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Â T AIRS COMMITTEE

LEGISLATIVE BUDGET 6 
AUDIT COMV.TTEE

r in a n ce  s u b c o m m it t e e

M E M O R A N D U M

TO:

FROM: 

DATE: 

S U B J :

R e p r e s e n t a t i v e  H e n r y  S p r i n g e r
C h a i r m a n ,  H o u s e  C o m m u n i t y  & R e g i o n a l  A f f a i r s

R e p r e s e n t a t i v e  J i m  Z a w a c k i  v"'.. •

F e b r u a r y  13, 1987 

|| a n d  HB 9

T h a n k  y o u  for a l l o w i n g  m e  to  be e x c u s e d  f r o m  t o d a y ' s  m e e t i n g .
I w o u l d  like t o  a d d r e s s  H B  90 a n d  H B  9 b e f o r e  the c o m m i t t e e  
today.

H B  90: I s u p p o r t  t h i s  b i l l  a n d  I h o p e  it is m o v e d  out of
c o m m i t t e e  today.

I h a v e  u n d e r l i n e d  w h a t  I c o n s i d e r  to b e  the i m p o r t a n t  b e n e f i t s  
o f  t h i s  b i l l .  S e e  a t t a c h m e n t .

H B  9: I w o u l d  l i k e  to r e q u e s t  t h i s  b i l l  b e  h e l d  o v e r  u n t i l
n e x t  w e e k  for f u r t h e r  r e v i e w .  H o w e v e r ,  if it is m o v e d  I w o u l d  
l i k e  to o f f e r  a n  a m e n d m e n t :

On  p a g e  2, l i n e  7 a n d  8 s h o u l d  b e  a m e n d e d  to read:

"r e q u i r e  t h a t  ( c o n s i d e r  the) p r o j e c t e d  o p e r a t i n g  a n d  
m a i n t e n a n c e  c o s t s  o f  c a p i t a l  i m p o v e m e n t s  be 
s u b m i t t e d  w i t h  (in) l e g i s l a t i o n . "

I t  w o u l d  b e  a p p r o p r i a t e  to h a v e  a f i s c a l  n o t e  d e t a i l  p a s t  c o s t s  
for s u p p l e m e n t a l  a p p r o p r i a t i o n s  a n d  c o n s e q u e n t  o v e r t i m e .
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P O S I T I O N  P A P E R

RE: H o u s e  B i l l  9 0 - - " A n  Act r e l a t i n g  to t i m e  p e r i o d s  to be used 
for a d m i n i s t e r i n g  the tax e q u a l i z a t i o n  p r o g r a m  anc the
m u n i c i p a l  a s s i s t a n c e  program; and p r o v i d i n g  for an effective 
d ate."

S P O N S O R :  R u l e s  C o m m i t t e e  by R e q u e s t  of t h e  G o v e r n o r

P R O G R A M  E F F E C T S :  Th i s  bill w o u l d  a l t e r  p r o c e d u r e s  for
c o l l e c t i o n  of d a t a  and c a l c u l a t i o n  of r e v e n u e  sharing 
e n t i t l e m e n t s  and w o u l d  a llow e a r l i e r  d i s b u r s e m e n t  of revenue 
s h a r i n g  and m u n i c i p a l  a s s i s t a n c e  e n t i t l e m e n t s  to m u n i c i p a l i t i e s  
and o t h e r  r e c i p i e n t s .

C O M M E N T S :  T h i s  l e g i s l a t i o n  w a s  i n t r o d u c e d  at the request of
the D e p a r t m e n t  a n d  r e p r e s e n t s  one of its h i g h e s t  priorities.
T h i s  b i l l  is a p r o d u c t  of the G o v e r n o r ' s  19 8 5  T a s k  Force on 
S t a t e  S h a r e d  R e v e n u e  and a very s i m i l a r  v e r s i o n  (HB 558) was 
n e a r l y  p a s s e d  b y  the L e g i s l a t u r e  last s e s s i o n .

T h e  l e g i s l a t i o n  w o u l d  b e n efit m u n i c i p a l i t i e s  in two ways. 
First, it w o u l d  p r o v i d e  g r e a t e r  p r e d i c t a b i l l± _v _  to the
e n t i t l e m e n t  p r o c e s s . C u r r e n t l y ,  a m u n i c i p a l i t y  m u s t  plan its 
b u d g e t  w i t h o u t  an a c c u r a t e  idea if its e n t i t l e m e n t  for the 
b u d g e t  y e ar. U n d e r  the p r o p o s e d  bill, t h e  denerhrc».>- w i n  havp 

—t h e necp.ggarv m u n i c i p a l data to p r o v ide v e r v  a c c u r a t e  estimates 
t o c i t i e s  a n d  b o r o u c h s  ior b u c a e t  p r e p a r a t i o r ' T a s e r  up'n^

q u estion of
* a p p r o p m f T o n l e v e I c M  be adaressecT‘lT n c G o v e r n o r  Cowper's 
r e q u e s t  for an FY 1989 a p p r o p r i a t i o n  for S t a t e  R e v e n u e  Sharing 
a nd M u n i c i p a l  A s s i s t a n c e  is enacted.

S e c ond, t h e  p r o p o s e d  l e g i s l a t i o n  will__all'iK__Lhg.__ department to

Uncer the c u r r e n t  system, a p r e p a y m e n t  of a o o u t  o n e - h a l t  o r t n e  
e n t i t l e m e n t  is m a d e  in S e p t e m b e r  or O c t o b e r ,  w i t h  a final 
p a y m e n t  in M a r c h .

^ m u n i c i p a l  c a s h f l o w  _pr^oj^ms_ajid__pj^a^j^ip__2X£_a ter flexibility 
^"foi! Efl^ToTTS^ement or these runes at the l o c a l

21-ptlh



H o u s e  B i l l  90 
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P a g e  T w o

T h e  l e g i s l a t i o n  w o u l d
> t a t e R e v e n u e  SJ^g r jjc

also

bv a l l o w i n g  the use of {jyeriijiea"^
e n t i t l e m e n t  csiculat'ions

T h e
l n s t e a c £ L T 7 T

_____________ _ _ _  s t r e t c h i n g  of the d a t a
c a l c u l a t i o n ,  ano p a y m e n t  p r o c e s s  over three y e a r s  

a mo r e  t h orough a n d  d e l i b e r a t e  a p p r o a c h  to p r o g r a m  
and should r e d u c e  t h e  l i k e l i h o o d  of errors on 

a n d  t h e  D e p a r t m e n t .  T h e  p r e s e n t  
t h r e e  s t e p  p r o c e s s  into a one y e a r  

in i n c o m p l e t e  or i n a c c u r a t e  
r e s t r i c t  c o m p l e t e  d i s c u s s i o n  

the D e p a r t m e n t  r e g a r d i n g  d a t a

c o l l e c t i o n ,  
a l l o w s  for 
a d m i n i s t r a t i o n  
th e  p a r t  of m u n i c i p a l i t i e s  
s y s t e m  w h i c h  c o m p r e s s e s  the 
t i m e  f r a m e  o f t e n  results 
i n f o r m a t i o n  b e c a u s e  d e a d l i n e s  
b e t w e e n  l o c a l  g o v e r n m e n t s  and 
d e t e r m i n a t i o n s .
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TELEPHONE 
(907) 586-1325 105 MUNICIPAL WAY, SUITE 301 

JUNEAU, ALASKA 99801

To: Representative Henry Springer, Chair
Members of the House Community and Regional Affairs Committee

From: Scott A. Burgess, Executive Director

Date: February 13, 1987

Subject: HB 90 - Time periods for the Revenue Sharing and Municipal
Assistance Programs

On behalf of the Alaska Municipal League, we support HB 90. While the 
legislation does not address the level of funding for the revenue sharing 
and municipal assistance programs, top AML priorities, it would make the 
best of the funding that is appropriated by the Legislature for those 
programs.

This legislation is based on the recommendations of the Governor's Shared 
Revenue Task Force, outlined in their report of December 9, 1985. As 
proposed, the legislation would appear to allow the distribution of funds 
in a more timely manner providing a greater degree of predictability in 
the level of funding, and getting the money out to the municipalities more 
quickly to provide for needed municipal services. Basically, this is done 
by basing the revenue sharing entitlement formula on earlier data as to 
population, taxes, audits etc.

The second major benefit is requiring all municipal assistance payments to 
be made to municipalities by February 1st, regardless of their fiscal 
year. This action will make the payment period more equitable by not 
penalizing those municipalities on a July 1st fiscal year which currently 
must wait at least four months for their funds.

A similar bill was introduced in the Second Session of the 14th 
Legislature and passed the House. The bill reached the Senate Finance 
Committee but got caught in the rush to adjourn, and died. I urge the 
Committee to approve the legislation, and encourage its passage by the 
House.

On behalf of the League, I would like to thank Governor Cowper, 
Commissioner Hoffman, Deputy Director Doug Griffin and Jim Plasman of the 
Division of Municipal and Regional Asssitance for the work that resulted 
in this legislation, and for working with the Alaska Municipal League 
prior to submitting legislation which directly affects our membership.

Thank you.

MEMBER OF THE NATIONAL LEAG1 .r OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES
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F e b r u a r y  11, 1987 

P O S I T I O N  P A P E R

RE: H o u s e  Bi l l  9 0 — "An A c t  r e l a t i n g  to t i m e  p e r i o d s  to be used 
for a d m i n i s t e r i n g  the tax e q u a l i z a t i o n  p r o g r a m  and the 
m u n i c i p a l  a s s i s t a n c e  p r o g r a m ;  and p r o v i d i n g  for an e f f e c t i v e  
da t e . "

S P O N S O R :  R u l e s  C o m m i t t e e  by R e q u e s t  of the G o v e r n o r

P R O G R A M  E F F E C T S :  T h i s  b i l l  w o u l d  a l t e r  p r o c e d u r e s  for
c o l l e c t i o n  of d a t a  and c a l c u l a t i o n  of r e v e n u e  s h a r i n g
e n t i t l e m e n t s  and w o u l d  a l l o w  e a r l i e r  d i s b u r s e m e n t  of r e v e n u e  
s h a r i n g  and m u n i c i p a l  a s s i s t a n c e  e n t i t l e m e n t s  to m u n i c i p a l i t i e s  
and o t h e r  r e c i p i e n t s .

C O M M E N T S :  T h i s  l e g i s l a t i o n  w a s  i n t r o d u c e d  at the r e q u e s t  of
the D e p a r t m e n t  and r e p r e s e n t s  o n e  of its h i g h e s t  p r i o r i t i e s .  
T h i s  b i l l  is a p r o d u c t  of the G o v e r n o r ' s  1°85 T a s k  F o r c e  on
S t a t e  S h a r e d  R e v e n u e  and a v e r y  s i m i l a r  v e r s i o n  (HB 558) was
n e a r l y  p a s s e d  by the L e g i s l a t u r e  last s e s s i o n .

T h e  l e g i s l a t i o n  w o u l d  b e n e f i t  m u n i c i p a l i t i e s  in two ways. 
F irst, it w o u l d  p r o v i d e  g r e a t e r  p r e d i c t a b i l i t y  to the 
e n t i t l e m e n t  p r o c e s s .  C u r r e n t l y ,  a m u n i c i p a l i t y  must p l a n  its 
b u d g e t  w i t h o u t  an a c c u r a t e  idea if its e n t i t l e m e n t  for the 
b u d g e t  year. U n d e r  the p r o p o s e d  bill, the d e p a r t m e n t  w i l l  ha v e  
t he n e c e s s a r y  m u n i c i p a l  d a t a  to p r o v i d e  v e r y  a c c u r a t e  e s t i m a t e s  
to c i t i e s  and b o r o u g h s  for b u d g e t  p r e p a r a t i o n  b a s e d  upon 
p r o p o s e d  or a d o p t e d  l e v e l s  of a p p r o p r i a t i o n .  T h e  q u e s t i o n  of 
a p p r o p r i a t i o n  l e v e l  can be a d d r e s s e d  if G o v e r n o r  C o w p e r ' s  
r e q u e s t  for an FY 1989 a p p r o p r i a t i o n  for S t a t e  R e v e n u e  S h a r i n g  
and M u n i c i p a l  A s s i s t a n c e  is enacted.

S e c o n d ,  the p r o p o s e d  l e g i s l a t i o n  w i l l  a l l o w  t h e  d e p a r t m e n t  to 
d i s b u r s e  f u n d s  w i t h i n  the f i r s t  m o n t h  of the f i s c a l  year. 
U n d e r  the c u r r e n t  s y s tem, a p r e p a y m e n t  of a b o u t  o n e - h a l f  of the 
e n t i t l e m e n t  is m a d e  in S e p t e m b e r  or O c t o b e r ,  w i t h  a f inal 
p a y m e n t  in Ma r c h .  T h i s  e a r l i e r  f u n d i n g  w i l l  a l l e v i a t e  
m u n i c i p a l  c a s h  f l o w  p r o b l e m s  a n d  p r o v i d e  g r e a t e r  f l e x i b i l i t y  
for the m a n a g e m e n t  of t h e s e  f u n d s  at the l o c a l  level.

21-P1LH
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. •• ; hjri...:.' ■ • ,'l'•'.W, i •' . ■ • ' - •

T h e  l e g i s l a t i o n  w o u l d  a l s o  i m p r o v e  the a d m i n i s t r a t i o n  of the 
S t a t e  R e v e n u e  S h a r i n g  p r o g r a m  by a l l o w i n g  the use of v e r i f i e d  
d a t a  e l e m e n t s  in e n t i t l e m e n t  c a l c u l a t i o n s  i n s t e a d  of the 
p r e s e n t  m e t h o d  of u s i n g  e s t i m a t e s .  T h e  s t r e t c h i n g  of t h e  data 
c o l l e c t i o n ,  c a l c u l a t i o n ,  a n d  p a y m e n t  p r o c e s s  over t h r e e  y e a r s  
a l l o w s  for a m o r e  t h o r o u g h  and d e l i b e r a t e  a p p r o a c h  to p r o g r a m  
a d m i n i s t r a t i o n  and s h o u l d  r e d u c e  the l i k e l i h o o d  of e r r o r s  on 
the p a r t  of m u n i c i p a l i t i e s  and the D e p a r t m e n t .  T h e  p r e s e n t  
s y s t e m  w h i c h  c o m p r e s s e s  the t h r e e  s t e p  p r o c e s s  in t o  a one year 
t i m e  f r a m e  o f t e n  r e s u l t s  in i n c o m p l e t e  or i n a c c u r a t e  
i n f o r m a t i o n  b e c a u s e  d e a d l i n e s  r e s t r i c t  c o m p l e t e  d i s c u s s i o n  
b e t w e e n  l o c a l  g o v e r n m e n t s  and the D e p a r t m e n t  r e g a r d i n g  data 
d e t e r m i n a t i o n s .
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c  G o v e r n o r ' s  

T a s k  F o r c e  o n

R e v e n u e  

c  F i n a l  R e p o r t

D e c e m b e r  3 ,  1 9 8 5

B i l l  S h e - f - f i e l d ,  G o v e r n o r

E m i l  N o t + i j i  C o m m i s s i o n e r  

D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r



A s e c o n d  s o u r c e  of i m p e t u s  for m o d i f i c a t i o n  w a s  t h e  d e s i r e  
i._ . ■ - -• i c n e e d s "  a p p r o a c h .  It was

C o n f e r e n c e  of  M a y o r s  m e t  in 
and o t h e r  f i s c a l  i s s u e s  of 

It w a s  d e t e r m i n e d  at t h a t  
the f o r m u l a s  for m u n i c i p a l  
w e r e  u n a c c e p t a b l e  u n d e r  the 

il c l i m a t e  of  the s t a t e ,  and 
q u e n t l y  t r a n s m i t t e d  to the

T h e  c o m b i n a t i o n  of t h e s e  f a c t o r s  h a s  led t h e  Ta s k  F o r c e  to 
r e c o m m e n d  th a t  no c h a n g e  be  m a d e  to the d i s t r i b u t i o n  f o r­
m u l a s  u t i l i z e d  b y  the M u n i c i p a l  A s s i s t a n c e  a n d  S t a t e  R e v­
enu e  S h a r i n g  P r o g r a m s .

B. P r e d i c t a b i l i t y  a n d  S t a b i l i t y

One of the b i g g e s t  c o m p l a i n t s  a b o u t  the c u r r e n t  S t a t e  R e v­
en u e  S h a r i n g  P r o g r a m  is its la c k  of  p r e d i c t a b i l i t y .  T h i s  
c o m p l a i n t  is t w o f o l d :  fi r s t ,  r e c i p i e n t s  do  n o t  k n o w  w h a t
the e x a c t  l e v e l  of p a y m e n t  w i l l  b e  u n t i l  w e l l  i n t o  t h e i r  
f i s c a l  y e a r ,  a n d  s e c o n d l y ,  the p a y m e n t  s c h e d u l e  is u n c e r­
tain. T h i s  u n c e r t a i n t y  and l a c k  of p r e d i c t a b i l i t y  c r e a t e s  
p r o b l e m s  in t h e  p l a n n i n g  and b u d g e t i n g  p r o c e s s  a n d  g e n e r a l  
d i s r u p t i o n  of the f i s c a l  a f f a i r s  of m u n i c i p a l i t i e s .  Th i s  
p r o b l e m  is l a r g e l y  a r e s u l t  of t h e  w a y  t h e  p r o g r a m  is 
s t r u c t u r e d .

c

T a s k  Force.

m a n d a t e  t h e s e  s e r v i c e s  t h r o u g h  
| f i M i e  e l i g i b l e  t o  r e c e i v e  f u n d i n g .  
m B K i g i b i l i t y  . for. s p e c i f  ic...cate.gories. 
B r e i t u r e s  f o r  e l i g i b l e  s e r v i c e s  p l a c e d  
a t i v e  b u r d e n s  u p o n  the s t a t e  a n d  l o c a l

iuTcM b e  i d e n t i f i e d  a n d  p a y m e n t s  
it l m k  b a s i s .  T o  a g r e a t  e x t e n t ,  
" r J I u r n  to the c a t e g o r i c a l  p r o g r a m  
piajfgram r e p l a c e d  in 1 9 8 1 .  Pa s t
W a t  t h i s  c a t e g o r i c a l  a p p r o a c h  
tvor of w e a l t h i e r ,  m o r e  p o p u l o u s  
a f f o r d  to p r o v i d e  m o r e  s e r v i c e s

o n e s .  F u r t h e r ,  c o m p l a i n t s  w e r e  
n t s  s h o u l d  m a k e  t h e  d e c i s i o n s

b e  f u n d e d  at  t h e  l o c a l  l e v e l

of " b a s i c  n e e d s "  in l o c a l

(
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I .  C u r r e n t  T i m e  T a b l e .

R e v e n u e  S h a r i n g  e n t i t l e m e n t s  a r e  d e t e r m i n e d  b y  a v a r i ­
e t y  of d a t a  e l e m e n t s .  A  m u n i c i p a l i t y ' s  p o p u l a t i o n ,  
l o c a l l y  g e n e r a t e d  r e v e n u e s ,  a n d  p r o p e r t y  v a l u e s  a r e  
u s e d  to d e t e r m i n e  its M u n i c i p a l  T a x  R e s o u r c e  E q u a l i z a­
ti o n  e n t i t l e m e n t .  M i l e s  of roa d s ,  h o s p i t a l  a n d  h e a l t h  
f a c i l i t y  b e d s  a n d  s o j o n  a r e  u s e d  to d e t e r m i n e  a r e c i­
p i e n t ' s  M i s c e l l a n e o u s  S e r v i c e s  e n t i t l e m e n t .  T h e s e  
d a t a  e l e m e n t s  a r e  d e t e r m i n e d  as of  t h e  f o l l o w i n g  d a t e s :

P o p u l a t i o n  - t h e  J u l y  1 i m m e d i a t e l y  p r e c e d i n g  a p p l i­
ca t i o n ?  ..

l o c a l l y  g e n e r a t e d  r e v e n u e s  - t o t a l  f o r  t h e  m u n i c i p a l­
it y ' s  f i s c a l  y e a r  p r e c e d i n g ' t h e  y e a r  o f  e x p l i c a t i o n ;

f u l l  a n d  t r u e  p r o p e r t y  v a l u e s  - t h e  J a n u a r y  1  o f  the 
y e a r  p r e c e d i n g  the c a l e n d a r  y e a r  o f  a p p l i c a t i o n ;  a n d

s e r v i c e  p r o v i s i o n  d a t e s  f o r  S t a t e  A i d  f o r  M i s c e l l a­
n e o u s  S e r v i c e s  (ro a d s  a n d  h e a l t h  f a c i l i t i e s ,  v o l u n t e e r  
f i r e  d e p a r t m e n t s ,  u n i n c o r p o r a t e d  c o m m u n i t i e s )  - in 
s e r v i c e  J u l y  1 o f  the y e a r  of a p p l i c a t i o n .

T h e  a p p l i c a t i o n  d e a d l i n e s  a r e  as f o l l o w s :

O c t o b e r  1 - a p p l i c a t i o n  a n d  b u d g e t  m u s t  b e  p o s t m a r k e d  
as  of t h i s  d a t e  to q u a l i f y  for p r e p a y m e n t .

N o v e m b e r  1 - a p p l i c a t i o n  a n d  b u d g e t  m u s t  be  p o s t m a r k e d  
as of t h i s  d a t e  to q u a l i f y  for p a y m e n t  and p r e s e r v e  
a p p e a l  r i g h t s .

D e c e m b e r  1 - a p p l i c a t i o n  a n d  b u d g e t  m u s t  be  p o s t m a r k e d  
as of t h i s  d a t e  to q u a l i f y  for p a y m e n t ,  b u t  a p p e a l  
r i g h t s  a r e  w a i v e d .

T h e  a d m i n i s t r a t i v e  p r o c e s s e s  for c a l c u l a t i n g  f i n a l  
e n t i t l e m e n t s  a r e  on the f o l l o w i n g  t i m e  line:

O c t o b e r  15 - i n i t i a l  d e t e r m i n a t i o n  of m u n i c i p a l  p o p ­
u l a t i o n  a n d  d a t a  e l e m e n t s .

D e c e m b e r  15 - d e a d l i n e  for m u n i c i p a l  p o p u l a t i o n  r e v i­
s i o n  r e q u e s t s  b y  m u n i c i p a l i t i e s  a n d  f i n a l  d a t a  e l e m e n t  
d e t e r m i n a t i o n s  b y  d e p a r t m e n t .

J a n u a r y  15 - d e a d l i n e  for a p p e a l  of d a t a  e l e m e n t
d e t e r m i n a t i o n s  b y  m u n i c i p a l i t i e s .
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F e b r u a r y  to M a r c h  - r e s o l u t i o n  o f  a p p e a l s .  

M a r c h  - c o m p u t e r  run o f  f i n a l  e n t i t l e m e n t s .

M a r c h  - f i n a l  p a y m e n t s  s e n t  to r e c i p i e n t s .

J u n e  30 - d e a d l i n e  for s u b m i s s i o n  of a u d i t s / c e r t i f i e d  
f i n a n c i a l  s t a t e m e n t s .

T h e  t i m e  l a g  f r o m  t h e  m e a s u r e m e n t  o f  t h e s e  e l e m e n t s  to 
f i n a l  p a y m e n t  u n d e r  the c u r r e n t  s y s t e m  a m o u n t s  to the 
f o l l o w i n g ,  a s s u m i n g  a M a r c h  f i n a l  p a y m e n t  d a t e :

P o p u l a t i o n :  J u l y  1 to M a r c h  30 = 9 m o n t h s .

L o c a l l y  g e n e r a t e d  r e v e n u e s  (for s t a t e  f i s c a l  y e a r  m u n ­
i c i p a l i t i e s ) :  f i s c a l  y e a r  e n d i n g  J u n e  30 to M a r c h  30
= 9 m o n t h s .

F u l l  a n d  t r u e  p r o p e r t y  v a l u e :  J a n u a r y  1 of  y e a r  p r e­
c e d i n g  c a l e n d a r  y e a r  of a p p l i c a t i o n  to M a r c h  30 = 27 
m o n t h s .

S e r v i c e  p r o v i s i o n :  J u l y  1 to M a r c h  30 = 9 m o n t h s .

P r e p a y m e n t s  a r e  s e n t  out as s o o n  as p o s s i b l e  a f t e r  
r e c e i p t  of t h e  c o m p l e t e d  a p p l i c a t i o n  a n d  b u d g e t .  
F i n a l  p a y m e n t s  s h o u l d  go out in M a r c h ;  h o w e v e r ,  in the 
l a s t  two f i s c a l  y e a r s ,  b e c a u s e  of e x t e n d e d  d e a d l i n e s  
a n d  a L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  a u d i t ,  90 
p e r c e n t  p r o v i s i o n a l  p a y m e n t s  w e r e  i s s u e d  in M a r c h  a n d  
f i n a l  p a y m e n t s  w e r e  not m a d e  u n t i l  May. A d d i t i o n a l l y ,  
a n  a u d i t  or c e r t i f i e d  f i n a n c i a l  s t a t e m e n t  f o r  t h e  f i s­
cal y e a r  p r e c e d i n g  the y e a r  of a p p l i c a t i o n  m u s t  b e  
s u b m i t t e d  b e f o r e  a f i n a l  p a y m e n t  m a y  be r e l e a s e d .  
O b v i o u s l y ,  if the a u d i t  or f i n a n c i a l  s t a t e m e n t  is not 
s u b m i t t e d  by  t h e  t i m e  of the f i n a l  e n t i t l e m e n t  c o m­
p u t e r  run, the D e p a r t m e n t  is u n a b l e  to c o m p a r e  e s t i­
m a t e d  r e v e n u e s  c l a i m e d  in t h e  a p p l i c a t i o n  w i t h  the 
a u d i t e d  or c e r t i f i e d  f i g u r e s .  T h i s  h a s  led in the 
p a s t  to the n e c e s s i t y  of a s s e s s i n g  c o r r e c t i v e  p r i o r  
y e a r  a d j u s t m e n t s  in' s u b s e q u e n t  y e a r s  w h i c h  a r e  n o t  
o n l y  a d m i n i s t r a t i v e l y  b u r d e n s o m e  to t h e  s t a t e ,  b u t  m a y  
be d e v a s t a t i n g  to a r e c i p i e n t  w h i c h  h a d  g r o s s l y  o v e r­
e s t i m a t e d  l o c a l l y  g e n e r a t e d  r e v e n u e s .

c

- 1 4 -



T h e  m o s t  p r o m i s i n g  p r o p o s a l  c o n s i d e r e d  b y  t h e  T a s k  
F o r c e  w h i c h  w o u l d  a d d r e s s  t h e s e  i s s u e s  a n d  r e t a i n  the 
c u r r e n t  r e v e n u e  s h a r i n g  f o r m u l a  is the u s e  of " p r i o r  
y e a r "  d a t a .  In its s i m p l e s t  t e r m s ,  th i s  p r o p o s a l  
w o u l d  a l l o w  the D e p a r t m e n t  to u s e  c e r t a i n  d a t a  f r o m
t h e  y e a r  p r e c e d i n g  the o n e  c u r r e n t l y  u t i l i z e d .  B y  so 
d o i n g ,  the d a t a  n e c e s s a r y  to m a k e  t h e  c a l c u l a t i o n s  to 
d e t e r m i n e  r e c i p i e n t s '  f i n a l  e n t i t l e m e n t s  w o u l d  be 
a v a i l a b l e  m u c h  e a r l i e r  t h a n  at p r e s e n t  so t h a t  t h e  
D e p a r t m e n t  c o u l d  1) n o t i f y  r e c i p i e n t s  o f  t h e i r  e x p e c t­
ed e n t i t l e m e n t s  in a t i m e l y  m a n n e r  to a l l o w  p r o p e r  
b u d g e t i n g  and f i n a n c i a l  p l a n n i n g ,  a n d  2) d i s b u r s e  the 
m o n e y  m u c h  e a r l i e r  in the f i s c a l  y e a r ,  p e r h a p s  as
e a r l y  as t h e  f i r s t  w e e k  in July.

U n d e r  t h i s  p r o p o s a l ,  d a t a  w o u l d  be d e t e r m i n e d  for t h e
e n t i t l e m e n t  y e a r  as of the f o l l o w i n g  d a t e s :

P o p u l a t i o n  - O c t o b e r  1 of the y e a r  p r e c e d i n g  t h e  e n­
t i t l e m e n t  y e a r .

L o c a l l y  g e n e r a t e d  r e v e n u e s  (for m u n i c i p a l i t i e s  o n  the 
s t a t e  f i s c a l  y e a r )  - the f i s c a l  y e a r  e n d i n g  J u n e  30 
p r e c e d i n g  the y e a r  b e f o r e  t h e  e n t i t l e m e n t  y ear.

F u l l  a n d  t r u e  v a l u e  - J a n u a r y  1 of the f i s c a l  y e a r  
p r e c e d i n g  the y e a r  b e f o r e  t h e  e n t i t l e m e n t  y e a r .

S e r v i c e  p r o v i s i o n  d a t e  - O c t o b e r  1 of the y e a r  p r e c e d­
ing  the e n t i t l e m e n t  y e ar.

A p p l i c a t i o n  d e a d l i n e s  w o u l d  be a l t e r e d  as w e l l .  T h e r e  
w o u l d  no l o n g e r  be a n e e d  for a p r e p a y m e n t  d e a d l i n e ,  
a l t h o u g h  t h e r e  m a y  s t i l l  be two d e a d l i n e s ,  o n e  to  p r e ­
se r v e  a p p e a l  r i g h t s  a n d  o n e  w h i c h  r e s u l t s  in w a i v e r  
of a p p e a l  r i g h t s .  The r e t e n t i o n  of t h e  N o v e m b e r  1 a n d  
D e c e m b e r  1 d e a d l i n e s  w o u l d  a l l o w  t h e  f o l l o w i n g  s c h e d­
ule:

O c t o b e r  15 - i n i t i a l  d e t e r m i n a t i o n  of p o p u l a t i o n  f i g­
ures.

N o v e m b e r  1 - d e a d l i n e  for a p p l i c a t i o n s  for f o l l o w i n g  
f i s c a l  y e a r  to p r e s e r v e  a p p e a l  r i g hts.

D e c e m b e r  1 - f i n a l  d e a d l i n e  for a p p l i c a t i o n s ,  a p p e a l  
r i g h t s  w a i v e d .

J a n u a r y  1 -  f i n a l  d e a d l i n e  f o r  c a l e n d a r  y e a r  m u n i c i ­
p a l i t i e s  .

2. P r i o r  Y e a r  D a t a  P r o p o s a l .
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J a n u a r y  15 - f i n a l  d e t e r m i n a t i o n  of d a t a  e l e m e n t s  a n d  
d e a d l i n e  f o r  r e q u e s t s  f o r  p o p u l a t i o n  r e v i s i o n .

F e b r u a r y  15 - a p p e a l  d e a d l i n e .

F e b r u a r y / M a r c h  - r e s o l u t i o n  of  a p p e a l s .

E n d  of M a r c h  - p r e l i m i n a r y  e n t i t l e m e n t  run.

J u n e  1 - d e a d l i n e  for s u b m i s s i o n  o f  a u d i t s / c e r t i f i e d  
f i n a n c i a l  s t a t e m e n t s  f o r  p r e c e d i n g  f i s c a l  y e a r  c o v e r­
in g  c l a i m e d  l o c a l l y  g e n e r a t e d  r e v e n u e s .

E n d  of J u n e  - f i n a l  e n t i t l e m e n t  run.

J u l y  1 - b e g i n n i n g  o f . e n t i t l e m e n t - y e a r .------   ••

F i r s t  w e e k  of J u l y  - f i n a l  p a y m e n t s  d i s b u r s e d  to r e­
c i p i e n t s  c o n d i t i o n e d  u p o n  s u b m i s s i o n  of b u d g e t  for 
e n t i t l e m e n t  y e a r .

P e r h a p s  t h e  o n l y  d r a w b a c k  to u t i l i z i n g  t h e  p r i o r  y e a r  
d a t a  p r o p o s a l  is the p e r c e i v e d  i n c r e a s e d  t i m e  lag b e­
t w e e n  the m e a s u r e m e n t  of d a t a  e l e m e n t s  a n d  t h e  r e c e i p t  
of p a y m e n t  b a s e d  u p o n  t h a t  data. T h i s  p e r c e p t i o n  m a y  
h a v e  b e e n  b a s e d  u p o n  t h e  t e r m i n o l o g y  u s e d  to d e s i g n a t e  
the p r o p o s a l ,  as " p r i o r  y e a r  d a t a "  i m p l i e s  a n  a d d i­
t i o n a l  t w e l v e  m o n t h  t i m e  lag b e t w e e n  c a l c u l a t i o n  and 
p a y m e n t  b e y o n d  the c u r r e n t  lag. A d d i t i o n a l l y ,  e a r l y  
f o r m u l a t i o n s  of t h e  p r o p o s a l  s h o w e d  p o t e n t i a l l y  s i g­
n i f i c a n t  t i m e  l a g s  b e t w e e n  the d a t a  c a l c u l a t i o n  a n d  
f i n a l  p a y m e n t .

F u r t h e r  r e f i n e m e n t s  of the p r o p o s a l  h a v e  t e n d e d  to 
r e d u c e  t h i s  t i m e  lag, in s o m e  c a s e s ,  s i g n i f i c a n t l y .  
T h e  t i m e  lag b e t w e e n  c a l c u l a t i o n  of d a t a  e l e m e n t s  to 
f i n a l  p a y m e n t  u n d e r  the p r o p o s e d  s y s t e m  w o u l d  be as 
f o l l o w s ,  a s s u m i n g  a J u l y  1 p a y m e n t :

P o p u l a t i o n :  O c t o b e r  1 to J u l y  1 = 9  m o n t h s .

L o c a l l y  g e n e r a t e d  r e v e n u e s  (for m u n i c i p a l i t i e s  on t h e  
S t a t e  f i s c a l  y e a r ) :  J u n e  30 of the f i s c a l  y e a r  of t h e
y e a r  p r e c e d i n g  the y e a r  of  a p p l i c a t i o n  to J u l y  1 = 12 
m o n t h s .

F u l l  a n d  t r u e  v a l u e :  J a n u a r y  1 of c a l e n d a r  y e a r  p r e ­
c e d i n g  y e a r  of a p p l i c a t i o n  to J u l y  1 of e n t i t l e m e n t  
y e a r  ( s u c c e e d i n g  y e a r  of a p p l i c a t i o n )  = 18 m o n t h s .

S e r v i c e  p r o v i s i o n :  O c t o b e r  1 to J u l y  1 = 9  m o n t h s .



T h i s  r e v e a l s  t h e  f o l l o w i n g  c o m p a r i s o n :

D a t a  E l e m e n t C u r r e n t P r o p o s e d

P o p u l a t i o n
L o c a l l y  G e n e r a t e d  R e v e n u e s  
F u l l  a n d  T r u e  V a l u e  
S e r v i c e  P r o v i s i o n

9 m o n t h s  
9 m o n t h s  

27 m o n t h s  
9 m o n t h s

9 m o n t h s  
12 m o n t h s  
18 m o n t h s  
9 m o n t h s

It s h o u l d  b e  n o t e d ,  of c o u r s e ,  t h a t  t h e  c u r r e n t  p r o­
g r a m  d i s b u r s e s  p r e p a y m e n t s ,  w h i c h  a m o u n t  to a b o u t  h a l f  
the e n t i t l e m e n t ,  as m u c h  as 5 m o n t h s  e a r l i e r  t h a n  t h e  
M a r c h  30 d a t e  u s e d  to c a l c u l a t e  t i m e  l a g  for t h e  c u r­
re n t  p r o g r a m  in the a b o v e  c o m p a r i s o n .

3. A n a l y s i s  of C h a n g e s .  ........ ..........

T h e  p r o b l e m  o f  p r e d i c t a b i l i t y  is a d d r e s s e d  in t h a t  
a c c u r a t e  p r e l i m i n a r y  e s t i m a t e s  of e n t i t l e m e n t s  w i l l  be 
a v a i l a b l e  to m u n i c i p a l i t i e s  b y  t h e  e n d  of  M a r c h  f o r  
u s e  in b u d g e t  f o r m u l a t i o n  a n d  f i n a n c i a l  p l a n n i n g .  
T h o s e  e s t i m a t e s  w i l l  be b a s e d  u p o n  the f i n a l i z e d  m u n i­
c i p a l  d a t a  e l e m e n t s  a n d  the G o v e r n o r ' s  r e q u e s t e d  b u d­
g e t  a p p r o p r i a t i o n  l e v e l  for the p r o g r a m ,  u n l e s s  the 
o p e r a t i n g  b u d g e t  has b e e n  p a s s e d ,  in w h i c h  c a s e  t h e  
a p p r o p r i a t i o n  l e v e l  w i l l  be a d j u s t e d  a c c o r d i n g l y .  
P a y m e n t s  w i l l  be  a v a i l a b l e  at the b e g i n n i n g  of t h e  
f i s c a l  y e a r ,  t h u s  r e l i e v i n g  m u c h  of the u n c e r t a i n t y  
i n v o l v e d  in r e c e i p t  of  p a y m e n t s .  A n  a d d i t i o n a l  a d v a n­
tag e  is t h a t  c o m m u n i t i e s  w i l l  h a v e  t h e i r  e n t i r e  p a y ­
m e n t  a v a i l a b l e  m u c h  e a r l i e r  in the f i s c a l  y e a r ,  a l l o w­
ing m o r e  f l e x i b i l i t y  in f i n a n c i a l  p l a n n i n g ,  as w e l l  as 
the p o s s i b i l i t y  of e a r n i n g  a d d i t i o n a l  i n t e r e s t  f r o m  
the f u n d s .

A p p l i c a t i o n s  w i l l  be m a d e  in the y e a r  p r e c e d i n g  t h e  
e n t i t l e m e n t  y e a r ,  r a t h e r  t h a n  t h e  e n t i t l e m e n t  y e a r  
i t s e l f .  A p p l i c a t i o n  d e a d l i n e s  m a y  be r e t a i n e d  to 
a v o i d  c o n f u s i o n  a m o n g  s m a l l e r  c o m m u n i t i e s .  It m a y  be 
d e s i r a b l e ,  h o w e v e r ,  to a l t e r  t h e  d e a d l i n e  for c a l e n d a r  
y e a r  m u n i c i p a l i t i e s  to p r o v i d e  for t h e i r  s p e c i a l  
n e e d s .  S e r v i c e  p r o v i s i o n  d a t e s  w i l l  be c h a n g e d  f r o m  
J u l y  1 to O c t o b e r  1 of the a p p l i c a t i o n  y e a r .  T h i s  
w i l l  a l l o w  the e n t i r e  b u i l d i n g  s e a s o n  to be  c o m p l e t e d  
for i n c l u s i o n  of c l a i m e d  s e r v i c e  (e.g., r o a d s ) .  T h i s  
w i l l  a l l o w  s e r v i c e s  t h a t  c o u l d  n o t  be c o u n t e d  for a n  
a d d i t i o n a l  12 m o n t h s  u n d e r  the c u r r e n t  s y s t e m ,  b e c a u s e  
t h e y  w e r e  n o t  in s e r v i c e  u n t i l  a f t e r  the J u l y  1 d e a d­
line, to be a v a i l a b l e  for i n c l u s i o n  in the e n t i t l e m e n t  
c a l c u l a t i o n  if c o m p l e t e d  by  O c t o b e r  1. P o p u l a t i o n  
w i l l  be d e t e r m i n e d  as of O c t o b e r  1 to m i n i m i z e  the l a g  
b e t w e e n  p o p u l a t i o n  i n c r e a s e  or d e c r e a s e  a n d  p a y m e n t  
b a s e d  u p o n  t h o s e  f i g u r e s .  A d d i t i o n a l l y ,  it w i l l  a l l o w  
c o m m u n i t i e s  to u t i l i z e  s u m m e r  m o n t h s  for c e n s u s  t a k­
ing, if d e s i r e d .
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S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J l ’ M E A U

January 29, 1987

T h e  H o n o r a b l e  E e n  G r u s s e n d o r f  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, o f  the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  t h e  t i m e  
p e r i o d s  to be  u s e d  i n  a d m i n i s t e r i n g  the t a x  e q u a l i z a t i o n  and 
m u n i c i p a l  a s s i s t a n c e  p r o g r a m s .  T h e  b i l l  a m e n d s  s e c t i o n s  of 
AS 29.60 to c o m p u t e  m u n i c i p a l  r e v e n u e  s h a r i n g  e n t i t l e m e n t s ,  
and to d i s t r i b u t e  r e v e n u e  s h a r i n g  a n d  m u n i c i p a l  a s s i s t a n c e ,  
on a n e w  t i m e t a b l e .

E a c h  year, the A l a s k a  l e g i s l a t u r e  a p p r o p r i a t e s  m o n e y  for 
m u n i c i p a l  r e v e n u e  s h a r i n g ,  k n o w n  as " e q u a l i z a t i o n  e n t i t l e­
men t s , "  t o  b e  d i s t r i b u t e d  in the f o l l o w i n g  s t a t e  f i s c a l  
year. E q u a l i z a t i o n  e n t i t l e m e n t s  a r e  t h e  p r o d u c t  o f  m u l t i­
pl y i n g  a m u n i c i p a l i t y ' s  m i l l a g e  r a t e  e q u i v a l e n t  b y  the 
m u n i c i p a l i t y ' s  p o p u l a t i o n .  A S  2 9 . 6 0 . 0 1 0 ( b ) .  T w o  f a c t o r s  
u s e d  in d e t e r m i n i n g  the m i l l a g e  r a t e  e q u i v a l e n t  a r e  the 
m u n i c i p a l i t y ' s  l o c a l l y  g e n e r a t e d  r e v e n u e  a n d  p r o p e r t y  v a l­
ues. A S  2 9 . 6 0 . 0 1 0 ( c ) .  A  m u n i c i p a l i t y ' s  l o c a l l y  g e n e r a t e d  
r e v e n u e  and f u l l  a n d  tr u e  a s s e s s e d  p r o p e r t y  v a l u e  in one 
y e a r  are t h e  f o u n d a t i o n  for c o m p u t i n g  t h e  m u n i c i p a l i t y ' s  
e q u a l i z a t i o n  e n t i t l e m e n t  for t h e  n e x t  s t a t e  f i s c a l  year. 
However, t h e  c u r r e n t  s y s t e m  for d e t e r m i n i n g  r e v e n u e  s h a r i n g  
does not g i v e  m u n i c i p a l i t i e s  s u f f i c i e n t  o p p o r t u n i t y  to p l a n  
ahead; a m u n i c i p a l i t y  m u s t  p l a n  its b u d g e t  in a d v a n c e  
w i t h o u t  an a c c u r a t e  i d e a  of its e n t i t l e m e n t  for the f o l­
low i n g  f i s c a l  y e ar.

T w o  time p e r i o d s  u n d e r l y  the e x i s t i n g  t i m e t a b l e  for d e t e r­
m i n i n g  e n t i t l e m e n t s  a n d  d i s t r i b u t i n g  p a y m e n t s :  (1) t h e
m u n i c i p a l  f i s c a l  y e a r  f r o m  w h i c h  the l o c a l l y  g e n e r a t e d  
r e v e n u e  and f u l l  a n d  t r u e  a s s e s s e d  p r o p e r t y  v a l u e  are d e­
rived, a n d  (2) t h e  s u c c e e d i n g  s t a t e  f i s c a l  y e a r  in w h i c h  
bo t h  the c o m p u t a t i o n  and d i s t r i b u t i o n  o f  e n t i t l e m e n t s  t a k e s  
place. In i t s  D e c e m b e r  9, 1985 r e p o r t ,  t h e  G o v e r n o r ' s  T a s k  
F o r c e  on  S t a t e  S h a r e d  R e v e n u e s  r e q u e s t e d  t h a t  t h e  l a t t e r  
f u n c t i o n s  b e  s e p a r a t e d  i n t o  t w o  y e a r s ,  so  t h a t  c o m p u t a t i o n  
of e n t i t l e m e n t  is d o n e  in the s t a t e  f i s c a l  y e a r  b e f o r e  the 
d i s t r i b u t i o n  o f  p a y m e n t s .  T h i s  is i n f o r m a l l y  d e s c r i b e d  as 
the " p r i o r  y e a r  d a t a "  b a s i s  f o r  h a n d l i n g  r e v e n u e  s h a r i n g  
e n t i t l e m e n t s .



Hon. Ben G r u s s e n d o r f P ag e  2

T o  i m p l e m e n t  the p r i o r - y e a r  s y s t e m ,  th i s  b i l l  a m e n d s  v a r i o u s  
s e c t i o n s  o f  A S  2 9 . 6 0  tc r e f l e c t  t h r e e  r e l e v a n t  t i m e  p e r i o d s :  
the m u n i c i p a l  f i s c a l  y e a r  from, w h i c h  r e v e n u e  a n d  p r o p e r t y  
v a l u e  d a t a  is c o l l e c t e d ,  t h e  s t a t e  fiscal y e a r  o f  
e n t i t l e m e n t  c o m p u t a t i o n ,  and t h e  s t a t e  f i s c a l  y e a r  o f  e n­
t i t l e m e n t  p a y m e n t .  W i t h  the c o m p u t a t i o n  of e n t i t l e m e n t  
o c c u r r i n g  in t h e  fiscal y e a r  b e f o r e  p a y m e n t ,  the d e p a r t m e n t  
w i l l  b e  a b l e  t o  d i s t r i b u t e  e n t i t l e m e n t s  s o o n e r  e a c h  f i s c a l  
year.

S e c t i o n  1 o f  t h e  b i l l  a m e n d s  A S  2 9 . 6 C . 010 (a) to r e f l e c t  t h a t  
c o m p u t a t i o n  o f  an e q u a l i z a t i o n  e n t i t l e m e n t  o c c u r s  in the 
s t a t e  f i s c a l  y e a r  b e f o r e  t h e  f i s c a l  y e a r  of  p a y m e n t .  A S  
2 9 . 6 0 . 0 1 0 ( c )  is a m e n d e d  to s t a t e  t h a t  a m u n i c i p a l i t y ' s  
l o c a l l y  g e n e r a t e d  r e v e n u e  is c a l c u l a t e d  o n  the b a s i s  of 
r e v e n u e  r e c e i v e d  d u r i n g  the m u n i c i p a l  f i s c a l  y e a r  p r e c e d i n g  
t he y e a r  in w h i c h  the d e p a r t m e n t  d e t e r m i n e s  the m i l l a g e  r a t e  
e q u i v a l e n t .  S e c t i o n  2 m a k e s  a s i m i l a r  c h a n g e  to A S  2 9 . -  
6 0 . 0 3 0 ( a ) .

B e c a u s e  the p r i o r - y e a r  s y s t e m  s p l i t s  c o m p u t a t i o n  and d i s­
t r i b u t i o n  of r e v e n u e  s h a r i n g  i n t o  t w o  s t a t e  fiscal y e a r s ,  
t h e r e  is no l o n g e r  a n e e d  for m u n i c i p a l i t i e s  to s u b m i t  
p r e l i m i n a r y  d a t a  b y  O c t o b e r  15. A s  a r e s u l t ,  sec. 8 o f  t h e  
b i l l  r e p e a l s  A S  2 9 . 6 0 . 0 3 0 ( b ) .

In sec. 3 o f  t h e  bill, the d e a d l i n e  f o r  the d e p a r t m e n t ' s  
d e t e r m i n a t i o n  o f  e a c h  m u n i c i p a l i t y ' s  m i l l a g e  r a t e  e q u i v a l e n t  
is c h a n c e d  f r o m  D e c e m b e r  15 to  J a n u a r y  15 of  e a c h  y e a r .  A S  
2 9 . 6 0 . 0 3 0 ( c ) .  T h a t  s t a t u t e  is a l s o  a m e n d e d  to s t a t e  t h a t  
t h a t  d e t e r m i n a t i o n  is to b e  u s e d  for t h e  d i s t r i b u t i o n  o f  
e q u a l i z a t i o n  e n t i t l e m e n t s  t h a t  w i l l  o c c u r  in t h e  s t a t e  
fis c a l  y e a r  t h a t  b e g i n s  a f t e r  t h e  J a n u a r y  15 c o m p u t a t i o n .

A S  2 9 . 6 0 . 0 4 0  s e t s  o u t  the m u n i c i p a l  r e p o r t s  r e q u i r e d  b e f o r e  
p a y m e n t  o f  an e q u a l i z a t i o n  e n t i t l e m e n t .  S e c t i o n  4 o f  t h e  
b i l l  a m e n d s  t h e  s t a t u t e  tc r e f l e c t  t h a t  a m u n i c i p a l i t y ' s  
f i n a n c i a l  r e p o r t s  s h o u l d  c o v e r  t h e  f i s c a l  y e a r  p r e c e d i n g  t h e  
y e a r  in w h i c h  t h e  d e p a r t m e n t  c o m p u t e s  the m i l l a g e  r a t e  
e q u i v a l e n t .  T h e  m u n i c i p a l i t y  m u s t  s u b m i t  a b u d g e t  for t h e  
f i s c a l  y e a r  for w h i c h  an e n t i t l e m e n t  is s o u g h t .  A S  
2 9 . 6 0 . 0 4 0 .

A d d i t i o n a l  r e q u i r e m e n t s  are c u r r e n t l y  p l a c e d  o n  a m u n i c i­
p a l i t y  in o r d e r  to  q u a l i f y  f o r  r e v e n u e  sh a r i n g .  A S  2 9 . -  
60.290. S e c t i o n  5 c f  the b i l l  a m e n d s  A S  2 9 . 6 0 . 2 9 0 ( a ) ( 1 )  a n d
(2) t o  r e q u i r e  t h a t  a r e g u l a r  e l e c t i o n  a n d  r e g u l a r  m e e t i n g s  
of  the m u n i c i p a l  g o v e r n i n g  b o d y  b e  h e l d  in the s t a t e  f i s c a l  
y e a r  p r e c e d i n g  t h e  y e a r  in w h i c h  t h e  d e p a r t m e n t  c o m p u t e s  t h e  
m i l l a g e  r a t e  e q u i v a l e n t .  A s  c u r r e n t  l a w  r e q u i r e s ,  t h e
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m u n i c i p a l  b u d g e t  m u s t  c o v e r  t h e  y e a r  t h a t  the e n t i t l e m e n t  
w i l l  b e  p a i d ,  b u t  the r e q u i s i t e  a u d i t  o r  f i n a n c i a l  s t a t e m e n t  
f r o m  t h e  m u n i c i p a l i t y  c o v e r s  t h e  f i s c a l  y e a r  p r e c e d i n g  the 
d e p a r t m e n t ' s  d e t e r m i n a t i o n  o f  t h e  m i l l a g e  r a t e  e q u i v a l e n t .  
A S  2 9 . 6 0  .290 (a) (3).

S e c t i o n  6 of  the bill a d d s  a n e w  A S  2 9 . 6 0 . 3 1 0  t h a t  s p e c i f i e s  
t h a t  t h e  d e p a r t m e n t  is to m a k e  its t a x  e q u a l i z a t i o n  (or 
r e v e n u e  s h aring) p a y m e n t s  n o  l a t e r  t h a n  J u l y  21, b a s e d  u p o n  
t h e  c a l c u l a t i o n s  m a d e  in t h e  p r e c e d i n g  f i s c a l  year.

S e c t i o n  7 of the b i l l  a m e n d s  t h e  t i m e t a b l e  for p a y m e n t  of 
m u n i c i p a l  a s s i s t a n c e  u n d e r  A S  2 9 . 6 0 . 3 5 0 .  A S  2 9 . 6 0 . 3 5 0 ( b )  
c u r r e n t l y  p r o v i d e s  t w o  d i f f e r e n t  d e a d l i n e s  for p a y m e n t  of 
m u n i c i p a l  a s s i s t a n c e  d e p e n d i n g  on a m u n i c i p a l i t y ' s  f i s c a l  
y e a r .  T h e  s t a t u t e  is a m e n d e d  t o  s e t  a s i n g l e  date. F e b r u a r y  
1, as t h e  d e a d l i n e ,  i n s t e a d  o f  F e b r u a r y  1 o r  J u n e  1.

S e c t i o n  9 of t h e  bill p r o v i d e s  for a t r a n s i t i o n  b e t w e e n  the 
c u r r e n t  s y s t e m  and the n e w  p r i c r - y e a r  s y s t e m .  T h e  e x i s t i n g  
t i m e t a b l e  for c o m p u t a t i o n  a n d  d i s t r i b u t i o n  w o u l d  b e  f o l l o w e d  
in F Y  1988, b u t  the b i l l ' s  n e w  t i m e t a b l e  w o u l d  a p p l y  to F Y  
1989. T h e  s w i t c h  to a p r i o r - y e a r  s y s t e m  w i l l  r e q u i r e  the 
u s e  o f  t h e  sa m e  l o c a l l y  g e n e r a t e d  r e v e n u e  d a t a  in t w o  c o n­
s e c u t i v e  f i s c a l  years, w h i c h  is u n a v o i d a b l e .  S e c t i o n  10 of 
t h e  b i l l  p r o v i d e s  for a J u l y  1, 19 8 7  e f f e c t i v e  date, g i v i n g  
th e  d e p a r t m e n t  the a u t h o r i t  I 1 988 for
i m p l e m e n t a t i o n  o f  the n e w  svs

G o v e r n o r
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Dear S e n a t o r  D e Vries:

RE: H B  558

I h a v e  t aken the l i b e r t y  of p r e p a r i n g  an i n f o r m a t i o n a l  p a c k e t  
r e g a r d i n g  HB 558, r e l a t i n g  to time p e r i o d s  for d i s t r i b u t i o n  of 
s t a t e  r e v e n u e  s h a r i n g  and m u n i c i p a l  a s s i s t a n c e  p a y m e n t s ,  for 
y o u  a n d  m e m b e r s  of the S e n a t e  C o m m u n i t y  and R e g i o n a l  A f f a i r s  
C o m m i t t e e .

T h i s  bi l l  is an a t t e m p t  to g e t  the m o s t  f r o m  each d o l l a r  
s p e n t .  The i n c r e a s e d  p r e d i c t a b i l i t y  and e a r l i e r  p a y m e n t s  
p r o v i d e d  u n der this bi l l  w i l l  m i t i g a t e  to some e x t e n t  the 
e f f e c t s  of lower s t a t e  s h a r e d  r e v e n u e s  for m u n i c i p a l i t i e s  and 
o t h e r  r e c i p i e n t s  of f u n d s  u nder t h ese p r o g r a m s .  This b i l l  is 
d e s i g n e d  to a d d r e s s  one of the b i g g e s t  c o m p l a i n t s  a b o u t  the

• .- s t a t e  R e v e n u e  S h a r i n g  P r o g r a m ,  its lack of p r e d i c t a b i l i t y .
A d d i t i o n a l l y ,  the bill p r o v i d e s - f o r  p a y m e n t  of r e v e n u e  s h a r i n g  
a n d  m u n i c i p a l  a s s i s t a n c e  f unds m u c h  e a r l i e r  in the f i s c a l  y e a r  
th a n  u n d e r  the c u r r e n t  law.

T he u n p r e d i c t a b i l i t y  rn the S t a t e  R e v e n u e  S h a r i n g  P r o g r a m  has 
two e l e m e n t s .  First, r e c i p i e n t s  of r e v e n u e  s h a r i n g  do not k n o w  
w h a t  a m o u n t  of f u n d i n g  t h e y  w i l l  r e c e i v e  u n t i l  we l l  into t h eir 
f i s c a l  year. Second, the p a y m e n t  s c h e d u l e  is u n c e r t a i n  b e c a u s e  
of c o m p l i c a t i o n s  w h i c h  a r i s e  in the c a l c u l a t i o n  p r o c e s s .  Th i s  
t w o - f o l d  lack of p r e d i c t a b i l i t y  d i s r u p t s  the a b i l i t y  of 
m u n i c i p a l i t i e s  to a d e q u a t e l y  p l a n  t heir f i s c a l  a f fairs.

.This lack of p r e d i c t a b i l i t y  is l a r g e l y  the r e s u l t  of the p r o­
g r a m  s t r u c t u r e .  C u r r e n t l y  e n t i t l e m e n t s  are c a l c u l a t e d  on the 
b a s i s  of i n f o r m a t i o n  c o l l e c t e d  f r o m  the m u n i c i p a l  fi s c a l  
y e a r  p r e c e d i n g  the s tate fi s c a l  ye a r  in w h i c h  c a l c u l a t i o n s  a n d  
p a y m e n t s  are made. B e c a u s e  of the c o m p r e s s i o n  of the c a l c u l a­
tion a n d  p a y m e n t  f u n c t i o n  into one year, t h e r e  is no w a y  to 
p r e d i c t  e n t i t l e m e n t s  w i t h  any d e g r e e  of a c c u r a c y .

21-P1LH
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In o r der to a d d r e s s  this p r o b l e m ,  the G o v e r n o r ' s  Task F o rce on 
S tate S h a r e d  R e v e n u e s  r e c o m m e n d e d  the c a l c u l a t i o n  and p a y m e n t  
f u n c t i o n s  be s e p a r a t e d  into two s e p a r a t e  yea r s .  A  d e t a i l e d  
d i s c u s s i o n  of the p r o p o s a l  is c o n t a i n e d  in the task f o r c e  • 
r e p o r t  at p a ges 12 - 19, w h i c h  I h a v e  a t t a c h e d  to this l e t t e r  
as A t t a c h m e n t  1. A  chart, s u m m a r i z i n g  the c u r r e n t  r e v e n u e  
s h a r i n g  time table a n d  the p r o p o s e d  r e v e n u e  s h a r i n g  time t a b l e

•i. .

u n d e r  this bi l l  is a l s o  e n c l o s e d  as A t t a c h m e n t  2.

B e c a u s e  the D e p a r t m e n t  wi l l  h a v e  the da t a  n e c e s s a r y  to c a l­
c u l a t e  r e v e n u e  s h a r i n g  e n t i t l e m e n t s  the year b e f o r e  p a y m e n t ,  we 
w i l l  be able to g i v e  out r e a s o n a b l y  a c c u r a t e  e s t i m a t e s  of the 
a m o u n t  of p a y m e n t  to each r e c i p i e n t  b e f o r e  t heir fi s c a l  y e a r  
s t a rts, u s u a l l y  in ti m e  for use in b u d g e t  p r e p a r a t i o n  b y  the 
m u n i c i p a l i t y .  An  a d d i t i o n a l  b e n e f i t  is that r e v e n u e  s h a r i n g  
p a y m e n t s  car. be m a d e ' a t  the b e g i n n i n g  of the n e w  s t a t e  f i s c a l  
year, so that r e c i p i e n t s  w i l l  h a v e  the m o n e y  e a r l i e r  than at 
p r e s e n t .  This a l l o w s  a d d i t i o n a l  f i n a n c i a l  f l e x i b i l i t y  a n d  the 
p o s s i b i l i t y  of a d d i t i o n a l  i n c o m e  t h r o u g h  i n v e s t m e n t ,  wh i c h ,  in 
the case of c o m m u n i t i e s  li k e  A n c h o r a g e  m a y  be s u b s t a n t i a l .

The bi l l  al s o  p r o p o s e s  that the p a y m e n t  date for m u n i c i p a l  
a s s i s t a n c e  be m a d e  F e b r u a r y  1 for all m u n i c i p a l i t i e s ,  ra t h e r  
than just t h o s e  on a c a l e n d a r  f i s c a l  year. C u r r e n t l y ,  
m u n i c i p a l i t i e s  on a s t a t e  f i s c a l  ye a r  are n e t  p a i d  u n t i l  Ju n e  
1. The b e n e f i t  to m u n i c i p a l i t i e s  a g a i n  r e l a t e s  to e a r l i e r  
r e c e i p t  o f  p a y m e n t  as w e l l  as - c o r r e c t i o n  of w h a t  has b e e n  
p e r c e i v e d  to be an . i n e q u i t y  in p a y m e n t  s c h e d u l e s  a m o n g  
m u n i c i p a l i t i e s  b a s e d  u p o n  their f i s c a l y e a r . __

Thi s  b i l l  r e c e i v e d  -favorable a t t e n t i o n  in the H o u s e  of 
R e p r e s e n t a t i v e s .  F a v o r a b l e  t e s t i m o n y  was r e c e i v e d  b y  the H o u s e  
-Community and R e g i o n a l  A f f a i r s  C o m m i t t e e  f r o m  S c o t t  B u r g e s s  of 
the A l a s k a  M u n i c i p a l  L e a g u e  in s u p p o r t  of the l e g i s l a t i o n .  He 
al s o  s u p p l i e d  a m e m o r a n d u m  in s u p p o r t  of the b i ll, a c o p y  of 
w h i c h  is a t t a c h e d  ( A t t a c h m e n t  3). C h i p  D e n n e r l e i n ,  on b e h a l f  
of M a y o r  K n o w l e s  in his c a p a c i t y  as P r e s i d e n t  of the A l a s k a  
C o n f e r e n c e  of M a y o r s  at the time the p r o p o s a l  was r e l e a s e d  by 
the task force, s p o k e  in favor of the l e g i s l a t i o n .  L a r r y  
S e m m o n s  from the Kenai P e n i n s u l a  Bor o u g h ,  t e s t i f y i n g  on b e h a l f  
of the M u n i c i p a l  F i n a n - e  O f f i c e r s  of A l a s k a ,  e x p r e s s e d  the s u p­
por t  of that o r g a n i z a t i o n  as well. O n e  c o n c e r n  r a i s e d  b y  Mr. 
S e m m o n s 1 t e s t i m o n y  was the n e e d  for a da t e  c e r t a i n  in the bill 
for d i s b u r s e m e n t  of r e v e n u e  s h a r i n g  funds. Th a t  c o n c e r n  was 
a d d r e s s e d  in the H o u s e  F i n a n c e  C o m m i t t e e  w i t h  an a m e n d m e n t  to 
p r o v i d e  for p a y m e n t  by  J u l y  31.

■■ . ' i A  At  i r i '* *i— rr  r
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A  final e n c l o s u r e  is a copy of G o v e r n o r  S h e f f i e l d ' s  l e t t e r  of 
t r a n s m i t t a l  to the S p e a k e r  of the H o u s e  w h i c h  a c c o m p a n i e d  this 
bill.

If v°ii have any furt h e r  q u e s t i o n s ,  the D e p a r t m e n t  wi l l  g l a d l y  
p a r t i c i p a t e  in any d i s c u s s i o n s  or h e a r i n g s  on this bill.

E n c l o s u r e s  (4)

cc: M e m b e r s  of the Se n a t e  C o m m u n i t y
and R e g i o n a l  A f f a i r s  C o m m i t t e e




