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Referred: Community and Regional
Affairs and Finance

Funding Information

General Fund $25,100,000

Other Funds -0-
$25,100,000

BY GILMAN, STURGULEWSKI,
IN THE SENATE KELLY, P.FISCHER & V. FISCHER

SENATE BILL NO. 17
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making an 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 is appropriated from the general
fund to the Department of Revenue for the municipal assistance fund
(AS 43.20.016(a)) for distribution to municipalities for the fiscal year

w3
ending June 30, 1984.

*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).



SB .

MUNICIPAL SUPPLEMENTAL - $28.6 MILLION

"The Alaska Municipal League supports the supplemental 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 in
the unorganized borough, and unincorporated 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 c\dditional funding in setting mill levies."”

Municipal Assistance Fund - $25.1 Million
FY 82 $87.4 million appropriated
FY 83 $71.4 million appropriated
FY 83 $96.5 million if the legislature had

not changed the 0il 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When the Legislature repealed the Gross Business License Tax, a portion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 oil and gas and also general, could be appropriated to the fund.
When the Legislature repealed the special oil and gas corporate income
tax and increased the severance tax in the closing days of the 1981
session, it did not make any changes to the Municipal Assistance Fund.
Following the session, however, legislative leaders publicly stated that
they did not intend to adversely impact Jlocal government funding and
would make corrections during the next session. In the 1982 session,
the Legislature amended the law, 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 in AS 29.89, there are also entitlements
established in AS 29.89 - State Aid for Miscellaneous Purposes,
including roads, hospitals and health facilities, volunteer fire
departments 1in the unorganized borough, unincorporated communities, and
area cost of living differentials. The allocation for this chapter was
not increased to cover the large increases in eligible roads, with <he
result being a projected $3.5 million shortfall and an 80% proration o*
funding in these categories.
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843.20.015 Alaska Statutes Supplement 843.20.016

tax return for household and dependent care services necessary for his
gainful employment, _

() The commissioner ofrevenue shall p%y the amount of a tax credit
allowed by this section to a resident individual who makes a return as
Prowded in AS 4320012 A credit under this section shall be paid in
he manner provided in AS 43.20.030(¢) for the payment of refunds and
payment may not be made without an appr%%Batlon for that pur%&%
(§ 2ch 1SSSLA 1980; am ?9ch 1SSSLA 1980; § 2¢h 2SSSLA 1930)

Effect of amendments. — Section 9, vides that this section is retroactive to
ch. 1, SSSLA 1980 substituted "S100”*for January 1. 1979.
"S50" in the introductory language of sub- Editor"s notes. - For legislative
section (@)- findings and purpose of the enacting leg-
Effective dates. — Section 12 of ch. 1 islation, see 81, ch. 1, SSSLA 1960, and
provides that this section is retroactive to 81,ch. 2.SSSLA 1980, inthe 1980Tempo-
January 1. 1980, and 810 of ch. 2. pro- rary and Special Acts and Resolves.

Sec. 4320015 Individual lax credit.
Repealed by § 10ch 1SSSLA 1980 and § 9ch 2SSSLA 1980

Editor 3notes. — The repealed section, repealing acts, see 81,ch. 1, SSSLA 1980,
derived from &1. ch. 144, SLA 1978. and &1 ch. 2, SSSLA 1980, in the 1980
For legislative findings and purpose of Tempo rary and Special Acts and Resolves.

Sec. 4320016. Sharlng_ofcorgorate income tax revenue with
municipalities, (a) There is established within the Department of
Revenue the municipal assistance fund. The legislature may appropri-
ate to the fund during each fiscal year an amount equal to or greater
than 308ercent of thé income tax revenue received by the state under
AS 4320.011(e) and AS 4321 for the previous fiscal year. The Depart-
ment of Revenue shall distribute money from the fund to each orga-
nized borough and each city ofany class on an annual basis as provided
in ((jb) and (csJ of this section. A borou.?h. or city may not receive payment
under (to) or (c) of this section until it submits to the Department of
Revenue a resolution apProved by the governing bodTy of the munic-
ipality that requests the tunds. Distribution of money from the fund to
a th/ or organized borough with a fiscal year_beqmmng on Jan_uarY 1
shall be made on February 1of the state fiscal year for which the
appropriation to the fund is'made. Distribution of money from the fund
to all other cities and organized boroughs shall be made on June 1of
the state flscal_?/ear for which the appropriation to the fund is made.
A borough or city that incorporates after December 3L of a state fiscal
¥ear is not eligible for a distribution under this section until the
ollowing state Tiscal year.

(b) The hase amount to be distributed from the fund to each borough
and city for the fiscal year shall be the amount received by the borou%h
or city during fiscal year 1978 under AS 4370080, however, if the
amount appropriated to the fund by the legislature under (a) of this

4
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section is insufficient for distribution of the full base amount, the
Department of Revenue shall prorate the amount available for distri-
bution on the hasis of amounts received during fiscal year 1978 under
AS 4370.080. A city incorporated within an organized borough after
June 30, 1977 shall receive as a base amount a share of the amount
distributed to the borough in which it is located based on the ratio of
population in the city to the total population in the horough. A mtr
Incorporated outside an organized borough after June 30, 1977 shall
receive as a base amount the amount received by the city in the state
most closely approximating it in population” at the” time of its
incorporation. A borough incorporated after June 30,1977 shall receive
as a base amount the amount received by the borough in the state most
closely approximating it in population at the time of its incorporation.

(c) If the amount in the fund at the time of distribution exceeds the
base amount to be distributed under (b) of this section, the excess
amount shall be distributed to each borough and city on the basis of
population. For the purpose of this subsection, the population of a city
within an organized b,orough shall be deducted from the population of
the borough. Population, for the purpose of this section, shall be as

aaaaaaa

certified by the commissioner of Qommunlt}/ and regional orrairs.
(d) The Iintent of (c) of this section is that local ?ove*' = Which
levy property taxes reduce those levies in reasonable 0 the
amount of increased state aid received by a local _thT”r]le
JViththe

?overnmg body ofeach local government shall furnish™
ax statement describing its use of this increased state aid. i§ 2ch 144
SLA 1978 am § 1ch 51 SLA 1981 am § ch 86 SLA 1982

Effect of amendments. - The 1981
amendment ndded the fourth through
seventh sentences of subsection (@)-

The 1982 amendment substituted 30
percent" for 10 percent" in the second sen-
tence of subsection (@)-

Editor®s notes. — Section G, ch. 144,
SLA 1978, provides: "TRANSITIONAL
RULES FOR REVENUE SHARING
UNDER THIS ACT. The revenue rnised
under AS 43.70 [AS 43.70.020 -
43.70.120] which relates to the 1978 calen-
dor year (including the $25 license fee due
March 1, 1978 and the fees on the totnl

gross receipts for 1978 which accompany
returns  filed in 1979 under AS
43.70.0301do is the source of revenue to be
shared in 1979 in accordance with AS
43.70.080. The increase in the corporate
income tax which goes into effect in 1979 is
the source of revenue to be shared with the
municipalities under AS 43.20.016 in 1980
and subsequent years. This Act does not
entitle any organized borough or any city
of any class to revenue under both AS
43.70.080 and AS 43.20.016, for the same
period of time."

Sec. 4320017. Individual tax exemptions.
Repealed by § 10ch 1SSSLA 1980and § 9ch 2 SSSLA 1980

Editor"s notes. — The repealed section Temporary and Special Acts and Resolves,

derived from 5 1, ch. 22, SLA 1980.

For legislative findings ar.d purpose of

repealing acts, see 81, ch. 1, SSSLA 1980,

In Williams v. Zobcl, Sup. Ct. Order
(File Nos. 5400-5421), P.2d (Sept. 4,
1980), the supreme court held the tax

and 5 1, ch. 2, SSSLA 1980, in the 1980 exemption [AS 43.200171 enacted by ch.
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MUNICIPAL SUPPLEMENTAL - $28.6 MILLION

"The Alaska Municipal League supports the supplemental 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 unorganized borough, and unincorporated 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 1 1ies."”

Municipal Assistance Fund - $25.1 Million

FY 82 $87.4 million appropriated
FY 83 $71.3 million appropriated
FY 83 $96.4 million if the legislature had

not changed the Oil 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
LO%" of the proceeds of the previous year®"s corporate income tax, both
special oil and gas and also general, could be appropriated to the fund.
When the Legislature repealed the special oil and gas corporate income
tax and increased the severance tax in the closing days of the 1981
session, it did not make any changes to the Municipal 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 ses- on,
the Legislature amended the law, increasing the level from 10r >0%,
vfich is estimated to provide almost as much as the previous sj but
the Legislature did not adjust the FY 83 appropriation to rc< that
intent.

Revenue Sharing, Chapter 89 - $3.5 Million

Although most of the revenue sharing funds are distributed by the
general formula established in 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, unincorporated communities, and
area cost of living differentials. The allocation for this chapte.- was
not increased to cover the large increases in eligible roads, with the
result being a projected $3.5 million shortfall and an 80% proration of
funding in these categories.



TELEPHONES

(907) 586-1325
586 6526

204 N FRANKLIN ST
JUNEAU. ALASKA 99801

January 27, 1983

To: Senate CRA Committee
From: Ginny Chitwood, AML Executive Director

Re: SB 17 - Municipal Assistance Supplemental

Apologies for the confusion over numbers at Tuesday"s committee Lveting.
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 income tax receipts would have been $1.08
billion if the oil and gas tax had not been changed (SB 5 A) , making the
10% sharing to municipalities 1in 1983 $108 million. Tw<, months later,
the Department Jlowered their revenue projections, decreasing the
estimate under the current lavw/ 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



JAY S. HAMMOND, SOVERNUR

DEPARTMENT OF REVENUE POUCH S
JUNEAU. ALASKA 99811
O1CE or He COMMSIONRR J PHONE: (907) 465-2300

February 4, 1982

Hie Honorable Donald E. Gilman

Chairman

Senate Community & Regional Affairs Committee
Pouch V

Juneau, AK 99811

Re: Senate Bill No. 612

Dear Mr. Chairman:

This Bill would amend AS 43.20.016(a) to increase the portion of
net income tax proceeds from 10 percent to 30 percent that the Legis—
lature may appropriate to the Municipal Assistance Fund. While the
Administration believes that the methods of providing municipal assis—
tance should be re-examined and overhauled (and will shortly be intro—
ducing legislation to that effect), the rationale in SB 612 for in—
creasing this formula program from 10 to 30 percent is that legislation
enacted last year significantly shifted State tax revenues from the oil
and gas income tax to theoil and gas severance tax.

As a consequence chat revenue shift betv/een tax types, the

amount of income taxes the State will collect in the future is materially
reduced. For example, in FY 83, under the old oil and gas income tax
laws, the revenue to the State would have been $1086.8 million (according
to the Legislative Finance Division). Add this to the $35 million we
project for the rest of the income tax, and the total 1income tax revenues
the State would be receiving in FY 83 would have been $1121.8 million.
With the new law, we foresee some $304 million 1in income tax in FY 83
from the oil industry andthe same $35 million, making atotal of  -----—-
$339.0 million.

You can see that the formulary 10 percent of the revenues under
the old income tax laws would be $112.18 million, whereas with the new
laws it is $33.90 million. If the 10 percent figure were changed to 30
percent, the formulary amount under the new income tax laws would be
$101.70 million. Thus, 1if the formulary approach is the one that the
State continues to follow (and bear in mind that the Administration
believes there are better alternatives to provide for municipal revenue
sharing), the increase in the percentage from 10 to 30 percent under
S3 612 would very nearly restore the formulary amount of income that may
be shared with the municipalities to the level it would have been had oil
and gas tax revenues not been shifted away from the income tax to the
severance tax



Senator Don Gilman (SB 612)
February 4, 1982
Page 2

thm willbe useful for y<ur Committee in its delibera-
?. Plea”e do not_hesitate to contact me if you have any
further questions on the foregoing matters.

tinnc nn

Sincerely,

3 L 4/

Thomas K. Williams
Commissioner of Revenue

TKW:tw

cc: Senator Ed Dankworth



SB 17
Report to Committee

At Tuesday"s Committee hearing (i/25/83), some confusion ar:=e
over the source of the amount of the supplemental. After
discussion with Vince Wright and Carol 3ruce of the Department
or Revenue, they new agree wirh the figures provided bv Ginr.v
Chitwood or the Alaska Municipal League. Commissioner Donahue
is in A_nchcrage, but they have consulted with him, and he also
concurs.

The document provided to the Senate C&RA Committee last session
by the Department of Revenue, on which Ms. Chitwood based he-
figures, 1is attached.
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AML 1983 POLICY PRIORITIES

Municipal Supplemental. The League supports the supplemental
appropriation of (& $25.1 million Tt 83 Municipal Assistance revenues
to fully fund the entitlement at the amount had not the method of
taxation cf the petroleum industry been changed during the 1981 state
legislative session; and (b) $3.5 million FY 83 Section 89 State Revenue
Sharing for roads, health facilities and hospitals, and volunteer fire
departments to fully fund the entitlement at the Ilevel authorised by
state statutes. The League™ further encourages the Legislature to.
appropriate and the Governor to approve the aforementioned supplemental
appropriation by April 15, 1983 so that local governments can use the
additional funding in setting their 1983 mill levies.

Educational Supplemental. The League urges the approval of a $33.7
million education supplemental fcr FY 83 because of costs connected with
the state take-over of BIA schools, unprecedented increases in school
population throughout the state, and unanticipated reductions 1in the
public school foundation program funding Jlast year, and urges the
approval of a $12 million supplemental to fund the shortfall in the
school construction reimbursement fund

Consolidation of Municipal Assistance and Revenue Sharing. The League
endorses the consolidation of the current Municipal Assistance and State
Revenue Sharing programs with adequate and predictable funding so that
municipalities can continue to provide 1important needed services while
holding down local taxes.

Water/Sewer/Solid Waste Construction Grants Program. The League
strongly endorses the concept of the state paying at least 75% for
sewerage, solid waste facilities, and water systems constructed by
municipalities under the State of Alaska Construction Grants Program and
that the replacement of out-moced systems be grant eligible in the same
manner as the installation of the r.ew systems. The League strongly
supports appropriation levels to meet statewide needs, including a
supplemental appropriation of $23 million.

Fiscal Notes/State Mandates. The League supports enactment of
legislation requiring preparation cf notes assessing the fiscal impact
on local governments of any proposed bill or regulation, including
pass-through grants. The League urges passage of legislation which
would require the state to reimburse municipalities for costs they incur
in programs or activities mandated by the State of Alaska.

MEMBER OF THE NATIONAL LEAGUE OF CIYES AMO THE NATIONAL ASSOCIATION OF COUNTIES



MUNICIPAL SUPPLEMENTAL - S28.6 MILLION

"The Alaska Municipal League supports the supplemental 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 chanced during the 1981 State legislative
Session and $3.5 million FY S3 Chapter 89 State Revenue Sharing for
roads, health facilities and hospitals, volunteer fire departments in
the wunorganized borough, and unincorporated 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

FY 82 $87.4 million appropriated
FY 83 $71.4 million appropriated
FY 83 > $96.3 million if the legislature had " e

not changed the Oil 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 oil and gas and also general, could be appropriated to the fund.
When the Legislature repealed the special oil and gas corporate income
tax and increased the severance tax in the closing days of the 1981
session, it did not make any changes to the Municipal Assistance Fund.
Following the session, however, lejislative 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 law, 1increasing 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 in AS 29.88, there are also entitlements
established in AS 29.89 - State Aid for Miscellaneous Purposes,
including reads, hospitals and health facilities, volunteer fire
departments in the unorganized bcrcugh, unincorporated communities, and
area cost of living differentials. The allocation for this chapter was
not increased to cover the large increases 1in eligible roads, with the
result being a projected $3.5 million shortfall and an 80% proraticn of
funding in these categories.



1983 Priorities - page 2

Title 29 Revisions. The League encourages the Governor and Legislature
to recognize the significance of the effort to revise Title 29 and the
importance of maintaining this legislation in a basic form and of
ensuring that the legislation contain only the fundamental elements and
guidelines for a basic municipal code. The League requests other
proposals which would constitute major policy revisions or innovations
in the function of local government be considered in separate legis—
lation which, if approved, would be 1incorporated into Title 29 once the
revised basic code has been adopted.

Anti-Trust Laws. The League supports legislation at both the state and
it.t . "-1 levels plc.ii.u municipalities 1iIn an equal posture with state
governments with respect to federal ar.ti-trust laws.

Subdivision Ordinance ... ."Jance. The League urges passage of
legislation which requires the State of Alaska to comply with all _local
subdivision ordinances and regulations 1in connection with state land
disposal programs. The state should meet the same local requirements
imposed on private citizens.
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