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MEMORANDUM State of Alaska

Community and Regional Affairs

T0: McKie Campbell DATE: March 31/ 1987
Committee Aide
Senate C&RA Committee FILE NO.: 0906 j/JP/rr
SUBJECT:

HB 90 - Time Period
for Revenue Sharing
FROM: Jim Plasman j and Municipal
Local GovernnwrjjL Specialise 1V Assistance
Municipal and Regional
Assistance Division

As requested, | have prepared an informational packet on this
bill. This bill is virtually 1identical to HB 558 from the 14th
Legislature, which received favorable attention from the legis—
lature last year, but got caught in commiL.tee 1in the final rush

to adjournment. The only difference between the final version
of HB 558 and HB 90 is language clarifying references to
"fiscal year™ as either the state fiscal year or the fiscal

year of the recipient.

Included are the department®s position paper, a memorandum Tfrom
the Alaska Municipal League to the House Community and Regional
Affairs Committee 1in support of HB 90, materials prepared for
the Senate Community and Regional Affairs Committee last year
regarding HB 558, and a sectional analysis of HB 558 prepared
last year by Legislative Legal Services.

If you have any further questions, please feel free to give me
or Doug Griffin a call. The department, will have representa—

tives at the committee meeting to answer any questions commit—
tee members may have regarding this legislation.

Enclosures:

cc: Doug Griffin, Deputy Director

02-001 A (Rev 10-84)



HB 90 SENATE: JOURNAL. - PAGE 524— 1

HOUSE BILL NO- 90 by the Rules Committee by request of the
Governory ent itled -

"An Act relating to time periods to be used for
adm in ister ing I:he tax equ I lization program and
the mun ic ipal assistarice program? and prov id ing
for an effective date.”

was read the first time and referred to the Community and
Regional Affairs Commillea and Lthe Finance Commi ttee.

1B 90 SENATE JOURNAL - PAGE 709- 2

The Community arid Regional Affairs Committee considered
HOUSE BILL NO. 90 (time periods to be used for administering
the tax equal ization program and EI'ie muri ic ipal ass istance
program? efd) and recommended do pass. The report was
signed by Senator Sturgillewsk i, Chairman and concurred in by
Senators Kellyy llalfordy Szymansk i and 7iiaroff.

IDUSII BILL NO. 90 was referred to the Finance Comrnillee.

HB 90 SENATE JOURNAL - PAGE 1169- 4

The F inanceComm illee cons idered HOU3MNl BILL NO. 90 (time
Per iocls to be wused far ainindis Xer ing the taxeaualization

program andthe municipal ass istance program» efcl and a
major ity of te commillee recommended do pdass.

HB 90 ) SENATE JOURNAL - PAGE 1170- 1
Ttie report was signed by Senator Dinkleyy Co-chairman and
concurred iIn L Senators 7harGffy Buncany 1Jehling» Benrietl

and Fisclier.

HOUSE BIL.L NO. 90 was relkerred tc the Rules Commiltee.

3/ 9/37

4/ 1/37

5/

5/ 4/87
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SP\\TE COMMITTEE REPORT

FURTHER: FINANCE

3/9/87 DATE TURNED INTO OFFICE W///<?7

Mr. President:

COMMUNITY & REGIONAL AFFAIRS Committee considered HB 90

time periods to be used for administering the tax equalization program
and the municipal assistance program; efd.

and recommended:

1 replace with CS FOR ) [1 same title
J or adopt CS FOR ) I new title

[
[
[ ] attached amendment(s) and
] do pass

1

do not pass

1] no recommendation
] individual recommendations
] further referral to
1] Iletter of intent adopted
Committee [ ] attached cr [<] adopted fiscal note(s)
[ ] new [ ] updated or Jj~] previous
[y] zero [ ] fiscal impact
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
/

2W I

Chairman signatur and recommendation
[ 1 Committee Backup Attached



asfea 7~>tate legislature

ARLISSSTURGULEWSKI, Chairman pPOBA A
TIM KELLY, Vice Chairman £0 . JUNEAU, ALASKA 99811
RICK HALFORD i\ 1907) 465-4989
MIKESZYMANSKI
FREDZHAROFF

Senate

Community anti Regional *ffairsf Committee

TO: Senate C&RA Members < March 31, 1987

FROM:Senate C&RA staffjl nf A
“D y
RE: HB 90 - Time period for Revenue Sharing and Municipal

Assistance

HB 90 allows revenue sharing and municipal assistance to be
paid to municipalities based on data from the prior year.

This allows payments to be made in a timely manner and gives
municipalities some predictability on payments they can expect

to receive from these programs.

This bill is virtually identical to HB 558 from the 14th
Legislature. That bill received general support but was
caught in committee 1in the rush to adjournment. The only
difference between the final version of I. 558 and HB 90 1is
language clarifying references to "fiscal year" as either the

state fiscal year or the fiscal year o. the recipient.

Included in this packet 1is a position paper from DC&RA, a
memorandum from the Alaska Municipal League to the House C&PA
Committee 1in support of HB 90, materials prepared for the
Senate C&RA Committee last year regarding HB558, and a
sectional analysis of HB 558 prepared last year by Legal

Services.
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DEPT. OF COMMUNITY A REGIONAL AFFAIRS O PouCHB

JUNEAU. ALASKA 99811
PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER

[ 949 E. 36TH AVENUE, SUITE 400
ANCHORAGE, ALASKA 99508
PHONE: (907) 563-107.'

February 11, 1987

POSITION PAPER

RE: House Bill 90- "An Act relating to time periods to be used
for administering the tax equalization program and the

municipal assistance program; and providing for an effective
date."

SPONSOR: Rules Committee by Request of the Governor

PROGRAM EFFECTS: This bill would alter procedures for
collection of data and calculation of revenue sharing
entitlements and would allow earlier disbursement of revenue
sharing and municipal assistance entitlements to municipalities
and other recipients.

COMMENTS: This legislation was introduced at the request of
the Department and represents one of 1its highest priorities.
This bill 1is a product of the Governor®s 1985 Task Force on
State Shared Revenue and a very similar version (HB 558) was
nearly passed by the Legislature last session.

The legislation would benefit municipalities in two ways.
First, it would provide greater .predictability to the

entitlement process. Currently, a municipality must plan 1its
budget without an accurate 1idea 1if its entitlement for the
budget vyear. Under the proposed bill, the department will have

the necessary municipal data t<? provide very accurate estimates
to cities and boroughs for “budget preparation based upon
proposed or adopted 1levels of appropriation. The question of
appropriation level can be addressed if Governor Cowper®s
request for an FY 1989 appropriation for State Revenue Sharing
and Municipal Assistance is enacted.

Second, the proposed legislation will allow the department to
disburse funds within the first month of the fiscal vyear.
Under the current system, a prepayment of about one-half of the
entitlement is made in September or October, with a final
payment in March. This earlier funding will alleviate
municipal cash flow problems and provide greater flexibility
for the management of these funds at the local level.
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House Bill 90
February 11, 1987
Page Two

The legislation would also improve the administration of the
State Revenue Sharing program by allowing the use of verified
data elements in entitlement calculations instead of the
present method of using estimates. The stretching of the data
collection, <calculation, and payment process over three years
allows for a more thorough and deliberate approach to program
administration and should reduce the Ilikelihood of errors on

the part of municipalities and the Department. The present
system which compresses the three step process 1into a one year
time frame often results in incomplete or inaccurate

information because deadlines restrict complete discussion
between local governments and the Department regarding data
determinations.



STATFMF ALASKA 1987 LEGISLATIV(MSSION
W FISCAL NOTE

on Billversion: 0090A
REQUEST: HB Publish Date:1/30/37
Revis' nDate: . ApencvAffeciffl. Community & Regional A ffs

Titlez"An Act relating to time penod&RIt. TiOral Government Assistance
.lax equalization & raun. assist.

Sponsor: Rules/Governor pnmnnm-mt « Grants Administratiioif
Requestor-House C&RA mittee

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND -0- -0- -0- -0- -0- -0- m
FEDERALFUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

Doug Griffin, Deputy Dlrector& b 465-4750
S i ? I'l"Municipal &, Regional Assistanaee *A-’ =2-10-87
Approved by Commissioner: £  ty U Date:

Agency: ___Community srReqlonaI Affairs

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agcney(ies) page of
Senate Secretary




TELEPHONE

(907) 586-132S 105 MUNICIPAL WAY, SUITE 3C1

JUNEAU. AUSKA 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 1is 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 1in 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 1its passage by the
House.

On behalf of the League, I would like to thank Governor Cawper,
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 LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



BILL SHEFFIELD, GOVERNOR

DEPT. OF COMMUNITY & REGIONAL AFFAIRS O rovcns
OFFICE OF THE COMMISSIONER

PHONE: (907) 465 4700
[J 949 E. 36TH AVENUE, SUITE 400
ANCHORAGE. ALASKA 99508
= PHONE: (907) 563-1073
April 23, 1986 (507)

The Honorable Edna DeVries
Alaska State Senate

P.0. Box V

Juneau, AK 99811

Dear Senator DeVries:
RE: HB 558

I have taken the |Iliberty of preparing an 1informational packet
regarding HB 558, relating to time periods for distribution of
state revenue sharing and municipal assistance payments, for
you and members of the Senate Community and Regional Affairs
Committee.

This bill is an attempt to get the most from each dollar
spent. The increased predictability and earlier payments
provided under this bill will mitigate to some extent, the
effects of lower state shared revenues for municipalities and
other recipients of funds under these programs. This bill 1is
designed to address one of the biggest complaints about the
State Revenue sharing Progranm, its Jlack of predictability.
Additionally, the bill provides for payment of revenue sharing
and municipal assistance funds much earlier 1in the fiscal year
than under the current law.

The wunpredictability 1in the State Revenue Sharing Program has

two elements. First, recipients of revenue sharing do not know
what amount of funding they will receive until well 1into their
fiscal year. Second, the payment schedule 1is uncertain because
of complications which arise 1in the calculation process. This

two-fold lack of predictability disrupts the ability of
municipalities to adequately plan their fiscal affairs.

This lack of predictability 1is largely the result of the pro-—
gram structure. Currently entitlements are calculated on the

basis of information collected from the municipal fiscal

year preceding the state fiscal year 1in which calculations and
payments are made. Because of the compression of the calcula—

tion and payment function into one year, there 1is no way to
predict entitlements with any degree of accuracy.
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Senator DeVries
April 23, 1986
Page Two

In order to address this problem, the Governor®s Task Force on
State Shared Revenues vrecommended the calculation and payment

functions be separated 1into two separate years. A detailed
discussion of the proposal is contained in the task force
report at pages 12 - 19, which 1 have attached to this letter
as Attachment 1. A chart, summarizing the current revenue

sharing time table and the proposed revenue sharing time table
under this bill 1is also enclosed as Attachment 2.

Because the Department will have the data necessary to cal—
culate revenue sharing entitlements the year before payment, we
will be able to give out reasonably accurate estimates of the
amount of payment to each vrecipient before therr fiscal year
starts, wusually 1in time for wuse 1in budget preparation by the
municipality. An additional benefit 1is that revenue sharing
payments can be made at the beginning of the new state fiscal
year, so that recipients will have the money earlier than at
present. This allows additional financial flexibility and the
possibility of additional 1income through investment, which, 1in
the case of communities like Anchorage may be substantial.

The bill also proposes that the payment date formunicipal

assistance be made February 1 for all municipalities, rather
than just those on a calendar fiscal year. Currently,
municipalities on a state fiscal year are not paid until June
1. The benefit to municipalities again relates to earlier

receipt of payment as well as correction of what has been
perceived to be an inequity in payment schedules among
municipalities based upon their fiscal year.

This bill received favorable attention in the House of

Representatives. Favorable testimony was received by the House
Community and Regional Affairs Committee from Scott Burgess of
the Alaska Municipal League 1in support of the legislation. He
also supplied a memorandum 1in support of the bill, a copy of
which 1is attached(Attachment 3). Chip Dennerlein, on behalf
of Mayor Knowles in his capacity as President of the Alaska
Conference of Mayors at the time the proposal was released by
the task force, spoke in favor of the legislation. Larry

Semmons from the Kenai Peninsula Borough, testifying on behalf
of the Municipal Finance Officers of Alaska, expressed the sup-—

port of that organization as well. One concern vraised by Mr.
Semmonsl1l testimony was the need for a date certain 1in the bill
for disbursement of revenue sharing funds. That concern was

addressed in the House Finance Committee with an amendment to
provide for payment by July 31.



Senator DeVries
April 23, 1986
Page Three

A final enclosure is a copy of Governor Sheffield"s letter of
transmittal to the Speaker of the House which accompanied this
bill

If you have any further quests..s, the Department will gladly
participate in any discussions or hearings on this bill.

Enclosures (4)

cc: Members of the Senate Community
and Regional Affairs Committee



# M Attachment 1

A second source of impetus for modification was the desire
to base payments upon a "basic needs" approach. It was
felt that certain categories of "basic needs®™ in local
government services should be identified and payments

should be determined on that basis. To a great extent,
this may be seen to be a return to the categorical program
which the -equalization program vreplaced in 1981. Past

analysis had indicated that this categorical approach
biased the program 1in favor of wealthier, more populous
communities which could afford to provide more services
than poorer, less populous ones. Further, complaints were
made that local governments should make the edecisions
about what services should be funded at the 1local level,
rather than have the State mandate these services through
the categories chosen to be eligible to receive funding.
.Additionally, proving eligibility-for .specific-categories
and monitoring expenditures for eligible services placed

excessive administrative burdens upon the state and local
governments.

On August 14, 1985, the Alaska Conference of Mayors met in
Fairbanks to discuss these and other fiscal issues of
interest to local governments. It was determined at that
meeting that any changes in the formulas for municipal
assistance and revenue sharing were unacceptable under the
current financial and political climate of the state, and
this determination was subsequently transmitted to the
Task Force

The combination of these factors has led the Task Force to
recommend that no change be made to the distribution for—
mulas utilized by the Municipal Assistance and State Rev-—
enue Sharing Programs.

B. Predictability and Stability

One of the biggest ~complaints _about the_ .current State Rev-—
enue Sharing Program is 1its lack of predictability. This
complaint 1is two"fold: first, recipients do not know what
the exact Ilevel of payment will be until well 1into their
fiscal year, and secondly, the payment schedule 1is uncer—

tain. This uncertainty and lack of predictability creates
problems 1in the planning and budgeting process and general
disruption of the fiscal affairs of municipalities. This

problem 1is Jlargely a result of the way the program 1is
structured.

from The Governor®s Task
Force on State Shared

Revenues, Dec. 9, 1985
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1. Current Time Table

Revenue Sharing entitlements are determined by a vari—
ety of data elements. A municipality"s population,

locally generated revenues, and property values are
used to determine its Municipal Tax Resource Equaliza—

tion entitlement. Miles of roads, hospital and health
facility beds and so on are used to determine a reci—
pient"s Miscellaneous Services entitlement. These

data elements are determined as of the following dates:

Population - the July 1 immediately preceding appli—
cation;

locally generated revenues - total for the municipal —
ity"s fiscal year preceding®"~"the year "of application; ~
full and trué property values - the January 1 of.the
year preceding the calendar year of application; and

service provision dates for State Aid for Miscella—
neous Services (roads and health facilities, volunteer
fire departments, unincorporated communities) - 1in
service July 1 of the year of application.

The application deadlines are as follows:

October 1 - application and budget must be postmarked
as of this date to qualify for prepayment.

November 1 - application and budget must be postmarked
as of this date to qualify for payment and preserve
appeal rights.

December 1 - application and budget must be postmarked

as of this date to qualify for payment, but appeal

-rights are waived. - - - "
r 9’

The administrative processes for calculating final

entitlements are on the following time line:

October 15 - initial determination of municipal pop—
ulation and data elements.

December 15 - deadline for municipal population revi—

sion requests by municipalities and final data element
determinations by department.

January 15 - deadline for appeal of data element
determinations by municipalities.



February to March - resolution of appeals.
March - computer run of final entitlements.
March -final payments sent to recipients.

June 30 - deadline for submission of audits/certified
financial statements.

The time lag from the measurement of these elements to
final payment under the current system amounts to the
following, assuming a March final payment date:
Population: July 1 to March 30 = 9 months.

Locally generated revenues (for state fiscal year mun—

icipalities): fiscal year ending June 30 to March 30
= 9 months.

Full and true property value: January 1 of year pre—
ceding calendar year of application to March 30 = 27
months.

Service provision: July 1 to March 30 = 9 months.

Prepayments are sent out as soon as possible after

receipt of the completed application and  Dbudget.

Final payments should go out in March; however, 1in the

last two fiscal vyears, because of extended deadlines

and a Legislative Budget and Audit Committee audit, 90

percent provisional payments were 1issued 1in March and

final payments were not made until May. Additionally,

an audit or certified financial statement for the fis—
cal year preceding the year of application must be

submitted before a final payment may be released.

Obviously, 1if the..audit or financial statement 1is not
submitted by the time of the final entitlement com—
puter run, the Department 1is unable to compare esti—
mated revenues claimed in t"" application with the
audited or certified figures. This has led 1in the
past to the necessity of assessing corrective prior
year adjustments in subsequent vyears which are not
only administratively burdensome to the state, but may
be devastating to a recipient which had grossly over—
estimated locally generated revenues.



2. Prior Year Data Proposal

The most promising proposal considered by the Task
Force which would address these 1issues and retain the
current revenue sharing formula 1is the use of "prior

year" data. In its simplest terms, this proposal
would allow the Department to use certain data fronm
the year preceding the one currently utilized. By so

doing, the data necessary to make the calculations to
determine recipients” final entitlements would be
available much earlier than at present so, that the
Department could 1) notify recipients of their expect—
ed entitlements in a timely manner to allow proper
budgeting and financial planning, and 2) disburse the
money much earlier in the fiscal y«ur, perhaps as
early as the first week in July.

Under this proposal, data would be determined for the
entitlement year as of the following dates:

Population - October 1 of the year preceding the en—
titlement year.

Locally generated revenues (for municipalities on the
state fiscal year) - the fiscal year ending June 30
preceding the year before the entitlement year.

Full and true value - January 1 of the fiscal year
preceding the year before the entitlement year.

Service provision date - October 1 of the year preced—
ing the entitlement year.

Application deadlines would be altered as well. There
would no 1longer be a need for a prepayment deadline,
although there may still be two deadlines, one to pre-
serve— appeal- rights and one which results 1in waiver
of appeal rights. The retention of the November 1 and

December 1 deadlines would allow the following sched—
ule:

October 15 - initial determination of population fig—
ures.
November 1 - deadline for applications for following

fiscal year to preserve appeal rights.

December 1 - Tfinal deadline for applications, appeal
rights waived.

January 1 - final deadline for calendar year munici—
palities.



January 15 - final determination of data elements and
deadline for requests for population revision.

February 15 - appeal deadline.
February/March - resolution of appeals.
End of March - preliminary entitlement run.

June 1 - deadline for submission of audits/certified
financial statements for preceding fisca* year cover —
ing claimed locally generated revenues.

End of June - final entitlement run.

July 1 t .beginning..of._entitlement._year.-——-——————————— ______.
First week of July - final payments disbursed to re-—
cipients conditioned upon submission of budget for
entitlement year.

Perhaps the only drawback to utilizing the prior year
data proposal is the perceived 1increased time lag be—
tween the measurement of data elements and the receipt
of payment based upon that data. This perception may
have been based upon the terminology used to designate
the proposal, as "prior year data” 1implies an addi—
tional twelve month time lagbetween calculation and
payment beyond the current lag. Additionally, early
formulations of the proposal showed potentially sig-—
nificant time lags between the data <calculation and
final payment.

Further refinements of the proposal have tended to
reduce this time lag, 1in some cases, significantly.
The time lag between calculation of data elements to
_finaJ- payment- under the proposed system would be as
follows, assuming a July 1 payment:

Population: October 1 to July 1 =9 months.

Locally generated revenues (for municipalities on the
State fiscal year): June 30 of the fiscal year of the
year preceding the year of application to July 1 = 12
m . r=*U

IHWIll««WO t

Full and true value: January 1 of calendar year pre—
ceding year of application to July 1 of entitlement
year (succeeding year of application) = 18 months.

Service provision: October 1 to July 1 =9 months.



This reveals the following comparison:

Data Element Current Prooosed
Population 9 months 9 months
Locally Generated Revenues 9 months 12 months
Full and True Value 27 months 18 months
Service Provision 9 months 9 months

It should be noted, of course, that the current pro—
gram disburses prepayments, which amount to about half
the entitlement, as much as 5 months earlier®™ than the
March 30 date used to calculate time lag for the cur—
rent program in the above comparison.

3. Analysis of-Changes.---———-- e e e
The problem of predictability is addressed in that
accurate preliminary estimates of entitlements will be
available to municipalities by the end of March for
use in budget formulation and financial planning.

Those estimates will be based upon the finalized muni—
cipal data elements and the Governor®s requested bud—
get appropriation .level for the program, unless the
operating budget has been passed, in which case the

appropriation level will be adjusted accordingly.

Payments will be available at the beginning of the

fiscal vyear, thus vrelieving much of the wuncertainty
involved in receipt of payments. An additional advan-—
tage 1is that communities will have their entire pay-—
ment available much earlier in the fiscal year, allow—
ing more flexibility in financial planning, as well as

the possibility of earning additional interest fronm
the funds.

Applications will Dbe made in the year preceding the
entitlement xzean,-..-.rather than the entitlement yes?~
itself. Application deadlines may be retained to
avoid confusion among smaller communities. it may be
desirable, however, to alter the deadline for calendar
year municipalities to provide for their special

needs. Service provision dates will be changed fronm
July 1 to October 1 of the application year. This
will allow the entire building season to be completed
for inclusion of claimed service (e.g., roads). This

will allow services that could not be counted for an

additional 12 months under the current system, because

they were not 1in service until after the July 1 dead-—
line, to be available for inclusion in the entitlement

calculation 1if completed by October 1. Population

will be determined as of October 1 to minimize"the Ilag

between population increase or decrease and payment

based upon those figures. Additionally, it will allow

communities to utilize summer months for census tak-—
ing, if desired.



The millage rate equivalent will be determined by
using the year preceding the year of application for
determining Jlocally generated revenues. That amounts
to the year prior to the one currently used; however/
because the final payment date will be advanced to
early July rather than the end of March (or later, in
cases of provisional payments), the change 1in lag time

will be minimized. The most significant change will,
be in the wuse of the full and true value <calcula—
tions. Currently, those determinations are made on

the basis of data generated the January of the calen—
dar year of the year preceding the year of applica—

tion. This has been necessary in the past because the
needed data 1is not available 1in time for wutilization
in entitlement determinations and calculations. With
the new determination and calculation deadlines,..full
and true value data will be available from the January
immediately preceding the November applications, SO

that the time from data generation to payment of en—
titlements will actually be reduced.

The format of the applications will remain the same;
however, budgets need not be submitted with the appli—
cation. Rather, submission of a budget will be a con-—
dition of payment 1in the entitlement year. No payment
will be made wuntil the Department has received the
applicant®™s budget for the entitlement year (the ap-—
plicant®*s fiscal year which includes July 1 of the
State fiscal year 1in which payment 1is made.) An audit
or certified financial statement will be required, as
is now the case.

4. Special Impact Fund.

Early formulations of the prior year data scheme

created a longer time lag than later refinements,

creating concerns that communities experiencing vrapid

growth "would-"feel” 9mpacts of this growth before re—
ceiving state funds to address those 1impacts under the
revenue sharing program. This had led to interest 1in
the creation of a special impact fund which would be
available to give special grants to those communities
experiencing serious 1impacts from vrapid growth. How —
ever, as has been shown above, there will actually be
a smaller change 1in time 1lags than originally project—
ed. That, combined with the difficulty 1in determining

criteria for distribution of such a fund and the ab-—
sence of state revenue to support such a fund, has led

to a determination that such a fund is not a necessary
component of the prior year data proposal.



5. Calendar Year Municipalities,

The discussion above has applied largely to municipal—
ities on a State fiscal year. Currently, calendar
year municipalities are, 1in a sense, already on a
prior year data basis, as the locally generated rev—
enues claimed in an application submitted by October 1
(to qualify for prepayment) come from the fiscal year
of January 1 to December 31 prior to that October, so
that the actual time-lag from that data to the time "of"
final payment at the end of March 1is at 15 months.
Under the proposed system, this time Jlag would have
increased an additional three months to early July.
To ameliorate this, the application deadline for cal—
endar year municipalities has been made January 1,
allowing such a municipality to base 1its application
on the fiscal year which ended December 1 immediately
preceding application. While this may require an
estimate of the revenues from that fiscal vyear, a
timely submission of the municipality®s audit or cert—
ified financial statement will allow corrections
before the final entitlement computer run. This would
have the effect of cutting the time lag to six months
for locally generated revenues.

Because of the obvious advantages of the prior year
data system and the lack of substantial cost to real —
ize the advantages, the Task Force has recommended the
Governor introduce legislation to allow implementation
of this system.

6. Predictability of Funding.

An additional aspect of the 1issue of predictability of
entitlements 1is the appropriation level for the pro—

gram. Variousproposals have been set forth to ad-—
ress this aspect of the problem. Among them have
been 1)forward””funding, 2) a two-year appropriation

cycle for revenue sharing, and 3) legislative”"resolu—
tion of funding level each session for each succeeding

year. The forward funding alternative 1is currently
being pursued through legislation introduced by
Senator Coghilland would seem to provide the greatest
degree of certainty from one year to the next. The
issue 1Is partly addressed by the adoption of the 120
day legislative session limit. This virtually ensures

that the budget will be acted upon in time for reason—
ably timely estimations of the appropriation level for
municipal budgeting purposes. Additionally, revenue
sharing has been appropriated at or about the level
requested by the Governor in past years, so that the
Governor®s budget 1level further establishes a reason—
able level of expectation for estimation purposes.
For these reasons, the Task Force does not recommend

the Governor introduce separate legislation on the
subject of forward funding.
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Attachment 3

TELEPHONE

(907) 586-1325 105 MUNICIPAL WAY, SUrTE 301

JUNEAU, ALASKA 99801

To: Representative Peter Go-LI, Chairman
Members of the House Community and Regional Affairs Committee

From: Scott A. Burgess, Executive Directo
Date: February 26, 1986
Subject: HB 558 - Prior Year Data for Revenue Sharing and Municipal

Assistance

On behalf of the Alaska Municipal League, we support HB b558. 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 1is appropriated by the Legislature for those
programs. *

This legislation is based on the recommendations of the Governor®s Shared
Revenue Task Force, outlined 1in 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 1in
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 entitlement formula on earlier data as to population, taxes
etc.

On behalf of the League and the Task Force members, 1 would like to thank
the Governor, Commissioner Notti, Deputy Commissioner Smith, Deputy
Director (MRAD) Doug Griffin and Jim Plasman for the work that resulted in
the report and this piece of legislation, and for working with the Alaska
Municipal-League -prior- :o- stibmi-ttits xcixo iwcjvsi 00 4L -al. - s
our membership.

Thank you.

MEMBER OF THE NATIONAL LEAGUE OF CIT1E5 AND THE NATIONAL ASSOCIATION OF COUNTIES
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BILL SHEFFIELD
oovennou

S tate of A I aska
office of the governor
Juneau

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. I, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating .to revenue
sharing and municipal assistance. The bill amends sections

of AS 29.60 to compute municipal revenue sharing entitle—
ments, and to distribute revenue sharing and municipal

assistance, on a new timetable.

Each year, the Alaska Jlegislature appropriates money for
municipal revenue sharing, known as "equalization entitle—

ments,”™ to be distributed 1in the following state
Year . Equalization entitlements are the product of
plying a municipality"s millage vrate -equivalent
municipality®s population. AS 29.60.010(b). Two

fiscal
multi—

by the
factors

used in determining the millage rate equivalent are the
municipality"s locally generated revenue and property val—
ues. AS 29.60.010(c). A municipality®s locally generated

revenue and full and true assessed property valuj

in one

year are the foundation for <computing the municipality”s

equalization entitlement for the next state fiscal
However, the current system for determining revenue

year.

sharing

does not give municipalities sufficient opportunity to plan

ahead; a municipality must plan 1its budget in

advance

without an accurate 1i1dea of 1i1ts entitlement for the fol—

lowing fiscal year.

Two time periods underly the existing timetable for

deter —

mining entitlements and distributing payments: (1) the
municipal fiscal year from which the locally generated

revenue and full and true assessed property value are



derived, and (2) the succeeding state fiscal year 1in which
both the computation and distribution of entitlements takes
place. In its December 9, 1985 report, the Governor®"s Task
Force on State Shared Revenues requested that the latter
functions be separated into two years, so that computation
of entitlement 1is done 1in the state fiscal year before the
distribution of payments. This 1is informally described as
the "prior year data" basis for handling revenue sharing
entitlements.

To implement the prior year system, this bill amends various

sections of AS 29.60 to reflect three relevant time periods:

the municipal fiscal year from which revenue and property
value data 1is collected, the state fiscal year of entitle—
ment computation, and the state fiscal year of entitlement
payment. With the computation of entitlement occurring in
the fiscal year before payment, the department will be able
to distribute entitlements sooner each fiscal year.

Section 1 of the bill amends AS 29.60.010(a) to reflect that
computation of an equalization entitlement occurs 1in the
state fiscal year before the fiscal year of payment.
AS 29.60.010(r) 1is amended to state that a municipality”s
locally generated revenue is calculated on the basis of
revenue received during the municipal fiscal year preceding
the year in which the department determines the millage rate
equivalent. Section 2 makes a similar change to
AS 29.60.030(a).

Because the prior year system splits computation and dis-
tributron of"-revenue- sharing into two state fiscal years,
there is no longer a need for municipalities to submit
preliminary data by October 15. As a result, sec. 7 of the
bill repeals AS 29.60.030(b).

In sec. 3 of the bill, the deadline for the department®s
determination of each municipality®s millage rate equivalent
is changed from December 15 to January 15 of each year. AS
29.60.030(c) .- That statute 1is also amended to state that
distribution of equalization entitlements occurs the state
fiscal year following the January 15 computation.

AS 29.60.040 sets out the municipal reports required before
payment of an eaualization entitlement. Section 4 of the
bill amends the statute to reflect that a municipality”'s
financial reports should cover the fiscal year preceding the
state fiscal year in which the department <computes the
millage vrate equivalent. The municipality must submit a
budget for the fiscal year for which an entitlement 1is
sought. AS 29.60.040.



Additional.requirements are currently placed on a munici—
pality in order to qualify for revenue sharing. AS 29.-
60. 290. Section 5 of the bill amends AS 29. 60. 290 (a) (1) and
(2) to require that a regular election and regular meetings
of the municipal governing body be held in the year preced-—
ing the year 1in which the department computes the millage
rate equivalent. As current law requires, the municipal

budget must cover the year that the* entitlement will be
paid, but the requisite audit or financial statement from
the municipality covers the year before the department®s

determination of the millage rate equivalent.

AS 29.60.290 (a) (3)-

Section 6 of the bill amends the timetable for payment of
municipal assistance under AS 29.60.35C. AS 29.60.350(h)

currently provides two different deadlines for payment of
municipal assistance depending on a municipality"s fiscal

year. The statute 1is amended to set a single date, Feb-—
ruary 1, as the deadline, 1instead of February 1 or June 1.

AS 29.60.350(h).

Section 8 of the bill provides for a transition between the
current system and the new prior year system. The existing
timetable for computation and distribution would be followed
in FY 1987, but the bill"s new timetable would apply to

FY 1988. The switch to a prior year system will require the
use of the same 1locally generated revenue data in two con-—
secutive fiscal years, which 1is unavoidable. Section 9 of

the bill provides for a July 1, 1986 effective date, giving
the department the authority to prepare in FY 1987 for
implementation- af -the__new ..system .

I

1 Sincerely,
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POUCH Y . STATE CAPITOL

Treed aj®08u™ R

LEGISLATIVE AFFAIRS AGENCY -fo,
MEMORANDUM April 18, 1986
SUBJECT: Administration of the tax equalization

program and the municipal assistance
program (CSHB 558(Fin))

TO: Senator Edna DeVries, Chair
Community and Regional Affairs Committee

FROM: Tamara Brandt Cook (1(7
Director Ay
Division of Legal Services

Section 1. The tax equalization entitlements computed
during a fiscal year will be paid the following fiscal year.
Under existing law payments are computed and paid during the
same fiscal year.

Sec. 2. This permits the Department of Community and
Regional Affairs to require an estimate of locally generated
revenue for the year preceding the year in which the deter—
mination of the millage rate equivalent 1is made.

Sec. 3. By January 15, the department is required to make a
determination of the millage rate equivalent to be used 1in
computing an entitlement for the following year. Under
existing law the determination is made by December 15 of the
year and is to be used to compute the entitlements for that

year.

Sec. 4. A municipality is required to submit its estimated
revenue fTor the fiscal year preceding the year in which the
department®s determination of the millage rate equivalent 1is
made together with the municipality®s budget for the fiscal
year for which the entitlement 1is sought.

Sec. 5. The various actions required to be accomplished by

a municipality in the year preceding the year 1in which pay—
ment of an entitlement is authorized under existing law are
now required to be accomplished during the year preceding

the year in which the department determines “the municipality®s
millage rate equivalent.



Senator Edna ~“ries
Page 2
April 18, 1986

Sec. 6. The department is required to make revenue sharing
payments no later than July 31, based on calculations made
during the preceding fiscal year.

Sec. 7. Distributions from the municipal assistance fund
are to be made on February 1 of the fiscal year for which
the appropriation to the fund is made. Under existing law
distributions are made on February 1 only for municipalities
with fiscal years beginning on January 1. Distributions to
other municipalities are made on June 1.

Sec. 8. The provision requiring an initial determination of
the millage rate equivalent of each taxing unit to be used
for computing equalization entitlements is repealed.

Sec. 9. Revenue sharing and municipal assistance payments
for the fiscal year ending June 30, 1987 are to be made 1in
accordance with laws before amendment under this bill. The
procedures set out in the bill will be used beginning fiscal
year 1988.

Sec. 10. The bill takes effect July 1, 1986.

TBC:mkr
m4/138





