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Introduction 

Project Purpose 

The purpose of this report is to examine the financial feasibility of creating a borough in the Dillingham Census 

Area (DCA). The information helps to frame the discussion about how to effectively and efficiently meet the 

needs of regional residents and communities. The Borough Feasibility Study is one element of the larger 

Regional Government Study with Tribes. 

There have been numerous prior attempts to form a borough or annex Nushagak Bay fishing waters, which 

have disenfranchised many of the smaller communities and Tribes. This study is purposefully inclusive of the 

villages, Tribes, communities, school districts, and regional organizations. Building trust and communication is 

central to the project. 

Bristol Bay Native Association (BBNA) is providing staff support and coordination to the Regional Government 

Study with Tribes to ensure that the project execution adheres to the project goals and milestones articulated 

in the ANA SEDS Grant Application. BBNA is providing an in-kind match to cover travel, supplies, and 

reproduction. The grant’s cash match requirements were provided by BBNA, City of Dillingham, and City of 

Aleknagik. 

The project will conclude with an intergovernmental meeting and action plan. Borough formation itself is not 

envisioned as the only successful outcome. Rather, the project will help the communities voice their concerns 

and express their requirements to participate in a borough form of government. Regardless of the outcome, 

the Regional Government Study with Tribes is intended to enhance communication and regional cooperation. 

Bristol Bay Regional Vision 

Importantly, this study builds on the recently competed Bristol Bay Regional Vision.1 That project incorporated 

input from nearly 1,400 participants and more than 50 community meetings. In particular, this study relates to 

the following aspirations articulated in the Vision: 

We see a future of educated, creative people who are well-prepared for life. 

We foster cooperation among local and regional entities to coordinate infrastructure planning for stronger, 

more affordable communities. 

We recognize the need to locate new sources of capital to implement this vision with a goal of generating 

self-sustaining regional economies. 

                                                      

1 http://www.bristolbayvision.org 
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Background Information and Methodology 

Project Assumptions 

To create a snapshot of a potential borough revenues and expenditures, this assessment incorporates several 

assumptions about the powers, functions, and boundaries of the prospective borough.  

 The proposed borough would include Dillingham and communities in the existing Southwest Region 

School District (SWRS). 

 The borough will exercise the minimal powers required of a borough including areawide education, 

taxation, and regulation of land use. 

 There will be no change to the status of federally recognized tribes or regional entities as a result of 

borough formation. 

 The borough would adopt a “hold-harmless” approach towards state and federal revenues that 

currently flow to communities and consider them as pass-through expenses. 

 In terms of land and communities, boundaries would align between the DCA, the regional borough 

defined in the State of Alaska study Model Borough Boundaries, and the existing SWRS. The offshore 

boundary would correspond with the DCA, which includes waters not included in the school district 

boundaries. 

Data Sources and Methodology 

This study included publicly available data and online resources from State of Alaska Department of Commerce, 

Community and Economic Development (DCCED), Alaska Department of Fish and Game (ADF&G), Commercial 

Fisheries Entry Commission (CFEC), Department of Education and Early Development (DEED), Department of 

Labor & Workforce Development (DOL), Department of Natural Resources (DNR) and Department of Revenue 

(DOR). The project team also conferred numerous times with staff in several agencies. 

Information about existing municipal tax rates and revenues was compiled from Alaska Taxable 2015, an annual 

publication produced by DCCED. Additional tax data sources included DOR and U.S. Department of Interior. 

To estimate potential revenues from a new tax on commercial fishing, a 10-year time series of fish harvests for 

Togiak and Nushagak districts was compiled. Harvest values were adjusted for inflation using the Anchorage 

Consumer Price Index with base year 2015 and averaged to smooth out the cyclical nature of fishing harvests. 

Revenue scenarios were developed using 2, 3, and 4 percent tax rates.  

To estimate potential revenues from a new bed tax, existing tax rates and revenues were examined. The study 

team also compiled available accommodation information including property name, location, number of rooms, 

season length, and rates. Information sources included websites, brochures, and regional publications including 

BBNA’s Visitor Guide. The study team developed a conservative estimate of revenues, reflecting seasonal 

fluctuations in rates and occupancy, and estimated the portion of multi-day packages attributable to 

accommodations. Revenue scenarios were developed using 6, 8, and 10 percent tax rates. 
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Estimated revenues from a regional sales tax were developed by reviewing existing tax rates and revenues in 

the area and developing conservative estimates for commercial transactions not captured. Revenue scenarios 

were developed using 1, 2, and 3 percent tax rates. 

Estimated operating expenses for the proposed borough and school district were developed from a review of 

comparable boroughs, prior studies, and relevant State statutes and information resources. 
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Borough Formation Criteria and Process 

This study does not commit any party to formation of a borough nor does it initiate the process. The information 

provided below is intended to give readers a common understanding of the major elements of the process. In 

addition to the online resources and statutes referenced in this section, the Local Boundary Commission and 

other state officials can provide technical assistance. 

There are few requirements and an infinite array of options. The Alaska Constitution is recognized as providing 

the widest authority to local governments of any state. This allows residents the flexibility to design an approach 

to government that works for their community or region. 

A borough may be proposed for any geographic area. This study used the Dillingham Census Area, as it 

conformed with the Model Borough Boundary Study and included all the communities, tribes, and other entities 

intended as study participants. 

Criteria 

The following standards must be met to incorporate as a borough or unified municipality (AS 29.05.031): 

 The population of the area is interrelated and integrated as to its social, cultural, and economic activities, 

and is large and stable enough to support borough government; 

 The boundaries of the proposed borough or unified municipality conform generally to natural 

geography and include all areas necessary for full development of municipal services; 

 The economy of the area includes the human and financial resources capable of providing municipal 

services; evaluation of an area's economy includes land use, property values, total economic base, total 

personal income, resource and commercial development, anticipated functions, expenses, and income 

of the proposed borough or unified municipality; 

 Land, water, and air transportation facilities allow the communication and exchange necessary for the 

development of integrated borough government. 

Formation Process 

The procedures to initiate an incorporation of a borough or unified municipality are outlined below (AS 

29.05.060). A flowchart of the borough annexation process can be found on the DCCED website.2 

 A petition is submitted to the State containing names, signatures, and addresses of at least 15 percent 

of the number of voters who voted in the last general election for areas located inside and outside of 

Home Rule and First Class cities of the proposed borough. 

o In addition to the required signatures, the petition includes information about class of borough, 

boundaries, name, apportionment of voting, powers/services, proposed first-year operating 

budget, and proposed taxes/revenues. 

                                                      

2 https://www.commerce.alaska.gov/web/Portals/4/pub/LBC/Borough%20Annexation%20Local%20Option%20Flow%20Chart.pdf 
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o A petition for a Home Rule Borough also includes a Home Rule Charter. (See additional 

considerations for further discussion on Home Rule Boroughs.) 

 If the State determines the petition is complete and in proper form, a public review begins that includes 

public notice, public meetings, draft report developed by the State, solicitation of comments, and a final 

report developed by the State. 

 A hearing and decision by the Local Boundary Commission (LBC) is the next step, including formal 

solicitation of testimony. 

 If the petition is accepted by the LBC, the State Division of Elections initiates an election on 

incorporation and assembly members. A majority vote results in approval of the incorporation and 

election of officials. 

 The transition process is initiated. 

Borough Types and Responsibilities 

State law requires organized boroughs to provide areawide education, taxation, and land use planning and 

regulation (AS 29.35.160-180). The State does not mandate any other service or facility. 

Alaska Statutes allow for four classes of boroughs: Unified Home Rule, Home Rule, First Class, and Second Class. 

The differences in the powers and duties are minimal, as all three forms have broad capacity to assume various 

powers. The differences are largely how the boroughs acquire and exercise their powers.3 

 With a unified Home Rule Borough, or a consolidated City/Borough, all existing cities dissolve into the 

borough to form one unified municipality. This is a potentially difficult option for the DCA, given the 

number of existing organized cities. 

 Home Rule Boroughs must adopt a Home Rule Charter, similar to a constitution. Home Rule Boroughs 

can exercise all legislative powers not prohibited by State law or charter.  

o Home Rule Boroughs have greater flexibility to define and excise powers, but writing a Charter 

requires greater upfront work and commitment.  

o A Charter Commission is elected by regional residents to develop the Charter. 

 First Class and Second Class boroughs, known as general law municipalities, can only adopt and exercise 

powers delegated by State law in Title 29 of the Alaska Statutes.  

o First Class boroughs can take on additional areawide powers if a city transfers them or if 

approved in a borough-wide vote. Non-areawide powers can be obtained when the borough 

assembly passes an ordinance. 

o Second Class boroughs require a vote of residents to take on additional powers (areawide or 

non-areawide). 

                                                      

3 https://www.commerce.alaska.gov/web/Portals/4/pub/6_19_15%20Borough%20Powers%20and%20Duties%20Chart.pdf 
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Borough Service Areas 

The Alaska Constitution (Article X, Section 5) allows for the creation of borough “service areas” as a powerful 

tool to respond to local needs: 

“Service areas to provide special services within an organized borough may be established, altered, 

or abolished by the assembly, subject to the provisions of law or charter. A new service area shall 

not be established if, consistent with the purposes of this article, the new service can be provided 

by an existing service area, by incorporation as a city, or by annexation to a city. The assembly may 

authorize the levying of taxes, charges, or assessments within a service area to finance the special 

services.” 

For example: 

 If one community wished to have a higher level of fire service, a fire “service area” could be created so 

the higher level of service and whatever revenues needed for the service could be generated within the 

service area.  

 As discussed briefly in the following report section on schools, school “service areas” could be explored 

as a means to maintain the exact character of each current district either as a transitional tool, or 

permanently. 

 Service areas can be used to maintain the services and taxes of cities following consolidation. For 

example, the City and Borough of Juneau consisted of two city governments (City of Juneau and City of 

Douglas), and a borough government. Similar to the DCA, the former City of Juneau was by far the 

largest city, while Douglas and the borough had much smaller populations. To ensure that services and 

taxes remained stable and responsive to residents, both of the former cities and the borough became 

“service areas” with locally elected advisory councils to propose tax rates and budgets and service levels 

for their area. 

 Service areas could also be explored to implement borough taxes without interfering with city taxes 

such as sales or bed taxes. 

Additional Considerations 

Borough Formation Expenses and Grants 

The State administers organization grants to encourage borough formation to help cover the cost of transition 

and provide for interim governmental operations. A borough can expect to receive $300,000 in the first year, 

$200,000 in the second year, and $100,000 in the third year. 

Most transition costs would be in the first two years and would likely include legal fees, planning, and 

administrative expenses. For the purposes of this planning report, startup costs and the organizational grant 

were not included in estimations of the annual budget because neither are long-term budget considerations. 
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Choosing a Type of Borough 

As noted above, there are four types of organized borough governments in Alaska: Unified Home  

Rule, Home Rule, First Class, and Second Class. Typically, other state constitutions enumerate the powers that 

may be exercised by municipalities and courts have tended to interpret the powers narrowly. Through Home 

Rule governments, the Alaska Constitution implements the policy of maximum local self-government. 

A petition for a Home Rule Borough must include a Home Rule Charter. Although developing a Charter requires 

more advance work and planning, a Charter can also articulate priorities and processes that may be important 

to establishing regional trust and cooperation. Essentially a constitution, a Charter can reflect the cultural, 

environmental, social, and political priorities of the region. For example: 

 A Charter can enhance opportunities for, and commitment to, municipal-tribal partnership.  

 Decisions regarding borough assembly size, composition, election districts, and at-large versus district 

voting can be defined in the Charter. As with the Lake and Peninsula Borough, provisions for including 

communities not represented by an elected person in borough assembly meetings can be articulated 

in the Charter. 

 The Charter can articulate commitments concerning distribution of State and federal taxes. For example, 

the Charter could specify that federal PILT funds will be passed through the borough to eligible 

communities as it is currently done. There is latitude to negotiate locally about what is appropriate for 

the region. 

 A Home Rule Borough can reflect environmental values and standards in its Charter, Comprehensive 

Plan, and ordinances. 

State statutes require that DCCED will prepare at least one model Home Rule Charter for a city, borough, and 

unified municipality (AS 29.10.020).  Links to the Home Rule Charter for the Lake and Peninsula Borough and 

the Northwest Arctic Borough are provided below.4 

Borough Elections 

Nominations for initial municipal officials are made by petition. The election is conducted by the State Division 

of Elections. Requirements such as petition format, resident signatures, and staggered terms of office are 

outlined in statute (AS 29.05.120). 

APPORTIONMENT 

Creating election districts that best represent all residents can be a difficult issue. With slightly less than half the 

population, the influence of the City of Dillingham is on par with the rest of the DCA.  

Elections for assembly seats can be conducted “at large” or designated for certain areas, guaranteeing a 

balanced representation by population. State statutes provides some general guidance, but allow local 

                                                      

4 http://www.lakeandpen.com/UserFiles/Servers/Server_745787/Image/Departments/Clerk/BoroughCharter.pdf 
http://www.codepublishing.com/AK/NWArcticBorough 

Page 119 of 177



DRAFT Borough Feasibility Study (Dec 22, 2016)  McDowell Group, Inc.  Page 8 

discretion in size, composition, districts, and at-large versus district voting (AS 29.20.050-070). The examples 

provided below illustrate the flexibility that municipalities have in addressing this important issue. 

Lake and Peninsula Home Rule Charter outlines the composition of the assembly in sections 2.02 and 15.12.  

 The assembly, elected by the qualified voters of the borough, shall consist of seven assembly members, 

one of whom shall be the mayor elected at large. 

 District 1, Three (3) Seats - A, B, and C Iliamna; Kokhanok; Levelock; Newhalen; Nondalton; Pedro Bay; 

Pope Vannoy; Port Alsworth. 

 District 2, Three (3) Seats - D, E, and F: Chignik Bay; Chignik Lagoon; Chignik Lake; Egegik; Igiugig; Ivanof 

Bay; Perryville; Pilot Point; Port Heiden; Ugashik. 

 At Large, One (1) Seat - G, Mayor. 

 The assembly will make provision for non-voting representatives from communities not represented by 

an elected person on the Assembly to attend regular meetings of the assembly. 

Northwest Arctic Borough Home Rule Charter outlines the composition of assembly seats in section 2.04.010. 

 The assembly shall consist of 11 members. Each assembly member shall be elected at large, but shall 

be a resident of the district to which the member’s seat is assigned at the time of the member’s election 

or appointment. The boundaries of the election districts are described in the map accompanying NABC 

1.04.020, which is incorporated in this section by reference. Except as may otherwise be provided by 

statute or charter, the term of an assembly member is three years. 

Links to the Home Rule Charter for these two boroughs are provided on the previous page. 

Municipal Land Entitlement 

Provisions for granting State land to a newly incorporated municipality are outlined in statute (AS 29.65.030-

140). A newly formed borough would receive 10 percent of the maximum total acreage of vacant, 

unappropriated, unreserved (VUU) land within the borough boundaries. 

Staff in the Department of Natural Resources (DNR), Division of Mining, Land, and Water manage the Municipal 

Land Entitlement program. The State has two years and six months after the date of incorporation to complete 

the process. Once a municipality is incorporated, Municipal Entitlement staff determine the amount and location 

of VUU land within the corporate boundaries of the municipality. The timeframe reflects the initial research 

conducted by DNR, selection of land by the municipality, review by DCCED, determination by DNR, and potential 

for appeal if the municipality’s selection is disapproved. The statute also provides for an expedited 

determination and certification process, but the process still could not commence until after incorporation (AS 

29.65.030(b)). 

MUNICIPAL LAND TRUSTEE PROGRAM 

Municipal entitlement to State land is separate from the Municipal Land Trustee (MLT) program. The MLT 

program was created to carry out the requirements of Section 14(c )(3) of the Alaska Native Claims Settlement 

Act. Every village corporation must convey title to "the remaining improved land on which the Native village is 

located, and as much additional land as is necessary for community expansion, and appropriate rights-of-way 
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