, Private Assessor 
Cheryl Johnson, Ruth Ann’s 
Connie Klukshan, Yakutat Finance Director 
D. Jenkins, USFWS, Office of Subsistence Management, Subsistence Policy Coordinator 
Desiree Duncan, CCTHITA  
Doug Sandvik, ADNR 
Elizabeth Sweeny Nudelman, Alaska EED, School Finance Director 
Employee, Jerry’s Meats. 
Greg Yarborough, BLM 
Heather Haugland, McDowell Group, Inc. 
J. Geffre, BIA  
Jack Mason, Wooden Wheel Cove Trading Post 
Jeanette Woods, Sportman’s Cove Lodge 
Jila Stuart, Haines Borough Finance Director 
Jim Canary, Private Assessor 
Joel Nudelman, Alaska DNR, State Division of Forestry  
Jon Bolling, Craig City Manager 
Joyce Mason, City of Craig, Finance Director 
Karen Peterson, businesswoman 
Ken Dole, Waterfall Lodge 
Lauren Burch, Superintendent, Southeast Island School District and Hydaburg School 
District 
Lawrence Blood, Alaska DCCED 
Lodge owner, King Fisher Lodge 
Lucienne Smith, Financial services, Southeast Island School District 
Mali Abramson, Alaska DOLWD 
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Mary Jane Doster Gates, Alaska DOR 
Maeve Taylor, USFS 
Melody Douglas, bookkeeper, Hydaburg School District 
Michele Metz, Lands Manager, Sealaska Corporation 
Mindy Lobaugh, Alaska EED, School Finance 
Molly Kimzey, Laughing Raven Lodge, business manager 
Patricia Palkovic, Alaska DNR, State Division of Forestry 
Ray Burger, DNR DLWM 
Rich Carlson, Superintendent, Klawock City Schools 
Richard Peterson, Organized Village of Kasaan 
Roberta Wolfe, CCTHITA 
Robin Potter, CBJ Finance Director 
Ron Erickson, Superintendent, Craig School District  
Russell Dick, Sealaska Corporation, Director, Haa Aani 
Ruth St Amour, DCCED, DCRA 
Sally Burch, USFS 
Sam Thomas, Transportation Manager, Organized Village of Kasaan 
Scott Ruby, Alaska DCCED, DCRA Division Director 
Steve Bethune, Wildlife Biologist, Alaska DF&G 
Steve Van Sant, State Assessor, Alaska DCCED 
Steve Winker, ADNR 
Stewart McDonald, Superintendent, Kodiak Island Borough School District 
Tammie White, Northwest Arctic Borough School District Finance Manager 
Wade Zammit, Sealaska Timber Corporation 
 
Select Reports and  Publications  
 
December 28, 2006, Sonosky, Chambers, Sachse, Miller & Munson, LLP legal memorandum 
No. 18J-2006 to Sheinberg Associates on apportionment 
 
March 29, 2013, Sonosky, Chambers, Sachse, Miller & Munson, LLP legal memorandum No. 2J-2013 on 
“Equal Protection Issues Related to Use if “Residency Districts” in At-Large Voting Systems. 
 
List of all accommodations near Craig Alaska.  Developed by Prince of Wales Chamber of 
Commerce for Southeast Conference. List Updated 9/12/12 
 
Alaska Taxable, 2011 and 2012. Alaska Department of Commerce, Community & Economic 
Development  
 
Economic Impact of Visitors to Southeast Alaska 2010-11, prepared by McDowell Group for 
the Alaska Wilderness League, August 2012. http://www.alaskawild.org/wp-
content/uploads/mcdowell_report_final.pdf 

http://www.alaskawild.org/wp-content/uploads/mcdowell_report_final.pdf
http://www.alaskawild.org/wp-content/uploads/mcdowell_report_final.pdf
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Alaska Visitor Statistics Program VI: Summer 2011 conducted by McDowell Group for 
Alaska Department of Commerce, Community and Economic Development. 
http://commerce.alaska.gov/ded/dev/toubus/research.htm 
 
Alaska Visitor Statistics Program V: Summer 2006 conducted by McDowell Group for 
Alaska Department of Commerce, Community and Economic Development. 
http://commerce.alaska.gov/ded/dev/toubus/research.htm 
 
Nature-Based Tourism in Southeast Alaska. Darcy Dugan Ginny Fay Hannah Griego Steve 
Colt. ISER Paper, March 2009.  Institute of Social and Economic Research University of 
Alaska Anchorage 
http://www.iser.uaa.alaska.edu/Publications/workingpapers/WP2009%201_SEnbt_final.pdf 
 
US Census Block Summary data analysis by Alaska Map Company. December 5, 2012. (All 
population estimates in this section are derived from this analysis) 
 
2011 Zone employment; Prince of Wales Select Zones. Data developed by Mali  
Abrahamson, Economist, Alaska Department of Labor and Workforce Development, 
Research & Analysis Section. Report developed by special request for this study. December 
20, 2012. 
 
State of Alaska Corporations, Business, and Professional Licensing Online Filings, Database 
Search, and Database Download http://commerce.alaska.gov/CBP/Main/ 
 
Alaska Department of Fish and Game. Alaska Sport Fishing Survey. Southeast Alaska 
Region. Survey Area B – Prince of Wales. Prince of Wales sport fish harvest and effort 
estimates by fisheries and species, 2011.  
http://www.adfg.alaska.gov/sf/sportfishingsurvey/index.cfm?ADFG=area.results 
 
City and Borough of Sitka. Fish Box Tax April 27, 2007 
http://www.cityofsitka.com/business/taxes/documents/Presentation042707.pdf 
 
City and Borough of Sitka. Fish Box Tax Brochure 
http://www.cityofsitka.com/business/taxes/documents/FishBoxTaxBrochure_000.pdf 
 
Fish Box Sales Tax PowerPoint. Presentation by Brenda Calkins, Sales Tax Auditor & 
Theresa Hillhouse, Municipal Attorney April 27, 2007. 
http://www.cityofsitka.com/business/taxes/documents/FISHBOXTAXPresentation_legal.pd
f 
 
Craig Municipal Code 
Gustavus Municipal Code 

http://commerce.alaska.gov/ded/dev/toubus/research.htm
http://commerce.alaska.gov/ded/dev/toubus/research.htm
http://www.iser.uaa.alaska.edu/Publications/workingpapers/WP2009%201_SEnbt_final.pdf
http://commerce.alaska.gov/CBP/Main/
http://www.adfg.alaska.gov/sf/sportfishingsurvey/index.cfm?ADFG=area.results
http://www.cityofsitka.com/business/taxes/documents/Presentation042707.pdf
http://www.cityofsitka.com/business/taxes/documents/FishBoxTaxBrochure_000.pdf
http://www.cityofsitka.com/business/taxes/documents/FISHBOXTAXPresentation_legal.pdf
http://www.cityofsitka.com/business/taxes/documents/FISHBOXTAXPresentation_legal.pdf
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Yakutat Municipal Code 
Northwest Arctic Borough Municipal code 
Denali Borough Municipal Code 
 
Consumer Expenditure Survey, U.S. Bureau of Labor Statistics, September, 2012 
http://www.bls.gov/cex/ 
     
U.S. Census Bureau, 2006-2010 American Community Survey. 
 
The assessment for the Southeast Island School district. 2002. State Assessor’s Office, State 
of Alaska. 
 
FY 12 School District Audits for Southeast Island, Craig, Klawock and Craig School Districts 
 
Alaska Department of Fish and Game, Average number of guided hunts per year 2006-
2011.   
 
“Differences among Home Rule, First, Second and Third Class Boroughs” (1994), Alaska 
Department of Commerce, Community and Economic Development, Division of 
Community and Regional Affairs, Local Boundary Commission 
 
The Book of Yields: Accuracy in Food Costing and Purchasing. Francis T. Lynch. Publisher: 
Wiley; 8 edition (December 28, 2010). 
 
City and Borough of Wrangell Comprehensive Plan 
 
Alaska Municipal Officials Directory (2011), Alaska Municipal League 
Alaska State Constitution  
Alaska DNR Prince of Wales Island Area Plan (revised 1998)  
Alaska DNR Prince of Wales Island Area Plan Amendment (2008) 
Alaska DNR Public Briefing Papers and maps for the Southeast State Forest 
Alaska DNR Public Briefing Papers and maps for HB 105 
Alaska DNR maps and related materials for Southeast Region Mental Health Trust 
Nominated Replacement Land (2005) and proposed University of Alaska Land (2004);  
Alaska Municipal League Salary Survey 
POW acres from USFS GIS; DCRA Alaska Taxable; POW budget-this report’s estimates   
 
Select Websites 
State of Alaska, Alaska Mapper tool available on the DNR website 
Prince of Wales Chamber of Commerce: Accommodations Business Directory: 
http://www.princeofwalescoc.org/membership-1 
 

http://www.bls.gov/cex/
http://www.princeofwalescoc.org/membership-1
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Alaska DCCED DCRA Detailed Community Information at 
www.commerce.state.ak.us/dca/commdb/CF_BLOCK.htm;  
 
Websites and audited financial reports for all POW area cities, POW area tribal 
governments, Native Corporations, cities and unincorporated communities.  
 
Websites for most the following: Waterfall Resort; El Capitan; Sportsman's Cove  Lodge; 
The Outpost At Point Baker ; Alaskan Dreams Fishing & Hunting Lodge; Calder Mountain 
Lodge; Sea Otter Sound Lodge ; Port Protection Adventures ; Wooden Wheel Lodge ; 
Woxof Lodge ; Aplace Tostay ; Changing Tides Inn ; Columbine Inn ; Eagle's Wings 
Wilderness Retreat; Fireweed Lodge ; Lemire Charters Lodging ; Log Cabin Resort & Rv 
Park ; P And P Rv Park; Southeast Retreat ; Trophy Inn ; Bivouac Bungalow; Hollis Bay 
Cabins; Silver Bay Seafoods Bunkhouse ; Shaan-Seet Hotel ; Shelter Cove Lodge ; Blue 
Heron On Boat Harbor B&B ; Dreamcatcher Bed & Breakfast ; Fish, Fur And Feathers ; 
Water Street Apartments ; Beachcomber B&B ; Bucarelli Bay B&B ; Oceanview Bed & 
Breakfast ; Ocean Bluebird Bed & Breakfast ; Overlook Inn ; Catch A King Charters Lodge ; 
A Bed And Breakfast ; Aimee's Cabin Rentals ; Ruth Ann's Restaurant, Hotel & Cocktail Bar 
; Alaska Pacific Lodge; King Fisher Charters & Lodge ; Alaska Best Fishing; Sure Strike 
Fishing Lodge; A5 Outdoor Recreation Sales ; AK Eagles Roost; Alaska Fishing Expeditions 
; Andersonville ; Cedar Haven Retreat ; Coffman Cove Bunkhouse & Lodging ; Coffman 
Cove Cabin Rentals ; Eagle's Roost ; Fishing Bear B&B ; Misty Sea Charters ; Oceanview Rv 
Park And Lodging, Inc. ; Red Dawg Retreat ; Rockhaven ; Room With A View ; Salmon 
Shores Cabin & Guest House ; Sunrise Cove Rental Cabin ; The Ol' Sea Hags N'  ; 
Wetherbees Lodge & Charters ; Coho Chalet; Rytful Adventures At Whale Pass; Welchman 
Cabin Rental; Alaska's Fish Tales Lodge ; Fishmoor In Whale Pass ; Flyquest Adventures 
Lodge ; Northend Cabins ; The Lodge At Whale Pass; Ruff It Bayside Cabins ; Sunrise 
Lodge & General Store; Alaska's Happy Hollis Hide-A-Way Bed & Breakfast; Cabins In 
Alaska ; On Whiskey Creek ; Organized Village Of Kasaan ; Granny's Bed & Breakfast; 
Naukati Bay Outfitters ; Adventure Alaska Southeast ; Alaska's Boardwalk Lodge ; Alaskan 
Escape ; Benner's By The Bay ; Brigham's Rental; McFarlands Floatel ; River Bitch Inn; South 
Haven Guest House ; The Lodge In Thorne Bay; Tree Tops Lodge; Welcome Inn Bed & 
Breakfast. 

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