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An Act making a supplemental appropriation to the Department of
Revenue for financial assistance to. municipalities; and providing
for an effective date.
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Funding__Information 13-0636
General Fund "5757100,000 Cook
0

Other Funds -0 1-25-83
$25,100,000
IN THE HOUSE BY LACHER
HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL jre 2
For an Act entitled: "An Act making aﬁA-appropriation to the Department of
Revenue for financial assistance to municipalities;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $25,100,000 1is appropriated from the general
fund to the Department of Revenue for the municipal assistance fund
(AS 43.20.U16(a)) for distribution to municipalities for the fiscal year
ending June 30, 198

* Sec. 2. The unexpended and unobligated portion of the appropriation
made by this Act lapses into the general fund June 30, 1984.

* Sec. 3. This Act takes effect immediately 1in accordance with AS 01.-

10.070(c).
/Manuel (*- fi /utftujr
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house of Representatives

Committee on pouch y
State Capitol
Official Business Community & Regional Affairs Juneau, Alaska 998ii

MUNICIPAL ASSISTANCE FUND

The intent of municipal assistance funds is to permit municipalities to
reduce local property tax. The primary source of the fund 1is the
severance tax on oil production.

In 1981, the source of these revenues was the special oil and gas
corporate income tax which was repealed and the severance tax increased
to maintain the same level of revenues. There was no change made to the
municipal assistance fund which, because of the method of computation
under the new law, was funded at a considerably lower level than if the
law had not been changed.

Following the session, legislative leaders stated that they did not
intend to adversely impact local governments and would make corrections.

In the 1982 session, the Legislature amended the law, 1increasing from
10% to 30% of severance tax received to be distributed to
municipalities, but the legislature failed to adjust the FY 83

appropriation to reflect that intent.

FY 83 - $96.4 million if Legislature had not: changed the oil and gas
corporate tax.

FY 83 - $71.3 million appropriated

$25.1 million shortfall
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STATE OF ALASKA 1984 LEGISLATIf SESSION
FISCAL NOTE

Revision Date: 12/29/83

REQUEST FISCAL DETAIL

Bill/Resolution No.: HB 153 CS Agency Affected: Community & Regional Affairs
Title: Supp Approp/Rev/Fin Program Category Affected: Development
Asst./Hunic. Rec 1D 335

Sponsor: c&RA Committee BRU, Program or Subprograml!s) Affected:
Requestor: jav Hogan

Date of Request: 12/16/83

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
AOO SUPPLIES
500 EQUIPMENT
600 LANO & STRUCTURES
700 GRANTS, CLAIMS
300 MISCELLANEOUS

TOTAL OPERATING | No f-seal imui(:t DCRA

1 CAPITAL No fiscal imDact DCRA 1 1
E REVENUE No fscal impact DCRA

FUNDING:  (Thousands of Do! ars)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By:" erju Phone: 465-4750
Division Mumci®pal & Regional” Aisy”~tance Date: TZ77J7TTT

Approved by Commissioner: ,JI.K ,
Agency: Community and tefiiom _
Distribution (by Agency preparing fiscal note):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies) . 12/1/83
=\ R . iy ie"W72. '



STATE OF ALASKA 1984 LEGISLATIVE SESSION
i FISCAL NOTE

iRevislon Date; 12/29/83

Bill/Resolution No.: HB 153 CS (C&RA)

Title: Supp Approp/Rev/Fin Asst./Mumc.
Rec ID 335

ANALYSIS:

Assumptions:

The AS 43.20.016(a) program is administered by the Department of Revenue.
As a result, Community and Reqional Affairs would not be fiscally impacted
though the legislation could be helpful to municipalities.

Positions:

Other Expenditures:

Funding:

Section Cost Analysis:

Computations:

Economic Impact:

Impact on Local Government:



BUI Sheffield, Governor

DEPT. OF COMMUNITY A REGIONAL AFFAIRS nueH B

JUNEAU. ALASKA 99811
OFFICE OF THE COMMISSIONER PHONE: 19071 465*700

POSITION PAPER

RE: HB 153

SPONSOR: House Community X Regional Affairs Committee

PROGRAM EFFECTS

This Legislation would provide an appropriation of $25,100,000 to
the Department of Revenue for distribution under the Municipal
Assistance Program.

COMMENTS

The Municipal Assistance Program guidelines call for a maximum of
30% of Corporate Income Tax revenues to be allocated to municipal
assistance. This appropriation would bring the level of funding for
FY 1983 up to this 30% maximum. The funding for this bill does not
appear to have been included in the Governor"s budget and the
sponsor has not indicated where reductions would be made.



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Mo; HB 153 Date on Bill: 272183

Tlute: .suplemp.nral agnropria.ri nn fOr- LLaanCLa 17a.s.sisrnnrj—- £q,. mn-? cdpa li tioe
SponSQP; House Community & Regional Affairs Cornm-f i-l-p

Requestor: jpngeo 1 mRpginnal__Affairs_ Comm-i M-pq

1. Estimated fiscal impacts on;

a. Expenditures:
(Thousands of Dollars!

FY 83 FY 84 FY 85 FY 86
CaDita i
ODeratina
iota\ 4 q n-

b. Revenues:
Revenue

2. Source of funds to offset fiscal 1impact of bill

The funding for this bill does not appear to have been included 1in the
Governor®s budget and the sponsor has not 1indicated where reduction would be
mad e .

3. Assumptions:

This 1is a supplemental to an existing program.

4. Disclaimer:

This statement has not been reviewed by the OMB in the Office of the Governor. It doe
not represent the policy of the Sheffield Administration or the final estimate of fisc
impact.

Prepared By: Terrv Eai Phone: 465_47.30

Di VI sion : Local Gnvgrtitip-w r Aq(1{6i > Date: 9/0/R3

Approved by Commissionepr ¢ Date: 2/9/83

Department: Cornnmrtit-v & RpHnnaI_Aff.l<rq

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor
Copy to Requestor 2/8/83



Suggested by: City Council
CITY OF KENAI
RESOLUTION NO. 83-35

A RESOLUTION OF THE COUNCIL OF THE CITY OF KENAI, ALASKA
REQUESTING THE THIRTEENTH LEGISLATURE OF THE STATE OF ALASKA TO
SUPPORT SB 17 AND/OR HB 136 BOTH OF WHICH REPRESENT SUPPLEMENTAL
MUNICIPAL ASSISTANCE FUNDING FOR MUNICIPALITIES THROUGHOUT THE
STATE OF ALASKA.

WHEREAS, the supplemental appropriation of $25 million for FY 83
municipal assistance revenues 1is designed to fully fund the
entitlement at the amount had not the method of taxation of the
petroleum industry been changed during the 1981 State Legislative
Session, and

WHEREAS, it was the intent of the Twelfth Legislature to provide
this funding for the purpose of permitting local governments to
reduce taxes in the local community, and

WHEREAS, the City of Kenai, Alaska used all of its municipal
assistance funding for the purpose for which the Twelfth Legislature
intended municipal assistance to be used by reducing the mill

levy to 2.1 mills for the property taxpayers within the City of
Kenai, and

WHEREAS, the City anticipated full funding of municipal
assistance at the same rate previously provided by the old
corporate income tax, and

WHEREAS, to maintain this 1low mill Jlevy and to meet the
anticipated expectations of the local taxpayers, the
supplementary municipal assistance funding becomes extremely
important to the City of Kenai, Alaska, and

WHEREAS, the Twelfth Legislature of the State of Alaska 1is basically
and primarily responsible for the actions of the Kenai City

Council in reducing its mill 1levy and therefore entitled to a

major portion of the credit for the 1low mill levy in the City of
Kenai .

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF
KENAI, ALASKA, that said Council go on record urging the
Thirteenth Legislature of the State of Alaska to fund the
supplemental municipal assistance bill which will permit the City
of Kenai to carry out the Legislature®s original intent to permit
that money to be used in the General Fund Budget for the sole
purpose of reducing the mill levy for local taxpayers and to



3i 11 He: hb 153 Date on Bill : _2/2/83
Jitie: "An. Act making a sumlerLentaLABnropriation to the Dept, nf rpv , fnr financial assictanrP
5pensorto municipalities; and providing for an effpctive date."
Requestor: House Comm. & Reg. Affairs Committee/" Sponsor - same

1. Estimated fiscal impacts on:

a. Expenditures:
"Thousands of Dolla "S)

e FY 83 FY 8A FY ¢5 ry 85
Caoital §$25.100.0
Goerati nq
Total $25,100.0
b. Revenues: .
Revenue 1 | | | | | f

2. Source of funds to offset fiscal impact of bil
N/A

Assumptions:

A Disclaimer:
This statement has not been reviewed by the CMC in the Office of the Governor. It does

not represent the policy of the Sheffield Administration or the final estimate of fiscal
imodct.

Prepared By: CRA Phone:
Divi sion T /m Date: 9-7/w/-(3

Approved by Commissioner: A/
department:

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor
Copy to P.equestor 2/8/81



FEB 141983

STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Mo; -HR, 153- Date on 31ill: 2/2/82
Title:"An Act making a supplemental appropriation to the Dept, nf Rpv. fnr financial assi stance
Sponsor to municipalities; and providing fnr an effpctive date.”

?questor: House Comm. & Reg. Affairs Committee/ Sponsor - same

1. Estimated fiscal impacts on:

a. Expenditures:
Thousands of Dollars™)

I. Source of funds to offset fiscal impact of bill:

N/A
Assumptions:
4. Disclaimer:
This statement has not been reviewed by the OMB in the Office of the Governor. It does
not represent the poTTcy of the Sheffield Administration or the final estimate of fiscal
impact. jJ[
&UsJjJLE& - jluu oumX- , Phone: V6 S"*A--\od
Date: g-//<//43
Approved by Commissioner: Date: U/'iIXi
Department:

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor
Copy to Requestor 2/8/83



THE FOLLOWING DOCUMENT(S) MAY NOT FILM
LEGIBLY BECAUSE OF POOR QUALITY OF THE
ORIGINAL.
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THE PRECEDING DOCUMENT(S) MAY NOT FILM
LEGIBLY BECAUSE OF POOR QUALITY OF THE
ORIGINAL.



wmw = - TWr-r, rrm—r r. m--—-r?v-—- T :u " LIIW IN- OOOv OUIl-W 11T
TU?M: MARTJE/MAT3U TO; JUNEAU XHFCm
VPCEV: L.JHL >UIU: LETTER "R "~Pcm OFf WIiLFIEP

"DLLOWING IS THE: TEXT CF A LETTER SEN1 VFI. “COPY e«
ISRUARY 14, 1983 \

REPRESENTATI VE EARPARA LACHER
REPRESENTATIVE RONALD LARSON
SENATOR JALMAR KE"RTTUL.A

DEAR REPRESENTATIVE** LACMER, LARSON AND SENATOR KERTTULA,

HE CURRENT SHORTFALL IN REVENUE SHARING AND MUNICIPAL ASSISTANCE TO THE CITY
OF PALMER IS APPROXIMATELY *452,959.00 oRrR £.37 .MILL RATE EPUTVAIFNT.

HE URGE YOUR SUPPORT 1!,r- =Q. HP .1 . SB 17, HXt 136, MB 155.- "

MOULD YOU HAVE ANY QUESTIONS, PLEASE CONTACT ME,

YOURS TRULY,

DAVID L. SOULAK, CITY MANAGER, CITY OF PALMER
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TO: House C & R A Committee
FROM: Staff

SUBJECT: HB 152 & HB 153

DATE: February 14, 1983

Telephone call received February 14, 1983 from Dorothy Jones,
Matanuska-Susitna Borough Assembly member. Mrs. Jones supports passage
of HB 152 and HB 153 because the property tax mill levy will have to be
increased at least one mill if the funds are not received,

The Mat-Su Borough 1is attempting to get voter approval of a school bond
issue which will increase property taxes, and any additional taxes
required because of the shortfall in revenue sharing will be strongly
opposed.



CAPITAL OF ALASKA
155 SOUTH SEWARD ST. JUNEAU, ALASKA 99801

LAW DEPARTMENT - 586-3300

February

House Community and Regional
Affairs Committee

Pouch V

Juneau, Alaska 99811

File: Legislature - 1983 - HB 153
Ladies and Gentlemen:

The City and Borough of Juneau urges your fTavorable action on
HB 153, the supplemental appropriation for municipal assistance.

The city and borough depends heavily wupon revenue sharing,
municipal assistance, and other state assistance to keep 1its
mill levies low. The city and borough areawide levy for the
current year is 6.04 mills. For Juneau, the reduction in th
municipal assistance fund which occurred last year translates
into a 1.3 mill increase this next year or a significant reduc—
tion in public services. We urge you to pass out HB 153 with
a do pass recommendation so that we may avoid this potentional
21% increase in our areawide levy.

Sincerely,

Gerald L. Sharp 7
City-Borough Attorney
GLS:jr
cc: Mayor and Assembly

Ginny Chitwood, Executive Director
Alaska Municipal League
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Alaska BINtzZ IGijslature

Barbara Lacher, Chairman SRoorg 1()4I
Mae Tischer, Vice-Chairman tate Capito
Randy Phillips Juneau, Alaska 99811
Milo Frilz Pouch V
Don Clocksin Juneau, Alaska 99811

Jack McBride
Mike Szymanski

House of Representatives

Committee on Community & Regional Affairs
MUNICIPAL ASSISTANCE FUND

The Intent of municipal assistance funds is to permit municipalities to
reduce local property tax. The primary source of the fund is the
severance tax on oil production.

In 1981, the source of these revenues was the special oil and gas
corporate income tax which was repealed and the severance tax increased
to maintain the same level of revenues. There was no change made to the
municipal assistance fund which, because of the method of computation
under the new law, was funded at a considerably lower level than if the
law had not been changed.

Following tie session, legislative leaders stated that they did not
intend to adversely impact local governments and would make corrections.

In the 1982 session, the Legislature amended the law, increasing from
10% to 30% of severance tax received to be distributed to
municipalities, but the legislature failed to adjust the FY 83

appropriation to reflect that intent.

FY 83 - $96.A million if Legislature had not: changed the oil and gas
corporate tax-

FY 83 - $71.3 million appropriated

$25.1 million shortfall



Municipalit

ANCHORAGE, ALASKA 99502-0650
(907) 264-4431

TONY KNOWLES.

Anchorage

OFFICE OF THE MAYOR

To: House Community and Regional
Affairs Committee

From: Patrick M. Anderson, Office of
Legislative Affairs, Municipality
of Anchorage

Re: HB 152 & HB 153

Date: February 14, 1983

The Municipality of Anchorage fully supports House
Bills 152 and 153.

HB 153 would appropriate an additional $25.1 Million*
to the Municipal Assistance program. The appropriation would
have the effect of funding the program to the level of $96.4
million total for FY 1983. The significance of this level of
funding can be found in a short history of the municipal
assistance fund. SB 524, passed during the final days of the
1981 legislative session, changed the method of taxation of
the petroleum industry from corporate taxation to severance
taxation. The effect was to reduce the level of corporate
taxation. Since Alaska Statute 4,3.20.126 provided that the
State may share an amount equal to or greater than 10% of
the prior fiscal year®s corporate income tax receipts, the
net effect of SB 524 was to reduce the amount of the fund to
be shared. The legislature did not increase the amount shared
above the 10?0 mandated minimum, consequently, the reduction
in the corporate income tax receipts reducted the amount of
expected Municipal Assistance by $25.1 million.

HB 153 would give the Municipality an additional
estimated $11.5 million for FY 1983. This additional
funding would allow the Municipality to reduce the amount
of FY 1983 property tax requirements to approximately $40
million and reduce the the overall mill rate in Anchorage

HB 143 would provide approximately $510,000 in State
Revenue Sharing to the Municipality for road maintenance,
health facilities and hospitals.

We would be happy to provide answers to specific
questions.



. i firSheffield, Governor

»KPT. OF COMMUNITY & REGIONAL AFFAIRS POUCH B
JUNBAU. ALASKA 99811
OFFICE OF THE COMMISSIONER PHONE: (9071 465-4700

POSITION PAPER

RE: HB 153

SPONSOR: House Community & Regional Affairs Committee

PROGRAM EFFECTS

This Legislation would provide an appropriation of $25,100,000 to
the Department of Revenue for distribution under the Municipal
Assistance Program.

COMMENTS

The Municipal Assistance Program guidelines call for a maximum of
30% of Corporcte Income Tax revenues to be allocated to municipal
assistance. This appropriation would bring the level of funding for
FY 1983 up to this 30% maximum. The funding for this bill does not
appear to have been included in the Governor®s budget and the
sponsor has not indicated where reductions would be made.

DIl u
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STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT
Bill No: hb 153 _Date on Bill 2/2/83
Tjtl 0 :— _S.U.Plement-fil AnTirnnriatlnn fox financial
bponsor: Hous e Community & Regional Affairs Commit-t-PP

Requestor._Hnil9 a rnr|ril. .Regional__Affairs_r.nmTrn=t-rpp

a.qgigt-anra mt)- anr.icinalit;

1. Estimated fiscal impacts on:
a. Expenditures:
(Thousands of Dollars)
FY 83 FY 84 FY 85 FY 86
CaDita i
ODeratina
Total ) N TR a
b. Revenues:
Revenue
2. Source of funds to offset fiscal impact of bill:
The funding for this bill does not appear to have been 1included 1in the
Governor®"s budget and the sponsor has not indicated where reduction would be
mad e .
3. Assumptions:
This is a supplemental to an existing program.
4. Disclaimer:
This statement has not been reviewed by the OMB in the Office of the Governor, it doe
not represent the poTTcy of the Sheffield Administration or the final estimate of fisc;
impact.
Prepared By: Terery Earlov C A A Phone: 465-473n
Divisi 0"3: Local Oovprnro Date: ?/q/m
Approved by Commissioner Date: 2/9/83

Department: Community T, Rpginnnl Af falrq
5. Distribution:

Original to Legislative Finance

CoDy to OMB

Copy to Sponsor
Copy to Requestor



//& As 2—

AM/S*™ JsSAA™™* yy S &

N

Aw, A Pd./p/r- /-A? 3
&E-/7 S/yt?AAt cn-2  /Tu-ttt/c.~rtYsASci yy/ -Z"tcZAtA,
&*j  /\CA/XJE,cc™- .0:"-/Ay  AA?JTA~Jh-

EYARNEVAT <AAy "a 6js// s.//E; S-f
* X/

/ ..
AT [zt-inu,” y A Art/S/’?IfruyOer<yi yoasus/c.e”

/Ny "N/ ASS 4- - 3 3"r4 Mal y~- /S~£~
Y /* J>E/- 0O0~T* /s . -

y [/ **ot<nA~ "SZ"iiis "i/A.

& Ay=# AsSsA Ay -"+ -5"AA RSP NA/+4
f 7/ /

0t2s//*/"" SIy:A™><  oy~/r /2***m>: .. -A.110~"
A
W.@ -NYiIKw— ee— L - L | _Mf-

s" 2\



(A la sk a Jiia ie n S5tslaittre

House of Representatives

Committee on pouch v
. State Capitol
Community & Remonal Affairs Juneau, Alaska 99311

MUNICIPAL ASSISTANCE FUND

The intent of municipal assistance funds 1is to permit municipalities to
reduce local property tax. The primary source of the fund is the
severance tax on oil production.

In 1981, the source of these revenues was the special oil and gas
corporate income tax which was repealed and the severance tax increased
to maintain the same level of reverues. There was no change made to the
municipal assistance fund which, because of the method of computation
under the new law, was funded at a considerably lower level than if the
law had not been changed.

Following the session, legislative leaders stated that they did not
intend to adversely impact local governments and would make corrections.

In the 1982 session, the Legislature amended the law, 1increasing from
10% to 30% of severance tax received to be distributed to
municipalities, but the legislature failed to adjust the FY 83

appropriation to reflect that intent.

FY 83 - $96.4 million if Legislature had not changed the oil and gas
corporate tax.

FY 83 - $71.3 million appropriated

$25.1 million shortfall



NATE AMENDMENT

BY Sen. Community 5 Regional Affair-s
Committee

SENATE BILL No. 17
HOUSE BILL No.

Line: 13



£ Introduce Mayor

Date: Feb. 1, 1983
Vote: Unanimous
Action: Adopted

KENAI PENINSULA BOROUGH

RESOLUTION 83-32 FEB 7]%

A RESOLUTION SUPPORTING FULL FUNDING OF FISCAL YEAR 1983 MUNICI —
PAL ASSISTANCE REVENUES AND STATE REVENUE SHARING.

WHEREAS, the continuation of adequate levels of state
financial aid is essential for Alaskan local governments .to
continue to provide 1important, needed- services to their citizens
while holding down local taxes; and

WHEREAS, Municipal Assistance revenues are a sharing of
corporate 1income tax revenues by the state with Jlocal govern—
ments; and

WHEREAS, Alaskan 1local governments were assured that they
would suffer no financial harm when during the 1981 legislative
session SB 524 was approved which changed the method of taxation
of the petroleum 1industry by transferring much of the corporate
income taxes previously paid by that industry to severance taxes;
and

WHEREAS, the FY 3983 Municipal Assistance appropriation of
$71.3 million represents a $25.1 million shortfall from the $96.4
million minimum funding Ilevel which would have existed had not
SB 524 been approved.

WHEREAS, the Section 89 State Revenue Sharing entitlement
provides state aid to local governments for categorical services
such as road maintenance and health facilities and hospitals; and

WHEREAS, the FY 1983 Section 89 State Revenue Sharing
entitlement for roads, health facilities-hospitals, and volunteer
fire departments was funded at only approximately 80% of the
amount authorized by state statutes;

NOW THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE KENAI
PENINSULA BOROUGH:

Section 1. That the Kenai Peninsula Borough Assembly
supports and endorses the supplemental appropriation of $25.1
million FY 1983 Municipal Assistance revenues to fully fund the
entitlement at the amount which would have existed had not the
method of taxation of petroleum industry been changed.

Section 2. That the Kenai Peninsula Borough Assembly
supports and endorses the supplemental appropriation of $3.5
million of FY .1983 Section 89 State Revenue Sharing for roads,
health facilities-hospitals, and volunteer fire departments to
fully fund the entitlement at the Ilevel authorized by state
statutes.

Kenai Peninsula Borough
Resolution 83-32
Page 1 of 2 Pages



Section 3. That the State Legislature appropriate and the
Governor approve the aforementioned supplemental appropriation by
April 15, 1983, so that local governments can use the additional
funding in setting their 1983 mill levies.e-

Section 4. That copies this resolution be delivered to
Governor William J. Sheffield, and to all members of the Thir—
teenth Alaska Legislature.

ADOPTED BY THE ASSEMBLY OF THE KENAI PENINSULA BOROUGH ON
THIS 1st DAY OF February < 1983.

Donald L. McCloud, Assembly President

ATTEST:

Borough Cleric [/

Kenai Peninsula Borough
Resolution 83-32
Page 2 of 2 Pages

W m wT<f:



TELEPHONES
207) 586-1325 204 N. FRANKLIN ST.

586-6526 JUNEAU. ALASKA 99801

January 27, 1983

To: Senate CRA Committee
From: Ginny Chitwoodf AML Executive Director

Re: SB 17 - Municipal Assistance Supplemental

Apologies for the confusion over numbers at Tuesday®"s committee meeting.
Mr. Donohue from the Department of Revenue, was reading from a table of
estimates prepared by the Department in January of 1982, a copy of which
is printed on the back of this memo. At that time, the Department
estimated that <corporate 1income tax receipts would have been $1.08
billion if the oil and gas tax had not been changed (SB 524), making the
10% sharing to municipalities 1in 1983 $108 million. Two months later,
the Department lowered their revenue projections, decreasing the
estimate under the current law from $744 million to $713 million and the
estimate of the amount that would have been generated under the old law
from $1.08 billion to $964 million.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



43.20 -43.2V"

82
83
84

Revenue Sha

ring Impact

(Millions of Current Dollars)

Corporation Taxes \

(Previous Statutes)
TOTAL e>

FY Non Petroleum Petroleum Corp. Taxes (TCT) HoT
$35 $1047 $1002 $100

42 1101 1143 114

49 1233 1202 128

56 1436 1492 149

85

Corporation Taxes

(Current Statutes)

43.20 amended. 43.20 amended
Non Petroleum Petroleum

$31
31
37
42

The comparisons, for illustrative purposes only, reveal what would

have been shared

fact be shared, assuming this proposal 1s implemented
e~th current statutes. The aforementioned genera®®™ fund numbers represent

total

amounts .of revenue to be shared under this proposal.

if previous statutes had been 1n effect versus what will

in conjunction

$713
304
360
373

TOTAL

Corp. Taxes (TCT

$744
335
397
415

10%
TCT

$74
34
40
42

30%
TCT

$223
101
119
125

FY

82
83
84
85



«

MUNICIPAL SUPPLEMENTAL - $26.6 MILLION

"The Alaska Municipal League supports the supplenental appropriation of
$28.6 million: $25.1 million FY 83 Municipal Assistance Revenues to
fully fund the entitlement at the amount had not the method of taxation
of the petroleum industry been changed during the 1981 State legislative
Session and $3.5 million FY 83 Chapter 89 State Revenue Sharing for
roads, health facilities and hospitals, volunteer fire departments 1in
the wunorganized borough, and wunincorporated communities to fully fund
the entitlement at the level authorized by state statutes. The League
further encourages the Legislature to appropriate and the Governor to
approve the supplemental appropriation by April 15, 1983 so that local
governments can use the additional funding in setting mill levies."

Municipal Assistance Fund - $25.1 Million
FYy 82 $87.4 million appropriated ,
FY 83 $71.3 million appropriated
FY 83 $96.4 million if the legislature had

not changed the 01l and Gas
Corporate Income Tax

When the Legislature repealed the Gross Business License Tax, a portion
of which was automatically distributed to municipalities, it created the

Municipal Assistance Fund as a revenue replacement for local
governments. The law provided that an amount "equal to or greater than
10%" of the proceeds of the previous year®s corporate income tax, both

special oiland gas and also general, could be appropriated to the fund.
When the Legislature repealed the special oil and gas corporate 1income
tax and increased the severance tax in the closing days of the 1981
session, it did not make any changes to theMunicipal Assistance Fund.
Following the session, however, legislative leaders publicly stated that
they did not intend to adversely impact local government funding and
would make corrections during the next session. In the 1982 session,
the Legislature amended the 1law, increasing the level from 10% to 30%,
which is estimated to provide almost as much as the previous system, but
the Legislature did not adjust the FY 83 appropriation to reflect that
intent.

Revenue Sharing, Chapter 89 - $3.5 Million

Although most of the revenue sharing funds are distributed by the
general formula established 1in AS 29.88, there are also entitlements
established in AS 29.89 - State Aid for Miscellaneous Purposes,
including roads, hospitals and health facilities, volunteer fire
departments in the unorganized borough, wunincorporated communities, *nd
area cost of living differentials. The allocation for this chapter was
not increased to cover the large increases in eligible roads, with the
result being a projected S3.5 million shortfall and an 80% proration of
funding in these categoric..
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A I~ ka State Legislatu™

Speaker of the House of Representatives s o

Juneau, Alaska 9981
Official Business (997) 465-3720

REP. HAYES STATEMENT ON MUNICIPAL ASSISTANCE

Alaska faces a period of declining revenue. The enormous
budgets of several yeara past may never be with us again. On
a state level we are working to meet that challenge by
prioritizing and eliminating unproductive programs. While the
Legislature has finally realized the severity of declining
revenues, many local governments appear unwilling
to share in that decline and follow the lead of the state in
slowing the growth of government. This unwillingness appears
in their insistence that the Legislature provide a $25
million supplemental appropriation for municipal assistance
in addition to the $127 million funded last year.

Anchorage 1is a prime example of where the local
government officials have yet to realize the reality of
reduced revenue. The Municipal administration®s budget
proposal was $194 million for FY 83. After several assembly
members Tfailed in. their attempts to cut $14 million from that
budget, the final budget passed was near $193 million, a
17.3% 1increase over the previous year.

Municipal assistance and revenue sharing have grown at
tremendous rates 1in past years. The state appropriated $38.3

emillion to these programs in F5F 80, $90 million in FY 81,
$143 million in the revenue boom year of FY 82 and $127
million last year. Projections for this fiscal year show
about $131 million for these programs will be available.
While revenues have dropped over 50% in two years, Tunding
for municipal assistance has only dropped about 9% which 1
consider to be proof of a major commitment by the Legislature
to provide funding to keep property taxes low.

Property owners are constantly faced with a double
jeopardy situation which causes tax increases. First,
property values normally increase, so even if the mill rate
remains constant, taxes will, rise slightly each year. Between
1982 and 1983 property value of an average residence
increased between 10-15%. New buildings added $500 million in
city value. Total city value in 1976 was $3 billion. It is
now about $10.C billion. This value determines the tax base.
Theoretically, if the budget remained constant and the tax
base increased, the mill rate would fall and local government
taxes would probably decrease. However, 1inflation alone
usually dictates some budget 1increase. An 1increase 1in
assessed valuation, though, should more than offset inflation
costs with a minimal increase in property taxes needed to
fund a legitimate amount of program expansion.
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But the Municipality®s need for funds to both meet its
budget while attempting to keep the mill rate stable exceeded
the funds generated by increased property value. Property
owners now are subject to being taxed by both the normal and
natural property value increase and the demands of an
inflated budget.

It is realistic to expect some increase in the cost of
local government. However, the Municipality®s budget increase
this past year was unrealistic if an assumption was made that
the state was rich enough to add $25 million more this year
to the municipal assistance funds approved last year. The
result would be the largest contribution ever made to local
government assistance in history. In budget preparation, the
Anchorage assembly was told to adopt a philosophy in passing
the budget with an assumption that taxes would pay for
everything. The assumption in philosophy 1is fine, but 1in
practice, it can"t work when the state has a history of giving
local governments millions of dollars to lower property
taxes. The only way to truly gauge if a program 1" worth
being funded by taxes is for taxpayers to actually be faced
with a tax increase as they may be this year. The public
really has never had to make that choice in recent years. The
result has become a budget based on what government thinks
the people want or need instead of a budget based on actual
need as prioritized by the public and paid for by the local
public through property taxes.

One assembly member recently accused the assembly of
wandering without goals. I would agree as it relates to the
budget. I1f a tax increase was to be avoided, a limit should
have been set on the budget based on increases 1in property
value and the known amount of municipal assistance available.
Instead the municipal administration budgeted 1in the dark and
then convinced a majority of the assembly to buy that
philosophy. In no way do I wish to tell any local government
what programs they should cut. |1 support better roads,
increased police protection and adequate public services. But
I suggest there are budget items of a lower priority that
could have been eliminated to help offset the costs of the
desired increases. Instead every category in the budget
increased. It will become increasingly important to set goals
as the Project 80"s facilities which ICany)many Anchorage
residents supported come on line and aad-fne need for
millions of dollars more for the operating budget.

In summary, it is unrealistic to ask the state to
fund a supplemental appropriation for municipal assistance
that would be 6% above the amount given when the state had
twice the revenues it now expects. The state has done more
than should be expected to maintain high appropriations to
keep property taxes down. The cities have done little and the
responsibility to keep taxes low can only rest on their
shoulders by decreasing the budgets accordingly. If local
officials are unwilling to lower budgets then they should
present the public with a tax increase. | believe the
resulting public opinion would be to everyone®s benefit in
determining what the public truly wants government to
provide. # # # #
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CONSOLIDATION OF MUNICIPAL ASSISTANCE AND REVENUE SHARING

"The Alaska Municipal League endorses the consolidation of the current
municipal assistance and state revenue sharing programs together with
the funding of the consolidated program at: a level of at least 8% of the
prior year"s state operating budget so that municipalities can continue
to provide important, needed services while holding down taxes."”

Consolidation of the principal municipal aid programs is recommended for
two reasons: (1) to simplify the administration of revenue distribution
to local governments, both for the state and for the municipalities, and
(2) to provide a predictablesource of funding for basic services
delivered at the local level.

The Municipal Assistance Fund, the successor to the Gross Business
License Tax sharing progranm, is administered by the Department of
Revenue. The funds are distributed primarily on a per capita basis.

Municipalities must submit an application to the Department and must
pass a resolution agreeing to accept the money.

The Revenue _,naring progranm is administered by the Department of
Community and Regional Affairs, which distributes the funds primarily
through a formula, with some additional special purpose entitlements.
In order to receive funding, municipalities must Tfill out multi-page
application forms and submit financial statements or audits.

Through an interdepartmental agreement this year, the two departments
devised a joint application for both programs, simplifying to a certain
extent the administrative process.

The proposed consolidation eliminates the municipal assistance fund,
establishes the total amount municipalities received 1in FY 83 for
revenue sharing and municipal assistance as a base for distribution,
raises the minimum entitlement from $25,0C0 to $100,000, and distributes
any additional funding using the current revenue sharing formula.

It is suggested that the level of funding for the consolidated program
be 8% of the prior year's state operating budget. Using this approach,
municipal aid would keep pace with state spending and local governments
would have a better idea of how much to expect when adopting their
budgets. Under the current system, municipalities must adopt their
budgets before the Legislature has appropriated any funding.

The FY 83 state operating budget was about $1.8 billion, 8~ of which is

$144 million. The combined revenue sharing and municipal assistance
funding for FY 83 was $127 million, down $16 million from the FY 82
level of $143 million. If you apply the inflation and population

increase factors provided in the spending limit, the $143 million level
would have increased to $156 million in FY 83 and $170 million in FY 84.
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TELEPHONES 204 N FRANKLIN ST.

(907) 55888:%%%% JUNEAU. ALASKA 99801

March 3, 1932

Albert Adams, Chair
House Finance Committee
Pouch V

Juneau, Alaska 99811

Dear Representative Adara9: S *
The Alaska Municipal League urges you to reconsider your actions in
slashing $13 million from the FY 82 level of the municipal assistance
fund, one of the line items in the shared taxes section of the
Department of Revenue FY 83 budget.

Several years ago, the Legislature repealed the gross business license
tax, 60% of which was automatically rebated to the municipality in which
it was collected. The purpose was to make business taxes more equi—
table, not penalize local government. For that reason, the Legislature
established a municipal assistance fund, containing an amount "equal to
or greater"”™ than 10% of the corporate income tax received, but subject
to legislative appropriation.

The Legislature intended tnat the municipalities use, for local tax
relief, any funds over and above that which would have been generated by
the gross business license tax rebate. As is indicated by the enclosed
questionnaire results, that is exactly what happened in most of the
major municipalities throughout the state as a result of the increased
level of funding appropriated last year by the Legislature. If FY 82
levels are not maintained or increased to recognize the 9% inflation and
the 4.7% population increases, then municipalities will have only two
choices - cut back on services or raise the local taxes back up again.

The reason the 10% corporate income taxes 1is lower this year t™*an last
is because at the end of the 1981 session, the Legislature shifted oil
and gas taxation from corporate income to severance (SB 524). As was
the case with the gross business license repeal, it is my understanding
chat the intent was to make oil and gas taxation more equitalxe, not

penalize municipalities. Unfortunately, if the Legislature sticks to
the "10%" instead of the W > greater” the results will be that munici—
palities and the local tax payers will be adversely impacted. Had there

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES
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Municipal Assistance - page 2

AML urges you to at least maintain the current level of funding and
preferably increase to $99 million, an upward adjustment recognizing
inflation and population increases. The latter amount is still $9
million less than what would have been shared without SB 524.

Thank you for your consideration of this request. If you have any
questions please do not hesitate to contact me.

Sincerely,

Cui// " -&™ -

Ginny Chitwpod
Executive Director

enc:

cc: The Honorable Jay S. Hammond, Governor
The Honorable Terry Miller, Lieutenant Governor
Commissioner Lee McAnemey, Community & Region 1 Affairs
Jerry Reinwand, Executive Assistant, Office of the Governor
Sue Greene, Special Assistant, Office of the Governor
Jessie Dodson, Special Assistant, Office of the Governor
AML Board of Directors
AML Legislative Committee
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