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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.
Figure 1. Regional Government Study with Tribes Project Area Map
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.
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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.

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 was led by McDowell Group, with support from Kevin Ritchie of Ritchie Professional Services. The
report incorporated 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.

1

http://www.bristolbayvision.org
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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.
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 (LBC)
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 by citizen petition are outlined
below (AS 29.05.060). Borough formation could also be initiated by a proposal from the LBC to the Legislature;
Alaska statutes require at least two public hearings be held in the area prior to proposal submission (AS
29.05.115). 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.

2

https://www.commerce.alaska.gov/web/Portals/4/pub/LBC/Borough%20Annexation%20Local%20Option%20Flow%20Chart.pdf
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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.

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 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.
Table 1. Dillingham Census Area Voting Turn Out

Aleknagik

246

# of
Registered
Voters
140

Clark’s Point

52

39

16

2,386

1,574

710

Population

Dillingham
Ekuk
Ekwok

# of Total
Votes
60

2

-

-

110

82

37

Koliganek

227

128

24

Manokotak

482

271

126

New Stuyahok

503

298

163

Portage Creek

1

-

-

Togiak

888

586

193

Twin Hills
Dillingham Census
Area

83

-

-

5,007

3,118

1,329

Note: a small number of residents lives outside these individual communities.
Registered voters and total votes are from the 2016 General Election.
Source: AKDOL, Alaska Division of Elections.

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

3

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

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.
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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.

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.
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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
Assembly composition and apportionment must be consistent with the equal representation standards of the
U.S. Constitution (AS 29.20.060). 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
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.

4

http://www.lakeandpen.com/UserFiles/Servers/Server_745787/Image/Departments/Clerk/BoroughCharter.pdf
http://www.codepublishing.com/AK/NWArcticBorough
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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 29.65.030140). A newly formed borough would receive 10 percent of the maximum total acreage of vacant,
unappropriated, unreserved (VUU) land within the borough boundaries. Statutes allow for the state to select
federal lands to meet the needs of the municipality if there is insufficient nonfederal land within the boundaries
(AS 29.65.100).
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. This section is
provided to help differentiate the purpose and process of the two programs. 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 for public use,
and land for other foreseeable community needs." These lands are to be transferred to the appropriate
municipal corporation (a First or Second Class city) where one exists. In the case of unincorporated communities,
the State holds the land in trust for any municipal corporation established in the Native village in the future.
DCCED staff administers the MLT program. All communities within the DCA are reportedly complete with their
ANCSA 14(c)(3) process, although an inventory on whether deeds have been properly issued and recorded is
not available.

Potential to Contract with Cities and Tribes for Services
The State encourages contracting and cooperation between municipal and tribal governments. While the State
does have a role in approving such agreements, Local Government Specialists can help support such efforts.
The excerpt below outlines the State’s position.5
“A significant number of Alaskan communities have both municipal and tribal governments,
and/or also regional or non-profit corporations providing local services. Increasingly, these

5

https://www.commerce.alaska.gov/web/dcra/LocalGovernmentOnline/Administration/AgreementsBetweenGovernmentsandNonprofits.aspx
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communities are finding that the limited funds and/or pool of trained workers cannot support two
or more government administrations, and are looking at options for combining functions to lower
costs and implement "economies of scale." Creating an agreement between two or more
organizations to share responsibilities and resources can mutually benefit both, these are typically
called "Memorandums of Agreement" or MOA. A more informal agreement is called a
Memorandum of Understanding (MOU), which is more of a non-binding statement of intent.”
While municipalities have very broad discretion to work with tribes and other entities, this option has not yet
been fully developed by existing boroughs. One useful example is the MOA between the City of Quinhagak and
the IRA Native Village of Kwinhagak consolidating the two governments in 1996. The IRA was the backbone
organization. The possibilities for contracting between a borough, tribes, and other entities are expansive. As
very general examples, a borough could contract with a regional entity to provide financial services,
management services, or other public services.
Land Use Planning
Title 29, the portion of Alaska statutes which describes the powers and duties of municipal governments, is a
powerful tool for land use and planning.
Comprehensive Plan: A borough must develop a Comprehensive plan (AS 29.40.030). This collection of policy
statements, goals, standards, and maps guides the physical, social, and economic development of the borough.
The plan commonly addresses land use or environmental policies, community facilities, transportation, and
implementation guidelines. While Title 29 requires a borough to develop a comprehensive plan, the statute only
gives examples of what the plan could include. Title 29 does not limit the scope of the plan or give instruction
on how it should be developed.
For example, a borough could, by charter or ordinance, specify a role for tribes in the development and
implementation of a comprehensive plan and what areas or topics it would include or exclude. The Bristol Bay

Vision could be included in the regional Comprehensive plan, demonstrating resident values and broad public
input. It can also describe a borough’s envisioned role with federal or state agencies and private developers on
matters which affect environmental or regional land use and development.
Land Use Regulations: Land use regulations are adopted by ordinance by a borough assembly to implement
the Comprehensive plan (AS 29.40.040). These provisions commonly include zoning regulations restricting
certain types of land use and development in specific areas and land use permit requirements to encourage,
discourage, or regulate certain types of development (such as mineral exploration and development).
Zoning is the division of a community or area into districts or zones in which certain activities are permitted or
prohibited. This gives the borough great flexibility to define in law the areas to be regulated, or not regulated,
and specify how they will be regulated.
Although zoning has been a common tool to regulate land use, other tools are being used. For example, in the
year ears of the North Slope Borough conventional use of zoning was applied when evaluating proposed oil
and gas development and its impact on subsistence activities. They eventually evolved to a well-established
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permit system and advanced methods of coordinating with industry, including annual work plan meetings to
identify potential areas of concern and mitigation measures.
Other evolving tools include public-private partnerships and strategies that incorporate local and
intergovernmental planning, research, and impact assessments.
The regulatory powers of a borough are expansive to reflect and implement public values, such as those detailed
in the Bristol Bay Vision. For example, Juneau, using its regulatory powers, adopted a mining ordinance in
addition to federal and state regulation, to achieve environmental values.

Potential Benefits and Concerns
During the initial Task Force meeting, members identified potential benefits and concerns related to borough
formation. The following bullets summarize comments from members, many were cited multiple times. It was
possible to address some questions in the scope of this study. Keeping this candid feedback in mind can help
guide future actions if borough formation is pursued.

Possible Benefits Related to Borough Formation


Possible improvements to education, regional economy, and quality of life.



Greater responsibility and accountability to local needs.



We are not capturing tourism revenue.



Increased cooperation with ANCSA land use.



Full control of land in the region.



Ability to prevent large scale development objected to by residents.

Concerns and Questions Related to Borough Formation


Borough government taking homes for payment of delinquent taxes.



Additional tax burden on residents.



Communication challenge for including all residents in the process.



Getting information to residents.



Dominated by the larger community of Dillingham.



Loss of control of schools from merger.



Tax burden increase on low income families.



Loss of control from laws imposed by borough.



Potential educational services lost.



Need to distribute revenues fairly among communities.



Voice lost in process.



Lack of flexibility to address our unique needs.



Long-standing opposition from elders.



Land planning challenge.



What will happen to tribal councils?



Sustainability? Is there a tax base to support?
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Distribution and control of borough seats.



Communication is important so our tribes don’t disappear.



Trust is needed.



How will taxes affect businesses?



Will there be State help on formation?



Need to register voters to have a voice.



Will it be flexible enough to give all communities a voice?
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Dillingham Census Area
Overview
The Dillingham Census Area (DCA) has approximately 5,000 residents and 11 communities accessible only by
air or water. Dillingham is the service and transportation hub for the region. More than 70 percent of the
population is Alaskan Native.6
The economy is largely driven by the harvest and processing of Bristol Bay salmon each summer. The two
districts located in DCA, Togiak District and Nushagak District, account for a quarter of the Bristol Bay harvest.7
Residents typically complement the seasonal economy with a subsistence lifestyle.
State, municipal, and tribal governments also represent significant employment and economic activity in the
region. Additionally, several regional organizations provide economic opportunity, social services, and a unifying
voice for the region. Regional entities include Bristol Bay Native Association, Bristol Bay Economic Development
Corporation, Bristol Bay Native Corporation, Bristol Bay Area Health Corporation, and Bristol Bay Housing
Authority.
The Dillingham City School District has approximately 450 students (based on 2015-2016 school year data). The
SWRS operates the seven other schools in the area. (Clark’s Point school closed in 2012.) The total attendance
outside of Dillingham is nearly 600 students (for the 2015-2016 school year).8
Table 2. Dillingham Census Area Demographics, 2015
Aleknagik

246

Per Capita
Income
$19,200

Clark’s Point

52

$8,596

Yes

n/a

10

2,386

$31,870

Yes

456

214

2

n/a

Yes

n/a

0

Ekwok

110

$19,304

Yes

19

3

Koliganek

227

$17,097

No

52

19

Manokotak

482

$14,286

Yes

126

89

New Stuyahok

503

$9,923

No

138

23

Population

Dillingham
Ekuk

Portage Creek
Togiak
Twin Hills
Dillingham Census Area

CDQ
Community
Yes

School
Attendance
27

Fishing
Permits Held
20

1

n/a

Yes

n/a

0

888

$11,739

Yes

209

211

83

$11,809

Yes

5,007

$21,498

21

9

1,048

598

Note: a small number of residents lives outside these individual communities.
Source: AKDOL, US Census Data, WACDA, DEED, CFEC.

The largest landowners in the region are the State of Alaska, the federal government, and the Bristol Bay Native
Corporation. The largest state park in the nation, Wood-Tikchik State Park, and the Togiak National Wildlife

6

DCCED Community Database.
Based on an average from 2011-2015. Data from ADF&G Bristol Bay AMR 2015.
8
DCCED Community Database.
7
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Refuge are located northwest of Dillingham. Both attract visitors and generate economic activity in the region.
The region offers world-class sport fishing, hunting, and other recreation. In 2014, 7,212 anglers fished a total
of 40,056 days in the region.9

Commercial Fisheries
The following section provides some context for the information specific to the DCA in the subsequent tables
and analysis.

Commercial Salmon Harvest
Bristol Bay has one of the largest wild salmon harvests in the world, regularly producing 70 percent of Alaska’s
sockeye.10 In 2016, commercial salmon harvests from the region totaled 212 million pounds of salmon worth
$156 million.11 The region is divided into 5 districts: Ugashik, Egegik, Naknek-Kvichak, Nushagak, and Togiak. In
2015, 1,545 gillnet permits and 885 setnet permits were actively fished in Bristol Bay.12,13 The region also has
significant off-shore harvests of crab and herring, as well as some harvest of halibut and yellow-fin sole.
Figure 2. Bristol Bay Commercial Fishing Districts

Source: ADF&G Commercial Fishing Division.

In terms of volume, the 2016 sockeye salmon run was the second largest in the last twenty years, and preliminary
prices were 40 percent higher compared to the same period.14 Approximately half (51 percent) of commercial
salmon harvest permits for this region are held by Alaska residents.15

9

These figures include resident and non-resident participants.
http://www.adfg.alaska.gov/sf/sportfishingsurvey/index.cfm?ADFG=area.results
http://www.adfg.alaska.gov/index.cfm?adfg=commercialbyfisherysalmon.bluesheet
11
http://www.adfg.alaska.gov/FedAidPDFs/FMR16-13.pdf
12
https://www.cfec.state.ak.us/bit/X_S03T.htm
13
https://www.cfec.state.ak.us/bit/X_S04T.htm
14
ADF&G 2016 Bristol Bay Salmon Season Summary.
15
CFEC Fishing Earnings.
10
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Table 3. Annual Bristol Bay Commercial Salmon Harvest by District, in Millions of Fish, 2012-2016
Nushagak/
Togiak as Pct.
of Total
21%

NaknekKvichak

Egegik

Ugashik

Nushagak

Togiak

Total

10.3

5.1

2.5

3.9

0.9

22.6

2013

5.1

4.8

2.2

3.9

0.7

16.7

27%

2014

13.9

7

1.5

8.1

0.7

31.2

28%

2015

16.9

8.8

5.5

6.2

0.5

37.9

18%

2016

13.6

8.6

6.8

9.2

1.0

39.2

26%

Average

12.0

6.9

3.7

6.3

0.8

29.5

24%

2012

Note: 2016 harvest numbers are preliminary.
Source: ADF&G Bristol Bay Area Management Report 2015, ADF&G 2016 Bristol Bay Salmon Season Summary.

The proposed borough would encompass both the Nushagak and Togiak districts. On average, it represents 24
percent of the annual salmon harvest in Bristol Bay. The average ex-vessel value of salmon harvests over the
past decade is $42 million.
The Nushagak District includes the Wood River Special Harvest Area and the Igushik River, which are highproduction salmon streams near Dillingham. In the past decade, the salmon harvest averaged 7.2 million fish
worth an average value of $38 million.
Nushagak has the most local resident participation, in comparison to the Ugashik District, which has a large
non-local fleet. The average number of local drift gillnetters in 2015 was 332 (20 percent of total 2015 Bristol
Bay drift gillnet participation).
Table 4. Nushagak District Salmon Harvest and Ex-Vessel Value, 2007-2016
2007

King

Coho

Sockeye

Pink

Chum

Total

51,831

29,578

8,404,111

384

953,292

9,439,196

2008

18,968

76,932

6,903,157

138,284

492,341

7,629,682

2009

24,693

35,171

7,730,168

320

745,161

8,535,513

2010

26,056

72,909

8,424,030

1,289,970

424,234

10,237,199

2011

26,927

4,712

4,886,552

257

296,909

5,215,357

2012

11,952

97,382

2,663,014

877,466

272,163

3,921,977

2013

10,213

124,182

3,163,805

208

586,117

3,884,525

2014

11,862

242,604

6,448,463

1,166,997

242,261

8,112,187

2015

49,945

6,614

5,592,816

807

502,820

6,153,002

2016

23,060

80,144

8,013,145

531,078

527,753

9,175,180

10-Year Average

25,551

77,023

6,222,926

400,577

504,305

7,230,382

Average Weight (lbs.)
Average Revenue

14.4

6.5

5.7

3.5

6.4

-

$388,434

$315,070

$36,155,613

$305,576

$945,793

$38,110,486

Note: 2016 harvest numbers are preliminary.
Source: ADF&G AMR 2015, ADF&G 2016 Bristol Bay Salmon Season Summary.

The smaller Togiak fishery has a high local participation rate. The salmon harvest averaged 0.8 million fish in the
last decade, with an average value of nearly $4 million. In 2015, there was an average of 48 drift gillnet permits
fished (3 percent of all Bristol Bay gillnet permits).
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Table 5. Togiak District Salmon Harvest and Ex-Vessel Value, 2007-2016
King

Coho

Sockeye

Pink

Chum

Total

2007

7,769

157

816,581

533

202,486

1,027,526

2008

3,087

1,159

651,315

125,409

301,967

1,082,937

2009

4,602

9,209

559,442

544

141,375

715,172

2010

5,553

24,065

667,850

39,734

118,767

855,969

2011

6,731

7,605

744,626

352

113,234

872,548

2012

4,829

15,977

622,909

28,055

206,614

878,384

2013

2,718

11,420

467,329

187

209,946

691,600

2014

1,841

32,134

443,287

118,682

100,195

696,139

2015

2,663

26,080

371,903

1,219

103,773

505,638

2016

3,577

10,156

611,480

210,847

179,332

1,015,392

10-Year Average

4,337

13,796

595,672

52,556

167,769

834,131

Average Weight (lbs.)
Average Revenue

14.4

6.5

5.7

3.5

6.4

-

$65,933

$104,345

$3,460,895

$40,092

$314,640

$3,985,906

Note: 2016 harvest numbers are preliminary.
Source: ADF&G AMR 2015, ADF&G 2016 Bristol Bay Salmon Season Summary.

Other Commercial Fisheries
The Togiak sac roe herring fishery is the largest herring fishery in Alaska.16 The harvest was approximately 33.4
million pounds worth $1.52 million in 2016. About 20 vessels (purse seine and gillnet) were active in 2016.
Herring prices have been lower in recent years primarily due to a decrease in Japanese demand for the roe. The
average herring harvest in the past decade was 46.4 million pounds worth $2.6 million.
Bristol Bay Economic Development Corporation (BBEDC), the regional CDQ entity, harvests federally managed
fisheries for groundfish, halibut, and crab. BBEDC owns halibut quota and operates a small-scale halibut fishery
for residents in their CDQ communities. In 2016, 115,000 pounds was available for commercial harvest in Area
4E (nearest to Bristol Bay). Halibut is also caught by sport fishermen and subsistence fishermen in Bristol Bay.
As noted in Table 1 at the beginning of this chapter, two of the eleven communities in the DCA are not
participants in the regional CDQ (Koliganek and New Stuyahok). Criteria for participation is established federally
through the Magnuson-Stevens Fishery Conservation and Management Act. Bristol Bay watershed residents of
non-CDQ communities participate in some of the programs that BBEDC offers.
Bristol Bay’s processing capacity is divided between the shore-based processing facilities and floating
processors. There are a few floating processors in the Nushagak district, and direct marketers purchasing fish
as well. The primary processors in the region include:17

16
17



Dillingham: Icicle Seafoods, Peter Pan (plus Trident offices)



Togiak/Twin Hills: Copper River Seafoods/Togiak Seafoods, North Pacific Seafoods/Togiak Fisheries



Ekuk: Alaska’s Best Seafood, Ekuk Fisheries, Friedman Family Fisheries, Jojo’s Wild Alaska Salmon

ADF&G AMR 2015.
http://www.adfg.alaska.gov/static/license/fishing/pdfs/shore_based_processor_2015.pdf
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Overall, the average ex-vessel revenue estimated from the Togiak and Nushagak salmon and herring fisheries
amounts to $45 million.
Table 6. Estimated Commercial Fishing Revenues from the Nushagak and Togiak Districts
Total
Nushagak District
Salmon

10-Yr. Avg. Harvest
Volume

41.0 million lbs.

Est. Revenue

$38.1 million

10-Yr. Avg. Harvest
Volume

4.8 million lbs.

Est. Revenue

$4.0 million

10-Yr. Avg. Harvest
Volume

46.4 million lbs.

Est. Revenue

$2.7 million

Togiak District
Salmon

Herring

Total Revenue

$45 million

Source: ADF&G Bristol Bay AMR 2015, ADF&G 2016 Bristol Bay Salmon Season Summary,
ADF&G 2016 Bristol Bay Herring Season Summary.

Visitor Industry
As the regional hub, Dillingham has the largest number of accommodations in the region. Visitors travel from
all over the world for world-class fishing, scenic beauty, and recreation – especially on the Nushagak River.
Accommodations range from full-service resorts to rustic riverside tent camps. Visitors frequently purchase
multi-day packages which include transportation, food, accommodations, and guiding.
In larger communities, like Togiak and Dillingham, year-round accommodations for visitors are available,
including bed and breakfasts, hotels, and lodges. Outside of these communities, smaller lodges typically operate
between June and August.
Most of the lodges provide opportunities to catch king salmon, coho salmon, and trout. Some lodges provide
guided hunting, lengthening their operating season.
Table 7. Area Accommodations
Location
Dillingham

Estimated
Accommodations

Guest Capacity

11

9-30

Aleknagik

5

3-26

Nushagak River

21

4-16

Togiak

6

4-12

Wood River/Tikchik Lakes

3

5-28

Other

9

6-12

Source: Visitor Guides, websites, and other publications.

Information from approximately 50 hotels, lodges, and B&B’s in the region were compiled from printed
brochures, online resources, and other publications. This information, along with existing bed tax collections,
provided a basis for estimating accommodation sales and potential lodging tax revenues.
Borough Feasibility Study
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Existing Tax Structure
The following chapter provides an overview of the existing tax structure within the DCA and in neighboring
Boroughs. This study assumes that State and federal funds that currently flow to communities would continue
to do so. In the absence of a such an arrangement, the following changes would take place:


Federal PILT payments, now allocated to local governments, will go to the borough.



The State Fisheries Business Tax, now shared equally between the state and communities where
processing took place, will have the local portion split equally between the borough and communities.

An important future consideration is whether any new taxes levied by the borough are in addition to existing
community taxes, replace them, or a combination. As shown in the following section, Aleutians East and Lake
and Peninsula boroughs utilize a combination of borough and local taxes, while Bristol Bay Borough levies taxes
only at the borough level.

Municipal Tax Collections
In 2015, Dillingham collected $3.1 million from a combination of sales tax, bed tax, and alcohol taxes. Among
the communities that levy a local tax, Manokotak collected the least amount at $20,290.
Communities that levy local fish taxes are Dillingham and Togiak. Collection of Dillingham’s raw fish tax is
pending resolution of the current annexation petition.
Table 8. Municipal Tax Revenues and Rates, 2015

Aleknagik
Clark’s Point
Dillingham

Sales Tax

Bed Tax

Alcohol
Tax

Car
Rental
Tax

Raw Fish
Tax

Tobacco
Tax

Misc.
Special
Taxes

$67,397
(5%)
0
(6%)
$2,705,136
(6%)

$98,238
(9%)

-

-

-

-

-

-

-

-

-

-

-

$83,338
(10%)

$297,325
(10%)

-

n/a
(2.5%)

-

-

-

-

-

-

-

-

Ekuk
Ekwok

-

-

-

-

-

-

-

Koliganek

-

-

-

-

-

-

-

$20,290
(2%)

-

-

-

-

-

-

New Stuyahok

-

-

-

-

-

-

-

Portage Creek

-

-

-

-

-

-

-

$146,091
(2%)

-

-

-

$94,278
(2%)

-

-

-

-

-

-

-

-

-

Manokotak

Togiak
Twin Hills
Source: Alaska Taxable 2015.
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Aleutians East Borough collected nearly $4 million in fish tax revenue, which was its only source of borough
taxation. Bristol Bay Borough collected nearly $97,000 in bed tax and $2.4 million in fish taxes. The Lake and
Peninsula Borough collected more than $203,000 in bed taxes and $1.6 million in fish tax. Lake and Peninsula
Borough also collects a guide tax ($3 per day for guiding services). Several communities also levy taxes at the
local level.
Table 9. Nearby Borough and Community Taxes, 2015
Sales Tax

Bed Tax

Alcohol
Tax

Car
Rental
Tax

Raw Fish
Tax

Tobacco
Tax

Misc. Taxes

-

-

-

-

$3,998,104
(2%)

-

-

Akutan

-

-

-

-

$1,816,530
(1.5%)

-

-

Cold Bay

-

$22,633
(10%)

-

-

-

-

$17,464
(Fuel Transfer
Tax)

False Pass

$26,548
(3%)

$1,045
(6%)

-

-

$99,150
(2%)

-

-

King Cove

$650,811
(6%)

-

-

-

$868,352
(2%)

-

$100,000 (Fish
Business
Impact Tax)

Sand Point

$1,079,565
(4%)

$14,601
(7%)

-

-

$598,088
(2%)

-

-

Bristol Bay
Borough

-

$96,991
(10%)

-

-

$2,412,396
(3%)

-

-

Lake &
Peninsula
Borough

-

$203,579
(6%)

-

-

$1,655,163
(2%)

-

$39,717
(Guide Tax)

Chignik

-

-

-

-

$97,734
(2%)

-

-

Egegik

-

-

-

-

$1,758,294
(3%)

-

-

Newhalen

0
(2%)

-

-

-

-

-

-

Nondalton

0
(3%)

-

-

-

-

-

-

Pilot Point

-

-

-

-

$337,215
(3%)

-

-

Port Heiden

-

-

-

-

-

-

-

Aleutians East
Borough

Source: Alaska Taxable 2015.

As shown in the following table, Dillingham is the only community in the proposed borough that collects
property taxes. Among neighboring boroughs, Bristol Bay Borough collects a property tax (also 13 mills). No
other communities in adjacent boroughs collect property tax.
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Table 10. Municipal Property Tax Revenues and Rates, 2015
Aleknagik

Second Class City

Property
Tax
No

-

-

Clark’s Point

Second Class City

No

-

-

First Class City

Yes

13.00

$2.08 million

-

-

-

-

-

-

Type of Municipality

Dillingham
Ekuk
Ekwok
Koliganek

n/a
Second Class City

No

n/a

Mills

Revenue

Manokotak

Second Class City

No

-

-

New Stuyahok

Second Class City

No

-

-

Portage Creek

n/a

-

-

-

-

-

-

Mills

Revenue

-

-

Yes

13.00

$4.12 million

No

-

-

Togiak
Twin Hills

Second Class City

No

n/a
Type of Municipality

Aleutians East Borough

Second Class Borough

Bristol Bay Borough
Lake and Peninsula
Borough

Second Class Borough
Non-Unified Home
Rule Borough

Property
Tax
No

Source: Alaska Taxable 2015.

State Shared Taxes
The State collects several taxes and redistributes a portion of the revenues to local communities.

State-Collected Fish Taxes
The State collects the Fisheries Business Tax and Fisheries Resource Landing Tax, and redistributes 50 percent
of these revenues to the communities where the fish is processed (Fisheries Business Tax) or landed after
processing in federal waters (Fisheries Resource Landing Tax). For both taxes, where fish processing and/or
landings occur outside municipal boundaries (primarily floating processors operating in state waters), the 50
percent local share from goes into a statewide fund administered by DCCED. The department distributes these
receipts each year to communities through the Shared Fisheries Business Tax Program. 18
Fisheries Business Tax (also known as the “raw fish tax”) is collected from processers and persons who export
unprocessed resources. The tax rate is based on the price paid to fishermen for the raw resource. There are
three rates for established processors: floating processors (5 percent), salmon cannery (4.5 percent), and shorebased (3 percent). Fifty percent of the fishery business tax is shared with the incorporated city or organized
borough in which the processing took place. If the city is within a borough, the 50 percent is split equally
between the city and borough.
Fisheries Resource Landing Tax is levied on catcher/processors and floating processors that process fish outside
of the state’s 3-mile limit and bring their products into Alaskan waters for transshipment. It is 3 percent of the

18
http://www.dillinghamak.us/vertical/sites/%7BC84DE958-9EE4-4CFE-90E3-D1666668A90E%7D/uploads/R_201401_FY14_Shared_Fisheries_Business_Tax_Program.pdf
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unprocessed value of the resource. The State shares 50 percent of this revenue with the municipality in which
the landing occurred. The Shared Fisheries Business Tax Program provides additional sharing of fish taxes
collected outside municipal boundaries (primarily floating processors) to municipalities “that can demonstrate
they suffered significant effects from fisheries business activities.” Available funding is equivalent to half of
Fisheries Business Tax collected outside of municipal boundaries and the DCCED determines the level of funding
partially based on fisheries business impacts by community in the region.19
Table 11. Alaska State Fisheries Taxes Shared with DCA Communities, 2015
Fisheries
Business Tax
$4,676

Aleknagik
Clark’s Point

Fisheries
Landing Tax
-

Shared
Fisheries Tax
$3,871

$24

-

$2,829

$433,564

-

$18,356

Ekuk

-

-

-

Ekwok

-

-

$3,234

Koliganek

-

-

-

Manokotak

-

-

$5,734

Dillingham

New Stuyahok

-

-

$5,787

Portage Creek

-

-

-

$91,511

$9,077

$8,295

Togiak
Twin Hills
Dillingham Census Area Total

-

-

-

$529,775

$9,077

$48,106

Source: DOR Shared Taxes Annual Report 2015, DCCED Revenue Sharing Reports.

For comparison, Aleutians East Borough received $2.2 million in 2015, Bristol Bay Borough received $2.8 million,
and Lake and Peninsula Borough received nearly $400,000.
Table 12. Alaska State Fisheries Taxes Shared with Neighboring Boroughs, 2015
Aleutians East Borough
Akutan

Fisheries Business
Tax
$2,067,182

Fisheries Landing
Tax
$20,922

Shared Fisheries
Tax
$136,516

$943,814

-

$209,000

Cold Bay

-

-

$8,136

False Pass

$21,677

-

$6,948

King Cove

$404,385

-

$30,538

Sand Point

$21,011

-

$32,755

$2,809,548

-

$8,659

$352,016

-

$26,181

Chignik

$62,800

-

$4,433

Egegik

$152,839

-

$3,214

-

-

$3,891

Bristol Bay Borough
Lake and Peninsula Borough

Newhalen
Nondalton

-

-

$3,566

Pilot Point

-

-

$2,935

Port Heiden

-

-

$9,006

Source: DOR Shared Taxes Annual Report 2015, DCCED Revenue Sharing Reports.

19

https://www.commerce.alaska.gov/web/dcra/CommunityAidAccountability/SharedFisheriesBusinessTax.aspx
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Other Shared State Taxes
Other State taxes collected and shared with communities include the Electric Cooperative Tax, Liquor License
Tax, and Telephone Cooperative.
The Electric Cooperative Tax is based on a cooperative’s kilowatt hours. A portion of payments are refunded
back to the communities. Boroughs receive funds only for areas outside of city limits. The two electric
cooperatives in the region are the Nushagak Electric and Telephone Cooperative and the Alaska Village Electric
Cooperative. In 2015, five communities received a total of $11,156 in Electric Cooperative Tax back from the
State.
The Liquor License Tax was only received in Dillingham, where liquor is sold. In 2015, Dillingham received $4,900.
The Telephone Cooperative Tax is similar to the Electric Cooperative Tax and in 2015, DCA communities received
$65,478 from shared State tax revenues. The Nushagak Electric and Telephone Cooperative serves Dillingham,
Aleknagik, Clark’s Point, and Manokotak only.
Table 13. Other Alaska State Taxes Shared with DCA Communities, 2015
Electric
Cooperative Tax
$478

Aleknagik
Clark’s Point
Dillingham

Telephone
Cooperative Tax
$3,455

-

-

$350

$8,347

$4,900

$59,691

-

-

-

Ekuk
Ekwok

Liquor License
Tax
-

$221

-

-

Koliganek

-

-

-

Manokotak

-

-

$1,982

New Stuyahok

$661

-

-

Portage Creek

-

-

-

$1,449

-

-

-

-

-

$11,156

$4,900

$65,478

Togiak
Twin Hills
Dillingham Census Area
Total

Source: DOR Shared Taxes Annual Report 2015.

State Community Assistance Program
Most communities in the DCA receive revenue through the Community Assistance Program (AS 29.60.850).
Legislation passed in 2016 changed the name from Community Revenue Sharing and adjusted the formula for
distribution of funds (Senate Bill 210). Base payments to municipalities were increased and per capita amounts
were decreased, favoring lower population areas.
Table 14. Community Assistance Program Grants, 2015-2017
Community

2015

2016

2017

Aleknagik

$106,240

$100,803

$68,585

Clark's Point

$98,770

$94,069

$62,761

Dillingham

$210,165

$201,764

$132,833

-

-

-

Ekuk
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Ekwok

$101,672

$97,278

$64,502

Koliganek

$43,888

$41,761

$27,745

Manokotak

$119,612

$114,496

$75,671

New Stuyahok

$119,992

$114,451

$76,301

Portage Creek

-

-

-

Togiak

$137,979

$131,489

$87,860

Twin Hills

$36,321

$34,803

$23,086

$974,639

$930,914

$619,344

Dillingham Census Area Total
Source: DCCED Revenue Sharing Reports.

DCCED staff estimate a newly formed borough in the DCA would receive about $305,000 annually; eligible
communities would continue to receive payments. However, the amount in the fund available for distribution
is subject to annual legislative appropriations; no funds were appropriated last session. Additional funds may
be directed into the Community Assistance Program from Power Cost Equalization (PCE) Fund earnings. Senate
Bill 196, which passed the legislature in 2016, acknowledges that the PCE fund has some years of exceptional
performance. Amendments made to AS 42.45.085 direct excess PCE fund earnings to the Community Assistance
Fund and to rural energy programs.

Federal PILT
The federal Payment In-Lieu of Taxes (PILT) program helps offset losses in property taxes due to nontaxable
federal lands within municipal boundaries. The U.S. Department of Interior and the State administer payments.
As noted in the methodology, this study assumes that payments will continue to flow to communities with
formation of a borough. Communities in the DCA received $859,011 in 2016. PILT payments are based on a
combination of federal land acreage and local population. Thus, the DCA receives more in PILT, although the
Lake and Peninsula Borough has more federal acreage.
Table 15. PILT Revenues, by Community
and Neighboring Borough
Community

2016

Aleknagik

$42,357

Clark’s Point

$8,764

Dillingham
Ekuk

$443,838
-

Ekwok

$21,726

Manokotak

$91,287

Koliganek

-

New Stuyahok

$91,104

Portage Creek

-

Togiak
Twin Hills

$159,935
-

Dillingham Census Area Total

$859,011

Aleutians East Borough

$531,213

Bristol Bay Borough

$160,932

Lake and Peninsula Borough

$283,130

Source: DCCED and U.S. Department of the Interior.
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Estimated Borough Expenditures
Borough Operating Expenditures
Estimated borough expenditures were developed based on a review of comparable borough budgets, recent
studies, and statutes related to borough formation and responsibilities. The estimate reflects the assumption
the borough would exercise limited powers and responsibilities.
The estimated annual borough budget is $2.7 million, not including capital projects outside of school bond
debt. Borough operating expenditures are estimated at $1 million annually and education expenditures are
estimated at $1.7 million, including the areawide minimum local contribution to schools. (Education expenses
are discussed in more detail in the following section.)


Staff positions would likely include a borough manager, clerk, finance officer, planner, and
administrative support. Some of these positions may be full-time, part-time, or incorporate combined
duties.



Contracted services include legal support and other services needed to complement staff members.



Administrative costs include office supplies, rent, utilities, technology, transportation, per diem, and
lodging for staff and borough assembly members.



Importantly, the borough retains the flexibility to contract with communities, tribes, or other entities to
gain expertise and efficiencies.
Table 16. Estimated Annual Borough Expenditures
Operating Expenditures
Salaries and Benefits

$600,000

Contracted Services

$150,000

Administrative Costs

$200,000

Subtotal

$950,000

Education Expenditures
Required Contribution to Schools
School Bond Debt

$1,000,000
$750,000

Subtotal

$1,750,000

Total Expenditures

$2,700,000

Note: Does not include additional local contribution.

It is important to recognize the size, structure, and cost of the proposed borough is locally driven. A study
conducted in 2012 estimated borough staff and administrative costs at $503,000. (Preliminary Assessment Fiscal

Feasibility of a Potential Western Bristol Bay Borough; this study can be accessed through the links in the
Resource Documents chapter of this document.) The 2012 study envisioned three positions including a halftime borough manager, a full-time clerk/finance manager, and a full-time planner/grant writer.
Startup costs for the new borough include merging accounting systems, legal expenses, formation of new
community and tribal agreements, and selection of state land. These one-time costs are not included in the
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annual expenditure estimate. Offsetting these initial costs are organizational grants provided by the State to
defray the cost of transition (AS 29.05.190). The grants are distributed over a three-year period, with $300,000
paid in the first fiscal year, $200,000 in the second year, and $100,000 in the third year.

Comparable Borough Budgets
For comparison, recent budgets for Lake and Peninsula Borough, Bristol Bay Borough, and Aleutians East
Borough are summarized below. Detailed budgets for these and other Alaskan municipalities can be found on
the DCCED website.20
It is important to note several differences in service levels.


The Aleutian East Borough operating budget was $3.7 million in FY 2016. The budget includes $840,000
in school support. The full budget, including capital projects, totaled $6 million.



Bristol Bay Borough provides $4.2 million in services including libraries, fire department, police, road
maintenance, water/sewer, dock, and a pool. The total expense budget was $8.3 million.



Lake and Peninsula Borough’s operating expenditures are nearly $1.3 million, which includes six fulltime employees and several contractors (legal counsel, lobbyist, fisheries advisory, and two mining
consultants). The full expense budget of $6.4 million includes additional expenses for economic
development, community development, resource management (including a fishery advisory
committee), and appropriations to communities for shared state taxes.
Table 17. Comparison of Neighboring Borough Budgets, FY 2016
$1,634,824

$3,527,886

Lake and
Peninsula
$676,374

Services

-

$4,190,867

-

Contracted Services

-

-

$232,070

Travel

-

-

$218,905

$364,574

$296,172

$126,953

Operating Expenditures
Salaries and Benefits

Administrative Costs

Aleutians East

Bristol Bay

Other Expenditures

$1,742,022

$319,224

$42,596

Total Operating Expenditures

$3,741,420

$8,334,149

$1,296,898

Total Expenditures

$6,011,422

$8,334,149

$6,446,984

Source: DCCED Borough Budget Reports.

Education Expenditures
The borough would be responsible for contributing the equivalent of a 2.65 mill property tax to fund boroughwide school operations. Additionally, the district would contribute to School Bond Debt Reimbursement for all
schools in the region.

20

https://www.commerce.alaska.gov/dcra/dcrarepoext/Pages/FinancialDocumentsLibrary.aspx
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Currently, the City of Dillingham contributes $1.3 million to support schools in the Dillingham School District.
This amount is approximately $750,000 more than the minimum amount required (nearly $565,000 in FY 2016).
In contrast, school operating costs for SWRS are fully funded by the State School Foundation formula.
Additionally, the State fully funds facilities and school elections are conducted by the State Division of Elections.
Both districts are of nearly equal size and are well established. There are many aspects of a merger that will
require careful consideration and negotiation between the school districts and community leaders to maintain,
or improve, the quality of education in the region.

Funding Formula Overview
Public schools are funded from a combination of a required local contribution, Federal Impact Aid, and State
Aid (AS 14.17.410). Key aspects of the funding formula are summarized below, based on information in statute
and a public school funding overview published by DEED in September 2015.

The local contribution is the equivalent of a 2.65 mill tax levy on the full and true value of the taxable real
and personal property in the district; and not to exceed 45 percent of the district’s basic need for the
preceding fiscal year.
Federal Impact Aid provides funds to school districts for children of parents living and/or working on federal
property “in-lieu of local tax revenues.”
State Aid entitlement is determined by deducting the required local contribution and 90 percent of Federal
Impact Act from the Basic Need determination, plus adjustments for funding “floor” and Quality Schools
Grants.
The state uses a student-based formula to determine Basic Need. Factors that affect calculation include the
number of enrolled students during the October student count period, school size, special needs funding,
vocational and technical funding, and correspondence programs. The computations result in a District Adjusted
Average Daily Membership (ADM). In turn, the ADM is multiplied by the Base Student Allocation (BSA) to
determine Basic Need. The BSA in FY 2016 was $5,880.

Current School District Operating Budgets
Dillingham was incorporated as a First Class city in 1963. Like other First Class and Home Rule cities in
unorganized boroughs, Dillingham has essentially the same responsibilities as a borough in terms of operating
the municipal school district. Enrollment in the Dillingham School District was nearly 450 students in FY 2016
with an operating budget nearly $10 million.
Enrollment in the SWRS was nearly 600 students and the operating budget was $18.1 million in FY 2016. The
SWRS operates seven schools in the region. For reference, school enrollments, total operating budgets, and
other budget details are provided for neighboring boroughs in the table on the next page.
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Table 18. Current School Districts Operating Budgets, FY 2016
Dillingham School District

449

$7.4 million

Administration/
Other
$2.4 million

Southwest Region

585

$12.6 million

$5.5 million

$18.1 million

Enrollment

Instruction

Total
$9.9 million

Aleutians East Borough

242

$6.1 million

$3.0 million

$9.1 million

Bristol Bay Borough

133

$2.0 million

$1.5 million

$3.5 million

Lake and Peninsula Borough

341

$9.8 million

$4.9 million

$14.7 million

Source: DEED.

Minimum Local Contribution
Under State regulations, the Dillingham City School District and the SWRS would be given two years to merge
into a single areawide school district. Computations for the minimum local contribution would be district wide,
including communities now included in the SWRS. Upon formation of a borough, the State Assessor is
responsible for developing a Full Value Determination (FVD) for the region. The FVD is used to compute the
required amount, even if the borough utilizes alternative revenues to meet the obligation.
The City of Dillingham has a FVD approved by the State Assessor ($99,000 per capita in 2015). In the absence
of a FVD for the communities in the SWRS, some estimation is required. Recent borough analyses utilized
estimates of $25,000 and $35,000 per capita, resulting in additional $260,000 to $360,000 for the required
payment. However, the State Assessor has cautioned that these estimates are likely low recognizing property to
be included in a future valuation includes homes, recreational and commercial vessels, vehicles, hotels and
lodges, commercial businesses, and fish processing plants.
After reviewing FVD for an array of coastal and river communities, this analysis utilized $65,000 per capita. When
multiplied by the population outside of Dillingham (2,621), the estimated FVD is $170,365,000. When the 2.65
mill rate is applied, the estimated minimum location contribution is $450,000.

State and Federal Funding
Currently there are separate calculations for each school district for Federal Impact Aid and State Aid. Upon
formation of a borough, funding calculations will be made in a single calculation for the district. After review of
the DEED Public School Funding Program Overview, and subsequent discussions with the DEED School Finance
Manager, estimates for State and federal aid coming into the region for schools are not changed. It is possible
that the region could receive slightly more funds due to Impact Aid calculations and the School Cost Differential
(which provides additional for schools in remote areas). For this analysis, no adjustments have been made.
FEDERAL IMPACT AID
Federal Impact Aid is financial assistance to school districts that have exempt federal property or an influx of
children resulting from a federal project or activity. The federal law has an “equalization provision” that allows
a State to reduce the amount of State aid sent to a district that receives Federal Impact Aid. SWRS officials
report that 90 percent of Federal Impact Aid is currently retained by the State.
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However, a municipal school district can retain a higher portion of the federal funds by funding over its required
minimum local contribution. A combined school district for the proposed borough could receive more Federal
Impact Aid funding than the two existing, separate entities because the formula would be affected by the higher
percentage of federal lands and payments over the minimum required amount.

School Bond Debt
Municipal school districts bond for school construction and major maintenance. Under the State Bond Debt
Reimbursement Program, the City of Dillingham is expected to pay 30 percent of the costs of bonds. In contrast,
Regional Educational Attendance Areas rely on the State for these costs.
The annual bond debt for Dillingham Schools is currently $1,176,090, of which 70 percent is budgeted for State
reimbursement. However, the State’s funds are subject to annual appropriation. In FY 2017, a portion of the
program funds were vetoed. Dillingham’s obligation increased from approximately $350,000 to more than
$550,000.
The borough-wide school district would be required to contribute to bond debt for schools currently located
within the SWRS. For planning purposes, this analysis estimates annual payments of $750,000 for school debt
reimbursement.

Additional Education Contributions
An important consideration is payment of additional education funds beyond the minimum local contribution.
The City of Dillingham currently contributes approximately $750,000 to augment the school district budget for
operations and maintenance.
Decisions concerning additional education payments are determined within the region. There are many possible
scenarios including no additional payment, continuation of the additional payment at the current level, or
increasing the amount to enhance education throughout the district.
If supplemental payments are made between $750,000 and $1.5 million, local education expenses could increase
to $2.5 to $3.2 million. (The State also has a formula-driven cap to establish the maximum payment.)
Table 19. Estimated Costs with Continued Education Supplement
Annual Estimate
Required Contribution to Schools
School Bond Debt
Estimated Additional Payment
Subtotal

$1,000,000
$750,000
$750,000 to $1,500,000
$2,500,000 to $3,250,000

School Service Area Option
An option to explore is establishing one school district with two “school service areas.” The areas would likely
encompass the existing school districts and each area would maintain its own advisory board. The purpose of
this approach would be to allow each entity to continue to operate in a similar manner to the current situation.


Each area could provide input regarding the optimal budget level and funding mechanism.
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Responsibility for school bond debt and future school projects would be transferred to the Borough
and funded by areawide revenues.

Service areas are utilized extensively throughout Alaska, but the approach has not been used for schools.
Discussions with DCCED and DEED did not reveal any statutory or constitutional barriers to this approach.
Financially, the new district would remain responsible for the required minimum local contribution and local
contribution to school bond debt, estimated at $1.7 million annually. This approach preserves flexibility to
determine the amount of additional education payments for each service area and the funding mechanism.
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Borough Revenue Scenarios
Summary of Potential Tax Scenarios
The table below provides a summary of the tax scenarios discussed in this chapter.


If the borough levied a commercial fishing tax, an accommodations tax, and a sales tax at the rates
described below, estimated revenues are between $1.7 million and $3.9 million annually.



If the accommodations tax was levied only on properties outside of Dillingham and Aleknagik,
estimated tax revenues from all three sources are between $1.6 million and $3.7 million annually.
Table 20. Potential Annual Borough Revenue Estimates
Estimated Revenue from
Fish Harvests
$45,000,000
Estimated Revenue from
Accommodations
$5,000,000*
$3,100,000**
Estimated Revenue from
Sales
$55,000,000

2 Percent Tax

3 Percent Tax

4 Percent Tax

$900,000

$1,350,000

$1,800,000

6 Percent Tax

8 Percent Tax

10 Percent Tax

$300,000

$400,000

$500,000

$186,000

$248,000

$310,000

1 Percent Tax

2 Percent Tax

3 Percent Tax

$550,000

$1,100,000

$1,650,000

Source: McDowell Group estimates based on ADFG, DOR, and business websites.
*Includes all accommodations.
**Includes accommodations located outside of Dillingham and Aleknagik.

Potential Revenue Sources for Borough
Borough Fish Tax
Using ten-year averages to smooth out the cyclical nature of commercial fishing, the Nushagak and Togiak
Districts generate approximately $45 million in ex-vessel value annually. At rates between 2 and 4 percent, a
borough-wide fish tax could generate between $900,000 and $1,800,000 annually.
Table 21. Fish Tax Revenue
Estimated Revenue
from Fish Harvests

2 Percent Tax

3 Percent Tax

4 Percent Tax

$45,000,000

$900,000

$1,350,000

$1,800,000

Source: McDowell estimates based on ADFG data.

The tax rate does not have to be uniform for all species. As an example, the City of Egegik taxes salmon at 1
percent and other species at 2 percent.

Borough Bed Tax
A tax levied on accommodations would capture economic activity from business and recreational travelers to
the region. The borough could levy a bed tax on all lodges within the DCA boundaries or on lodges operating
outside Dillingham and Aleknagik. Based on current tax collections, estimated accommodations sales subject
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to bed tax in Aleknagik and Dillingham is nearly $2 million. (People traveling for government purposes are
commonly exempt from local bed taxes.)
Table 22. Municipal Bed Tax and Revenues, 2015
Dillingham

$83,338

Bed Tax
Percent
10%

Aleknagik

$98,238

9%

Bed Tax

Est. Accommodation
Revenues
$833,380
$1,091,533

Source: Alaska Taxable 2015 and McDowell Group estimates.

In addition to properties in Dillingham and Aleknagik, there are approximately 40 lodges and other properties
offering guest accommodations in the DCA. Many of these accommodations operate seasonally. Based on a
review of available information concerning property size, rates, and operating season length, a conservative
estimate of taxable accommodations sales in the CDA is $5 million. The borough could anticipate between
$300,000 and $500,000 annually if all accommodations were taxed at rates between 6 and 10 percent.
Table 23. Accommodation Tax Revenue, All Properties
Estimated
Accommodations
Revenues
$5,000,000

6 Percent Tax

8 Percent Tax

10 Percent Tax

$300,000

$400,000

$500,000

Source: McDowell Group estimates.

Estimated taxable revenue for accommodations located outside of Dillingham and Aleknagik is $3.1 million,
with potential borough tax revenues between $186,000 and $310,000 annually. This conservative estimate
accounts for seasonal operations, fluctuations in occupancy, and an estimate of the lodge package price
attributable to accommodations. (Package prices commonly include costs associated with sport fishing, guided
sightseeing tours, meals, and flights.)
Table 24. Accommodation Tax Revenue, Outside of Dillingham and Aleknagik
Estimated
Accommodations
Revenues
$3,100,000

6 Percent Tax

8 Percent Tax

10 Percent Tax

$186,000

$248,000

$310,000

Source: McDowell Group estimates.

Borough Sales Tax
The municipalities of Dillingham, Aleknagik, Clark’s Point, Manokotak, and Togiak currently collect sales tax.
Based on 2015 collections, approximately $54 million in commercial activity was subject to sales tax.
A conservative estimate of areawide commercial activity subject to sales is $55 million, including sales at remote
lodges and in municipalities without an existing sales tax. Sales tax could generate between $550,000 and
$1,650,000 annually at rates between 1 and 3 percent.
Table 25. Potential Borough Sales Tax Revenue
Estimated Revenue
from Sales

1 Percent Tax

2 Percent Tax

3 Percent Tax

$55,000,000

$550,000

$1,100,000

$1,650,000

Source: McDowell Group Estimates based on Alaska Taxable 2015.
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Borough Revenues from State Shared Taxes and Community Assistance
The borough could expect approximately $575,000 annually from shared fisheries taxes and Community
Assistance. Depending on agreements between the borough and communities, the borough’s portion of fish
tax revenues could be retained or transferred to communities to preserve local revenues.
Table 26. Estimated Borough Revenues from the State
Community Assistance Program

State
Revenues
$305,000

Fisheries Business Tax

$265,000

Fisheries Resource Landing Tax
Total Revenues

$4,500
$574,500

Source: Alaska Taxable 2015, DOR, and DCCED.

Other Borough Tax Options
Boroughs across Alaska collect a variety of taxes based on the economic activity occurring within their
boundaries. There is considerable flexibility including tax types, rates, and the ability to collect taxes on a
seasonal basis. Examples include alcohol, tobacco, and vehicle rental taxes. The City and Borough of Sitka taxes
sport fishermen with a $10 flat fee per fish box. Boroughs with mineral resources commonly levy a severance
tax or negotiate a PILT payment. Many communities are considering the tax implications of recent legalization
of commercial marijuana production and sales.
Property taxes are common revenue source for boroughs. Property tax rules and exemptions are outlined in
state statute (Title 29). Key provisions concerning exemptions are outlined below.
Mandatory Property Tax Exemptions:


Native trust land, including homes of individuals on “restricted” land



Federal, municipal, or state property



Most nonprofit land



$150,000 assessed value exemption for seniors (over 65) and disabled veterans.

Optional Property Tax Exemptions:


All property within cities



Exemption of all personal property including vehicles, boats, and airplanes



Exemption of the first $50,000 of all personal residences.



Value of residences of seniors and disabled veterans over $150,000.

Considerations for not levying a property tax in the DCA include lower (and often difficult to establish) property
values and the mandatory exemption of all “restricted” land creating inequity with those who are not on
“restricted” land. Based on concerns expressed at the initial Task Force meeting, coupled with the lack of
property tax valuations for much of the region, property tax estimates are not reflected in the financial scenarios
at this time.
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Summary of Financial Assumptions
Determining the financial feasibility of a potential borough in the DCA requires numerous financial assumptions
as well as input from Task Force Members, governing entities, and residents. Variables that affect projected
revenues and expenses include:


Changes in State statute concerning school funding formula and required payments, Community
Assistance Program, and municipal powers and responsibilities.



Fluctuations in commercial fishing harvests and prices.



Fluctuations in business and recreational travel to the region.



Changes in the economic health of residents and organizations that affect commercial activities.



Decisions and agreements concerning the size and structure for the new borough and school district.



Decisions concerning the array of taxes types, rates, and exemptions to fund borough operations.



Decisions to maintain or eliminate existing taxes collected by communities in the DCA.



Agreements concerning revenues that currently go to communities, but would be paid to the Borough,
such as federal PILT and State fish taxes.

Possible Revenue and Expense Scenarios
The table below illustrates one possible scenario for revenue generation with a borough-wide fish tax at 3
percent, an 8 percent bed tax on accommodations in communities not currently taxed, and a borough-wide
sales tax of 2 percent. These revenues, coupled with $300,000 new Community Assistance Program payments
to the borough, result in estimated revenues of $3 million. Estimated borough expenses total $2.7 million for
borough operations, estimated minimum contribution to schools, and school bond debt. Under this scenario,
the borough would have an annual surplus of $300,000. (Additional educational funding outside of the
minimum required contribution is not included in this scenario.)
Table 27. Estimated Borough Revenues and Expenditures
Scenario 1: Expenses Estimates Based on Prior Chapter (Table 17)
Estimated Revenues
Fish Tax (3%)

$1,350,000

Bed Tax (8%)

$250,000

Sales Tax (2%)

$1,100,000

State Community Assistance
Subtotal Estimated Revenues

$300,000
$3,000,000

Estimated Expenditures
Borough Expenses
Minimum Contribution to Schools
School Bond Debt
Subtotal Estimated Expenses
Balance

$950,000
$1,000,000
$750,000
$2,700,000
$300,000

Note: Figures are rounded to the closest ten thousand.
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The second scenario below incorporates a more conservative estimate of borough operating expenses
($650,000) and reduces the fish tax to 2 percent. All other values remain the same as the base scenario, resulting
in an estimated annual surplus of $150,000.
Table 28. Estimated Borough Revenues and Expenditures
Scenario 2: Modest Borough Operating Expenses and 2% Fish Tax
Estimated Revenues
Fish Tax (2%)

$900,000

Bed Tax (8%)

$250,000

Sales Tax (2%)

$1,100,000

State Community Assistance
Subtotal Estimated Revenues

$300,000
$2,550,000

Estimated Expenditures
Modest Borough Expenses
Minimum Contribution to Schools
School Bond Debt
Subtotal Estimated Expenses
Balance

$650,000
$1,000,000
$750,000
$2,400,000
$150,000

Note: Figures are rounded to the closest ten thousand.

Scenario three incorporates a very conservative estimate of borough operating expenses ($550,000) and reduces
the sales tax to 1 percent. All other values remain the same as the base scenario, resulting in an estimated annual
surplus of $150,000.
Table 29. Estimated Borough Revenues and Expenditures
Scenario 3: Very Modest Borough Operating Expenses and 1% Sales Tax
Estimated Revenues
Fish Tax (3%)

$1,350,000

Bed Tax (8%)

$250,000

Sales Tax (1%)

$550,000

State Community Assistance

$300,000

Subtotal Estimated Revenues

$2,450,000

Estimated Expenditures
Very Modest Borough Expenses
Minimum Contribution to Schools
School Bond Debt
Subtotal Estimated Expenses
Balance

$550,000
$1,000,000
$750,000
$2,300,000
$150,000

Note: Figures are rounded to the closest ten thousand.

Numerous additional scenarios can be created using the estimates in this report as a foundation. Residents and
community leaders will need to evaluate the financial impacts on the region concurrently with the potential for
enhancing education, economic opportunity, and regional coordination on priority initiatives.

Borough Feasibility Study

McDowell Group, Inc.  Page 34

Resource Documents
BBNA and McDowell Group compiled numerous resource documents related to this study. The documents are
listed below and can be accessed using the following link:
https://drive.google.com/open?id=0ByaunyNLKXmnQi1KZ3JISWthSHM
Bristol Bay Native Association. Borough Study Proposal. (October 2014)
Bristol Bay Native Association. Bristol Bay Comprehensive Economic Development Strategy. (2015)
Bristol Bay Native Association. Budget Amendment Spreadsheet. (February 2016)
Bristol Bay Native Association. Budget Justification Narrative Amendment. (February 2016)
Bristol Bay Native Association. City of Dillingham Annexation Resolution. (October 2010)
Bristol Bay Native Association. Contract for Services with McDowell Group. (March 2016)
Bristol Bay Native Association. Regional Government Study with Tribes Narrative (SEDS Grant Application).
(September 2015)
Bristol Bay Native Association. Regional Government Study with Tribes Objective Work Plan (SEDS Grant
Application). (April 2015)
Bristol Bay Native Association. Regional Government Study with Tribes Revised Narrative. (February 2016)
Bristol Bay Native Association. Strategic Plan.
City of Aleknagik. Joint Resolution Aleknagik. (October 2010)
City of Dillingham. Annexation of Commercial Fishing Waters. (June 2015)
City of Dillingham. Chronology of Events. (May 2015).
City of Dillingham. Frequently Asked Questions about Dillingham’s Proposed Annexation. (July 2010)
City of Dillingham. Petition to Annex (Three Parts). (May 2015)
City of Dillingham. Summary of Activities. (1986)
City of Manokotak. Resolution. (September 2010)
City of New Stuyahok. Resolution. (September 2010)
Department of Commerce, Community and Economic Development. Dillingham Proposed Annexation
Boundaries Map. (June 2010)
Department of Commerce, Community and Economic Development. Municipal Government Structure in
Alaska. (June 2010)
Department of Health and Human Services. Annual Update of the HHS Poverty Guidelines. (January 2015)
Ekwok Village Council. Annexation Proposal Objection. (October 2010)
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Information Insights. Bristol Bay Regional Vision Project (Includes final report, summary, mind map, summit
report). (November 2011)
Kevin Waring Associates. Preliminary Assessment Fiscal Feasibility of a Potential Western Bristol Bay Borough.
(February 2012)
Lake and Peninsula Borough. Public Comments for Annexation by the City of Dillingham. (September 2010)
Local Boundary Commission. LBC Decision on City of Dillingham Annexation. (December 2011)
Local Boundary Commission. Ekuk’s Joint Borough Formation Supplemental Report. (November 2011)
Local Boundary Commission. Final Report to the Local Boundary Commission Regarding the Proposal to
Annex Approximately 396 Square Miles of Water and 3 Square Miles of Land to the City of Dillingham. (April

2011)

Local Boundary Commission. Model Borough Boundaries. (June 1997)
Local Boundary Commission. Notice of Filing of Petition for Legislative Review Annexation to the City of

Dillingham. (October 2015)

Local Boundary Commission. Notice of Filing of Petition for Legislative Review Annexation to the City of
Manokotak and Supplemental Notice of Filing of Petition for Legislative Review Annexation to the City of
Dillingham. (February 2016)
Local Boundary Commission. Preliminary Report to the Local Boundary Commission. (June 2016)
Local Boundary Commission. Reconsideration Request from Ekuk. (December 2011)
Northern Economics. The importance of the Bristol Bay Salmon Fisheries to the Region and its Residents.
(October 2009)
Sheinberg Associates. City of Dillingham Analysis of Annexation Options. (July 2003)
Sheinberg Associates. Dillingham Area Analysis of Borough Formation. (September 2003)

Travel Costs to Dillingham from Outlying Villages.
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Appendix
The following section includes public comments received on the draft study.
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