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Introduced: 1/30/87
Referred: Community & Regional
Affairs and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 90
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to time periods to be wused for
administering the tax equalization program and the
municipal assistance program; and providing for an
effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.60.010 is amended to read:

Sec. 29.60.010. STATE EQUALIZATION OF TAX RESOURCES FOR MUNICI-
PAL SERVICES. (a) During each state fiscal year the department shall
compute an equalization entitlement for municipal services provided by
a taxing unit for payment the following state fiscal year.

(b) The equalization entitlement computed for a taxing unit is
based on the population, relative ability to generate revenue, and
local tax burden of the taxing unit and is determined by the applica-
tion of the formula

Entittement = P x R

where P = population, and

R = millage rate equivalent, determined by dividing the sum
of the locally generated revenue of the taxing unit by one-tenth of
one percent of che full and true value of assessedproperty of the
taxing unit determined under AS 29.60.030(d); however, the per capita
property value used under this subsection may not be less than 15
percent of the statewide average per capita full and true assessed
property value.

(c) For purposes of this section, locally generated revenue

HBOO90A -1- HB 90



(1) includes

(A) the actual revenue derived from the levy and col-
lection of local taxes in the taxing unit for municipal services
[DURING THE PRECEDING FISCAL YEAR OF THE TAXING UNIT];

(B) motor vehicle payments received by the municipal-
ity [DURING THE PRECEDING FISCAL YEAR] under AS 28.10.431;

(C) revenue from fees, rentals, leases, penalties,
licenses or permits received [DURING THE PRECEDING FISCAL YEAR]
by the municipality for a function or service over which it has
control, including revenues derived from parks and recreation
services, mass transit, offstreet parking, and garbage and solid
waste disposal services;

(D) special assessments received [DURING THE PRECEDING
FISCAL YEAR]; and

(E) payments received by a municipality from a u tility
that are in place of taxes levied and collected by the municipal-
ity

(2) excludes

(A) revenue derived from the levy and collection of
municipal taxes and appropriated for the operating expenses and
debt service of utilities;

(B) revenue from interest earned on investments and
from the sale and lease of land or equipment; and

(C) all other revenue from whatever service derived”

(3) is calculated on the basis of the actual revenue re-

ceived durinR the fiscal year of the taxinR unit preceding the year in
which the department's determination of the millage rate equivalent is

made under AS 29.60.030.

* Sec. 2. AS 29.60.030(a) is amended to read:

90
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(a) The department may require a municipality to return a certi-
fication, signed by the municipal treasurer or manager and the mayor,
that provides an estimate of the locally generated revenue received by
the municipality during its [THE PRECEDIMG] fiscal year preceding the
year in which the department's determination of the millage rate
equivalent is made under (c) of this section.

Sec. 3. AS 29.60.030(c) is amended to read:

(c) AS early as possible, but not later than January [DECEMBER]
15 of each year, the department shall make a [FINAL] determination of
the millage rate equivalent of each taxing unit to use to compute and
distribute equalization entittements under AS 29.60.010 -- 29.60.080
for the following state fiscal year. The department shall base the
determination on audits, financial statements® and other financial
reports prepared and submitted by a municipality. The department
shall adjust the locally generated revenue reported by a municipality
to exclude the municipal revenue claimed that does not qualify for
inclusion in or recognition as locally generated revenue for municipal
purposes under AS 29.60.010(c)(1). The adjustment must [SHALL] be
made by deducting from total revenue claimed by the municipality the
amount of the department's estimate of revenue that is not recognized
for municipal purposes.

Sec. 4. AS 29.60.040 is amended to read:

Sec. 29.60.040. REPORTS. A payment of an equalization entitle-
ment may not be made to a municipality under AS 29.60.010 -- 29.60.080
until the municipality has submitted its certificate of estimated
revenue and its financial report to the department for the municipal
fiscal year preceding the year in [FOR] which the department's deter-
mination of the millage rate equivalent is made under AS 29.60.030

[EQUALIZATION ENTITLEMENT IS SOUGHT], together with the municipality's
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90

[A] budget for the [MUNICIPALITY'S CURRENT] fiscal year for which an
entitlement is sought. The financial report must [SHALL] include a
listing of general revenue collected from taxes levied and assessed
and any other revenue that, in the opinion of the municipal officials,
is eligible for inclusion in computations of the Ilocally generated
revenue of the taxing unit.

Sec. 5. AS 29.60.290(a) is amended to read:

(a) A municipality qualifying for an entitltement wunder AS 29.-
60.010 -- 29.60.080 or 29.60.100 -- 29.60.180 shall receive a minimum
payment of 825,000 plus an area cost-of-living differential for each
fiscal year if

(1) the municipality has conducted a regular election
during the state fiscal year preceding the year in [FOR] which the
department's determination of the municipality's millage rate equiva-
lent is made under AS 29.60.030 [PAYMENT OF AN ENTITLEMENT IS AUTHOR-
IZED BY AS 29.60.010 -- 29.60.080 or 29.60.100 -- 29.60.180] and has
reported the results of the election to the commissioner;

(2) regular meetings of the governing body are held in the
municipality during the state fiscal year preceding the year in [FOR]
which the department's determination of the municipality's millage
rate equivalent is made under AS 29.60.030 [PAYMENT OF AN ENTITLEMENT
IS AUTHORIZED BY AS 29.60.010 -- 29.60.080 or 29.60.100 -- 29.60.180]
and a record of the proceedings is maintained;

(3) a municipal budget has been adopted for the fiscal year
during which payment of an entitlement is authorized by AS 29.60.-
010 -- 29.60.080 or 29.60.100 -- 29.60.180 and an audit or financial
statement for the [PRECEDING] fiscal year preceding the year in which
the department's determination of the municipality's millage rate

equivalent is made under AS 29.60.030 has been prepared and furnished
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to the department in accordance with AS 29.20.640(a); and
(4) local ordinances adopted by the municipality have been

codified in accordance with AS 29.25.050.

* Sec. 6. AS 29.60 is amended by adding a new sectionto read:

Sec. 29.60.310. TIME OF PAYMENT. The department shall make pay-
ments under AS 29.60.010 -- 29.60.300 no later than July 31, based
upon the entitlement calculations made during the preceding fiscal
year.

*Sec. 7. AS 29.60.350(b) is amended to read:

(b) The department shall distribute money from the municipal
assistance fund to each municipality on an annual basis as provided in
AS 29.60.360 and 29.60.370. A municipality may not receive payment
until it submits to the department a resolution approved by the gov-
erning body of the municipality that requests the money. Distribution
of money from the municipal assistance fund to all municipalities must
[A MUNICIPALITY WITH A FISCAL YEAR BEGINNING ON JANUARY1 SHALL] be
made on February 1 of the state fiscal year for which the appropria-
tion to the fund is made. [DISTRIBUTION OF MONEY FROM THE MUNICIPAL
ASSISTANCE FUND TO ALL OTHER MUNICIPALITIES SHALL BE MADE ON JUNE 1 OF
THE STATE FISCAL YEAR FOR WHICH THE APPROPRIATION TO THE FUND IS
MADE.] A municipality that incorporates after December 31 of a state
fiscal year is not eligible for a distribution wunder this section
until the following state fiscal year.

* Sec. B. AS 29.60.030(b) is repealed.

* Sec. 9. Notwithstanding secs. 1 -- 8 of this Act, the Department of
Community and Regional Affairs and municipalities seeking payment under
AS 29.60.010 -- 29.60.375 for the state fiscal yearending June 30, 1988
shall follow the procedures set out in those sections before amendment by

this Act. The Department of Community and Regional Affairs shall follow
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1 the deadlines and procedures established by this Act for the state fiscal

2 year ending June 30, 1989.

3 * Sec. 10. This Act takes effect July 1, 1987.

HB 90 -6- HBOO9O0A
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STEVECOWPER, GOVERNOR

\*f1>OUCH BH
JUNEAU, ALASKA 99811
PHONE: (907) 465-4707

F COMMUNITY & HEOIONAL AFFAIH S
[ 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508
MUNICIPAL & REGIONAL ASSISTANCE DIVISION PHONE: (207) 561.8586
1 po. BOX 348
3 BETHEL, ALASKA 99559
April 29, 1987 PHONE: (907) D43-34/5
[ po BOX 41
NOME, ALASKA 99762
PHONE: (907) 443-5457
Mr. Mark Earnest 1 po. BOX 280
Aide to Senator Johne Binkley KOTZEBUE, ALASKA 99752
PHONE: (907) 442-367
Alaska State Legislature
P.O. Box V D1514CUSHMANSTREET, ROOM 201
FAIRBANKS, ALASKA 99701
Juneau, AK 99811 PHONE: (907) 452-7126
1 po. BOX 10041
Dear Mr. Earnest: DILLINGHAM, ALASKA 99576
PHONE: (907) 842-2245
RE: HB 90 - TIME PERIOD FOR REVENUE SHARING
AND MUNICIPAL ASSISTANCE
As requested of Jim Plasman, an informational packet on
HB 90 has been prepared. The b ill is virtually identical
to HB 558 from the 14th Legislature, w hich received
favorable attention from the Legislature last year, but
got caught in committee in 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
from the Alaska Municipal League to the House Community
and Regional Affairs Committee in 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.
| f you have any further gquestions, please feel free to
give me or Jim Plasman a call.

Sincerely,

Grittt™n
Director

Doug
Deputy

Enclosures
LGS

Jim Plasman,
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OF COMMUNITY & REGIONAL AFFAIRS O POUCHB
f JUNEAU. ALASKA 99811
PHONE: (907) 465-4700
OFFICE OF THE COMMISSIONER
[] 949 E. 38TH AVENUE. SUITE 400
ANCHORAQE, ALASKA 99508
PHONE: (907) 563-1073
February 11, 1987
POSITION PAPER

R E: House B ill 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.ll
SPONSOR: Rules Committee by Request of the Governor
PROGRAM EFFECTS: This b ill would alter procedures for
~mcollection 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 its highest priorities.
This b ill is a product of the Governor's 1985 Task Force on
eState 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 its
budget without an accurate idea if its entitlement for the
budget year. Under the proposed b ill, the department w ill have
the necessary municipal data tp provide very accurate estimates
to cities and boroughs for ‘ budget preparation based upon
proposed or adopted levels 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 w oill allow the department to
disburse funds within the firstmonth of the fiscal year.
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 w ill alleviate
municipal cash flow problems and provide greater flexibility
for the management of these funds at the local level.

fi& MR

STTVFCOWPER, GOVERNOR



House B ill 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 wusing 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 likelihood of errors on
the part of municipalities and the Department. The present
system which compresses the three step process into 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.
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TELEPHONE
: A 105 MUNICIPAL WAY. SUTE 301
(907) 386-1325 ecm noe JUNEAU, ALASKA 99301

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 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 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 month", for their funds.

{ H
A similar bill was introv in the Second Session of the 14th
Legislature and passed the i. —- 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 LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES
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DILL SHEFFIELD, GOVERNOR

COMMDNITY & REGIONAL AFFAIRS N POUCHB

JUNEAU, ALASKA 99811

PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER

[] 949 E. 36TH AVENUE, SUITE 400
ANCHORAGE, ALASKA 99508
PHONE: (907) 563-1073

April 23, 1986
The Honorable Edna DeVries ]
Alaska State Senate
P.O. Box V
Juneau, AK 99811
Dear Senator DeVries:
HB 558

have taken the liberty of preparing an informational 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 b ill is an attempt to get the most from each dollar
spent. The increased predictability and earlier payments
provided under this b ill w ill mitigate to some extent the
effects of lower state shared revenues for municipalities and
other recipients of funds under these programs. This b ill is
designed to address one of the biggest complaints about the
State Revenue Sharing Program, its lack of predictability.
Additionally, the b ill provides for payment of revenue sharing
and municipal assistance funds much earlier in the fiscal year
than wunder the current law.
The unpredictability in the State Revenue Sharing Program has
two elements. First, recipients of revenue sharing do not know
what amount of funding they w ill receive until well into their
fiscal year. Second, the payment schedule is uncertain because

complications w hich arise in the calculation process. This
two-fold lack of predictability disrupts the ability of
municipalities to adequately plan their fiscal affairs.
This lack of predictability is 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 in w hich calculations and
payments are made. Because of the compression of the calcula -
tion and payment function into one year, there is no way to

predict entitlements with any degree of accuracy.



Senator DeVries
April 23, 1986

Page Two

I'n order to address this problem, the Governor's Task Force on
State Shared Revenues recommended the calculation and payment
functions be separated into two separate years. A detailed
discussion of the proposal is contained in the task force
report at pages 12 - 19, w hich | 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 b ill is also enclosed as Attachment 2.

Because the Department woill have the data necessary to cal-
culate revenue sharing entitlements the year before payment, we
w ill be able to give out reasonably accurate estimates of the
amount of payment to each recipient before their fiscal year
starts, usually in time for use in budget preparation by the
municipality. An additional benefit is that revenue sharing

payments can be made at the beginning of the new state fiscal

year, s o that recipients w ill have the money earlier than at
present. This allows additional financial flexibility and the
possibility of additional income through investment, w hich, in
the case of communities like Anchorage may be substantial.

The b ill also proposes that the payment date for municipal
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 wupon their fiscal year.

This b ill received .favorable attention in the House of
Representatives. Favorable testimony was received by the House
Community and Regional A ffairs Committee from Scott Burgess of
the Alaska Municipal League in support of the legislation. He
also supplied a memorandum in support of the b ill, a copy of
w hich is 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 O fficers of Alaska, expressed the sup-
port of that organization as well. One concern raised by Mr.
Semmons’ testimony was the need for a date certain in the b ill
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.

| f you have any further guestions, the Department w ill gladly
participate in any discussions or hearings on this b ill.

Enclosures (4)

cc: Members of the Senate Community

and Regional Affairs Committee



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
w hich the equalization program replaced in 1981. Past
analysis had indicated that this categorical approach
biased the program in favor of wealthier, more populous
communities w hich could afford to provide more services
than poorer, less populous ones. Further, complaints were
made that local governments should make the e<decisions
about what services should be funded at the local 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

s 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 A ssistance and State Rev-
enue Sharing Programs.

B . Predictability and Stability

One of the__biggest_complaints .about.the_c.urrent. State Rev-

'enue Sharing Program is its lack of predictability. This
complaint is twofold: first, recipients do not know what
the exact level of payment w ill be until w e ll into their
fiscal year, and secondly, the payment schedule is uncer-
tain. This uncertainty and lack of predictability creates
problems in the planning and budgeting process and general
disruption of the fiscal affairs of municipalities. This
problem is largely a result of the way the program is

structured.
fran The Governor's Task

Force on State Shared

Revenuesf Dec. 9, 1985



1.t 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-
rity's fiscal year preceding**'the year "of application?"' ;7
W e ee v
*full and true property values - the January 1 of the
year preceding the calendar year of application; and
service provision dates for State Aid for M iscella -
neous Services (roads and health facilitie s, volunteer

fire departments, unincorporated communities) - in

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. . — - Meee- o
The administrative processes for calculating final
entitlements are on the following time 1line:

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 M arch 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 budget.
Final payments should go out in M arch; however, in the
last two fiscal years, because of extended deadlines
and a Legislative Budget and Audit Committee audit, 90.
percent provisional payments were issued in M arch 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, if the..audit or financial statement is not
submitted by the time of the final entitlement com -
puter run,"the Department is unable to compare esti-
mated revenues claimed in the application with the
audited or certified figures. This has led in the
past to the necessity of assessing corrective prior
year adjustments in subsequent years w hich are not

only administratively burdensome to the state, but may

be devastating to a recipient w hich had grossly
estimated locally generated revenues.

over-



2. Prior Year Data Proposal.

The most promising proposal considered by the Task
Force w hich would address these issues and retain the
current revenue sharing formula is the use of “prior
year" data. I'n its simplest term s, this proposal
would allow the Department to use certain data from
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 year, 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 longer be a need for a prepayment deadline,
although there may s till be two deadlines, one to pre -
serve—appeal— rights and one w hich results in 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 - final 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 fiscal year cover-
ing claimed locally generated revenues.

End of June - final entitlement run.

July l.-.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 increased 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"” implies an addi-
tional twelve month time lag between 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, in some cases, significantly.
The time lag between calculation of data elements to
finalJ— payment- ar.der 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
months.

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.

-16-



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
.1t 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 1lag 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 progranm, 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 year, thus relieving much of the uncertainty
involved 1in 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 from
the funds.

Applications will be made in the year preceding the

entitlement yeax., rather than the entitlement year
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 from
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 wunder the current systen, because
they were not in service until after the July 1 dead—
line, to be available for inclusion 1in the entitlement
calculation if completed by October 1. Population
will be determined as of October 1 to minimize the lag
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 in 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 1in the past because the
needed data is not available in 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 vyear (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 rapid
growth -would- feel®""impacts of this growth before re—
ceiving state funds to address those impacts wunder the
revenue sharing program. This had led to interest in
the creation of a special 1impact fund which would be
available to give special grants to those communities
experiencing serious impacts from rapid growth. How —
ever, as has been shown above, there will actually be
a smaller change in time lags 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 1is 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, in 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 Tfrom 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 df"
final payment at the end of March is 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 year, 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 1implementation
of this systenm.

5. Predictability of Funding.

An additional aspect of the issue of predictability of
entitlements 1is the appropriation Jlevel for the pro-—
gram. Various proposals have been set forth to ad-
dress 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 is currently
being pursued through legislation introduced by
Senator Coghill and 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 1in time for reason-—
ably timely estimations of the appropriation level for

municipal budgeting purposes. Additionally, revenue
sharing has been appropriated at or about tt level
requested by the Governor in past years, so t at the
Governor®s budget level further establishes a -"ason-
able level of expectation for estimation pu Joses.
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) 566-1325 105 MUNICIPAL WAY, SUrTE 301
JUNEAU, ALASKA 99801
To: Representative Peter Goll, 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 558. 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 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 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

Mumcipax League -prior- to S"ttbmi-tting legislation which directly affects
our membership.

Thank you.

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



Attachment 4

BILL SHEFFIELD

State of A laska
office ar the govchngr
Juneau

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0O. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating .to revenue
sharing and municipal assistance. The bill amends sections
of AS 29.60 to <computemunicipal revenue sharing entitle—
ments, and to distribute revenue sharing and municipal
assistance, on a new timetable.

Each vyear, the Alaska legislature appropriates money for
municipal revenue sharing, known as "equalization entitle—
ments," to be distributed in the following state fiscal
"year". Equalization entitlements are the product of multi—
plying a municipality®"s millage rate equivalent by the
municipality®s population. AS 29.60.010(b). Two 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 1locally generated
revenue and full and true assessed property value in one

year are the foundation for computing the municipality”"s

equalization entitlement for the next state fiscal year.

However, the current system for determining revenue sharing
does not give municipalities sufficient opportunity to plan
ahead; a municipality must plan its budget in advance
without an accurate 1idea of 1its entitlement for the fol—
lowing fiscal year.

Two time periods underly the existing timetable for deter —
mining entitlements and distributing payments: (Y] 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 vrequested that the latter
functions be separated into two years, so that computation
of entitlement 1is done in 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(c) is 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-
xributron of-revenue- sharing into two state fiscal years,
these is no longer a need for municipalities to subnmit

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 rate -equivalent. The municipality must submit a

budget for the fiscal year for which an entitlement is
sought. AS 29.60.040.



Additional .requirements are currently placed on a munici—
pality 1in 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 in 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 Tfinancial 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 29.60.350. AS 29.60.350(h)
currently provides two different deadlines for payment of
municipal assistance depending on a municipality®"s fiscal
year. The statute is amended to set a single date, Feb-—

ruary 1, as the deadline, instead of February 1 or June ].
AS 29.60.350 (b).

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- o.f-the-new .-system.

Sincerely,



POUCH Y STATE CAPITOL

THh tJdISIUTM oo

LEGISLATIVE AHFAIRS AGENCY

M EMORANTDUM 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 -hAj
Director t\p
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 1is 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 1is 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 for the fiscal year preceding the year 1in 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 in 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 DeVries

Papp 9

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 1is 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 1is 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
ma4/138
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Introduced: 1/30/87
Referred: Community & Regional
Affairs and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 90
IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
For an Act entitled: "An Act relating to time periods to be used for
administering the tax equalization program and the
municipal assistance program; and providing for ar

effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.60.010 is amended to read:

Sec. 29.60.010. STATE EQUALIZATION OF TAX RESOURCES FOR MUNICI-
PAL SERVICES. (a) During each state fiscal year the department shall
compute an equalization entitlement for municipal services provided by
a taxing unit for payment the following state fiscal year.

(b) The equalization entitlement computed for a taxing unit 1is
based on the population, relative ability to generate revenue, and
local tax burden of the taxing unit and is determined by the applica-
tion of the formula

Entitlement = P x R

where P = population, and

R = millage rate equivalent, determined by dividing the sum
of the locally generated revenue of the taxing unit by one-tenth of
one percent of the full and true value of assessed property of the
taxing unit determined under AS 29.60.030(d); however, the per capita
property value used under this subsection may not be less than 15
percent of the statewide average per capita full and true assessed
property value.

(c) For purposes of this section, locally generated revenue

HBOO90A -1- HB 90



(1) includes

(A) the actual revenue derived from the levy and col—
lection of local taxes in the taxing unit for municipal services
[DURING THE PRECEDING FISCAL YEAR OF THE TAXING UNIT];

(B) motor vehicle payments received by the municipal—
ity [DURING THE PRECEDING FISCAL YEAR] under AS 28.10.431;

(C) revenue from fees, rentals, leases, penalties,
licenses or permits received [DURING THE PRECEDING FISCAL YEAR]
by the municipality for a function or service over which it has
control, including revenues derived from parks and vrecreation
services, mass transit, offstreet parking, and garbage and solid
waste disposal services;

(D) special assessments received [DURING THE PRECEDING
FISCAL YEAR]; and

(E) payments received by a municipality from a utility
that are in place of taxes levied and collected by the municipal —
ity;

(2) excludes

(A) revenue derived from the levy and collection of
municipal taxes and appropriated for the operating expenses and
debt service of utilities;

(P) revenue from interest earned on investments and
from the sale and lease of land or equipment; and

(C) all other revenue from whatever service derived”

(3) 1is calculated on the basis of the actual revenue re—
ceived durinR the fiscal year of the taxinR unit preceding the year 1in
which the department ™ determination of the millaRe rate equivalent 1is
made under AS 29.60.030.

* Sec. 2. AS 29.60.030(a) is amended to read:

90 -2- HBO0O90A
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(a) The department may require a municipality to return a certi-
fication, signed by the municipal treasurer or manager and the mayor,
that provides an estimate of the locally generated revenue received by
the municipality during its [THE PRECEDING] fiscal year preceding the
year in which the department"s determination of the millage rate
equivalent is made under (c) of this section.

Sec. 3. AS 29.60.030(c) 1is amended to read:

(c) As eavly as possible, but not later than January [DECEMBER]
15 of each year, the department shall make a [FINAL] determination of
the millage rate equivalent of each taxing unit to use to compute and
distribute equalization entitlements under AS 29.60.010 -- 29.60.080
for the following state fiscal year. The department shall base the
determination on audits, financial statements® and other financial
reports prepared and submitted by a municipality. The department
shall adjust the locally generated revenue reported by a municipality
to exclude the municipal revenue claimed that does not qualify for
inclusion in or recognition as locally generated revenue for municipal
purposes under AS 29.60.010(c)(1). The adjustment must [SHALL] be
made by deducting from total revenue claimed by the municipality the
amount of the department®"s estimate of revenue that is not vrecognized
for municipal purposes.

Sec. 4. AS 29.60.040 is amended to read:

Sec. 29.60.040. REPORTS. A payment of an equalization entitle-
ment may not be made to a municipality under AS 29.60.010 -- 29.60.080
until the municipality has submitted 1its certificate of estimated
revenue and its financial report to the department for the municipal
fiscal year preceding the year in [FOR] which the department's deter-
mination of the millage rate equivalent 1is made under AS 29.60.030

[EQUALIZATION ENTITLEMENT 1S SOUGHT], together with the municipality %

HBOO90A -3- HB 90
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[A] budget for the [MUNICIPALITY"S CURRENT] fiscal year for which an
entitlement is sought. The financial report must  [SHALL] include a
listing of general revenue collected from taxes levied and assessed
and any other revenue that, in the opinion of the municipal officials,
is eligible for inclusion in computations of the Jlocally generated
revenue of the taxing unit.

Sec. 5. AS 29.60.290(a) is amended to read:

(a) A municipality qualifying for an entitlement under AS 29.-

60.010 -- 29.60.080 or 29.60.100 -- 29.60.180 shall receive a minimum
payment of $25,000 plus an area cost-of-living differential for each
fiscal year if

(1) the municipality has conducted a regular election
during the state fiscal year preceding the year in [FOR] which the
department 3 determination of the municipality®s millage rate equiva—
lent is made under AS 29.60.030 [PAYMENT OF AN ENTITLEMENT IS AUTHOR—
I1ZED BY AS 29.60.010 -- 29.60.080 or 29.60.100 -- 29.60.180] and has
reported the results of the election to the commissioner;

(2) regular meetings of the governing body are held in the
municipality during the state fiscal year preceding the year in [FOR]
which the department®s determination of the municipality® s millage
rate equivalent is made under AS 29.60.030 [PAYMENT OF AN ENTITLEMENT
IS AUTHORIZED BY AS 29.60.010 -- 29.60.080 or 29.60.100 -- 29.60.180]
and a record of the proceedings is maintained;

(3) a municipal budget has been adopted for the fiscal year
during which payment of an entitlement is authorized by AS 29.60.-
010 -- 29.60.080 or 29.60.100 -- 29.60.180 and an audit or financial
statement for the [PRECEDING] fiscal year preceding the year in which
the department®s determination of the municipality"s millage rate

equivalent is made under AS 29.60.030 has been prepared and furnished

-4- HBOO90A
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to the department in accordance with AS 29.20.640(a); and
(4) local ordinances adopted by the municipality have been

codified in accordance with AS 29.25.050.

* Sec. 6. AS 29.60 is amended by adding a new section to read:

Sec. 29.60.310. TIME OF PAYMENT. The department shall make pay-
ments under AS 29.60.010 -- 29.60.300 no later than July 31, based
upon the entitlement calculations made during the preceding fiscal
year.

*Sec. 7. AS 29.60.350(b) is amended to read:

(b) The department shall distribute money from the municipal
assistance fund to each municipality on an annual basis as provided in
AS 29.60.360 and 29.60.370. A municipality may not receive payment
until it submits to the department a resolution approved by the gov-
erning body of the municipality that requests the money. Distribution
of money from the municipal assistance fund to all municipalities must
[A MUNICIPALITY WITH A FISCAL YEAR BEGINNING ON JANUARY 1 SHALL] be
made on February 1 of the state fiscal year for which the appropria-
tion to the fund is made. [DISTRIBUTION OF MONEY FROM THE MUNICIPAL
ASSISTANCE FUND TO ALL OTHER MUNICIPALITIES SHALL BE MADE ON JUNE 1 OF
THE STATE FISCAL YEAR FOR WHICH THE APPROPRIATION TO THE FUND IS
MADE.] A municipality that incorporates after December 31 of a state
fiscal year is not eligible for a distribution under this section
until the following state fiscal year.

*Sec. 8. AS 29.60.030(b) is repealed.

*Sec. 9. Notwithstanding secs. 1 -- 8 of this Act, the Department of
Community and Regional Affairs and municipalities seeking payment under
AS 29.60.010 -- 29.60.375 for the state fiscal yearending June 30, 1988
shall follow the procedures set out in those sections before amendment by

this Act. The Department of Community and Regional Affairs shall follow
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the deadlines and procedures established by this Act for the state fiscal
year ending June 30, 1989.

* Sec. 10. This Act takes effect July 1, 1987.
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STEVE tOWPER
CJIOVERNOn

State of A
OFFICE OF THE GOVERNOR

Juneau

las ka

January 29, 1987
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, I am transmitting a bill relating to the time
periods to be used in administering the tax equalization and
municipal assistance programs. The bill amends sections of
AS 29.60 to compute municipal revenue sharing entitlements,
and to distribute revenue sharing and municipal assistance,
on a new timetable.
Each vyear, the Alaska legislature appropriates money for
municipal revenue sharing, known as "equalization entitle—
ments, " to be distributed in the following state fiscal
year. Equalization entitlements are the product of multi—
plying a municipality™ s millage rate equivalent by the
municipality®"s population. AS 29.60.010(b). Two factors
used in determining the millage vrate =equivalent are the
municipality®"s 1locally generated revenue and property val —
ues. AS 29.60.010(c) . A municipality"s locally generated
revenue and Tfull and true assessed property value in one
year are the foundation for <computing the municipality”"s
equalization entitlement for the next state fiscal year.
However, the current system for determining revenue sharing
does not give municipalities sufficient opportunity to plan
ahead; a municipality must plan its budget in advance
without an accurate 1idea of its entitlement for the fol—
lowing fiscal year.

r

Two time periods underly the existing timetable for deter —
mining entitlements and distributing payments: (&) the
municipal fiscal year from which the locally generated
revenue and full and true assessed property value are de—
rived, 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 1informally described as
the "prior year data" basis for handling vrevenue sharing

entitlements.
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To implement the prior-year system, this bill emends various
sections of AS 25. CC tc reflect three relevant time perices:
the municipal fiscal year from which revenue and property

value cata is collected, the state fiscal. year of
entitlement computation, and the state fiscal year of en-—
titlement payment. With the computation or entitlement

occurring in the fiscal year before payment, the department
will be able to distribute entitlements sooner each fiscal
NScij.

Section 1 cf the bill amends AG 29. fC .TIC/a) to reflect that
computation <c¢f an wequalization entitlement occurs in the
state fiscal year before the fiscal year of payment. AG

29.60.ClU(c) is 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 mi?lage rate
equivalent. Section 2 makes a similar change to AS 29.-
60. "?C {a) .

Because the prior-year system splits computation and dis—
tribution of revenue sharing into two state fiscal years,
there is no longer a reed for municipalities to ubmit
preliminary data by October 15. As a result, sec. 8 cf the
bill repeals AG 25.60.030(b).

In sec. 3 of the bill, the deadline for the department®"s
cetern.inaticn of each municipality"™? millage rate equivalent
is chanced from December 15 to January 15 of each year. AS
29.60.030(c). That statute 1is also amended to state that,
that determination is to be wused for the distribution of
equalization entitlements that will occur in the state

fiscal year that begirs after the January 15 computation.

AS 25.60.040 sets out the municipal reportr. required before
payment of an equalization entitlement. Section 4 of the
bill amends the statute tc reflect that a municipality”®s
financial reports should cover the fiscal year preceding the
year in which the: department computes the millage rate

equivalent. The municipality must submit a budget for the
fiscal year for which ar: entitlement is sought. AS
29.60.C40.

Additional requirements are currently placed on a munici—
pality in order to qualify for revenue sharing. AS ??2 -
60.290. Section 5 cf the bill amends AS 29.60.290(a)(l) and
(2) to require that a regular election and regular meetings
cf die municipal governing body be held in the state fiscal
year preceding the year 1in which the department computes the
millage rate equivalent. As current law requires, the
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municipal budget must cover the year that the entitlement
will be paid, but the requisite audit or financial statement
from the municipality covers the fiscal year preceding the
department®"s determination of the miHr re raite equivalent.
AS 29.60.290() (3) .

Section 6 of the bill adds a new AS 29.60.310 that specifies
that the department is to make its tax equalization (or
revenue sharing) payment.; no Jlater than July 31, based upon
the calculations made in the preceding fiscal year.

Section 7 of the bill amends the timetable fcr payment of
municipal assistance under AS 29.60.350. AS 29.60.350(h)
currently provides hue different deadlines for payment of
municipal assistance depending on a municipality®"s fiscal
year. The statute 1is amended to set a single date- February
1, as the deadline, 1instead of February 1 or June 1.

Secticr 9 cf the bill provides for a transition between the
current system and the new pricr-yeer s ”stem. The existing
timetable for computation and distribution would be followed
in FY 19P9, but the bill"s new timetable would apply to FY
1989. The switch to a prior-year system will require the
use of the same locally generated revenue data 1in two con—
secutive fiscal yn?.rs, which 1is wunavoidable. Section 10 of
the bill provides for a July i, 1987 effective date, giving
the- department the authorin®” -in ry 1983 for
implementation cf ”“he new sy«

SteTa Cowper
Governor
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Do You
In The Alas
N Property |

Have Cash
ka Unclaim ed
"rust Fund?

Ifydur name ij in this publication, you may have S50or more coming to you from the State of Alaska.
That's because each year banks and other businesses turn over to the State of Alaska accounts that have
been inactive for three years or more.

This year more than SL5million has been reported to the Alaska Department of Revenue. Tnis includes ac-
counts of 550 or more for approximately 3,9)0shareholders, royalty owners and safe deposit box owners.
Owners ofaccounts with less than 580, as well as names reported in previous years, are on file with the

Department o; Revenue.

Alaskans beneftt!

If this money is not claimed, it helps pay for Alaska schools, airports, roads, and government services. All

The Department of Revenue wants to reunite as many people as possible with their money. So please check
the list carefully. Look for your name under the city where you may have lived two or more years ago

Ifyou want to file a claim, or ifyou have questions, please call this number in Alaska:

(907) 465-4653 (9a.m. -3 p.m., M

11

Alaska has the money.

-F)-

-The Department of Revenue islooking for the people.

WHATISTHE ALASKA UNCLAIMED
PROPERTYTRUST FUND?

The Alaska Unclaimed Property Trust Fund holds money,
stock and safe deposit contents that have been turned over
to the State of Alaska by banks and corporations from
their accounts which have been inactive for five years or
mote. These businesses haveanobligationtorryto locate
the ownerofdormant accounts or property. When efforts

' to locate the owner fail, the unclaimed money is then
turned over to the State.

DOIHAVETO PAYA FEETO GET MY
M ONEY BACK?

No! If the Department ofRevenue is holding your money,
*youdo not have to pay a feeofanv kind. This isa public

service we provide.

WHATHAPPENSTO MONEY NEVER CLAIMED
BYTHE OWNER?

Although the Department of Revenue often is successful in
‘ reuniting people with their money, many owners are never
located. Some may have moved to another state. Others
mav feel the amount involved simply is not enough to file a
claim. And in some cases, the owner has died leaving no

heirs. The money that is never claimed benefits all
Alaskans. Last vear. about $2.0 million in unclaimed prop-
- ertvwas placed in the - -ml fund.

WHATPROPERTY ISCOVERED BY THE LAW?

The law defines property as money, stocks, bonds, accrued
‘merest, purchase payments, unclaimed refunds, inactive
accounts, and similar items. The mostcommon types of
properry reported to the Department include:

dormant checking and savings accounts

uncashed money orders, cashiers checks and
travelers checks
unclaimed insurance benefits

mineral royalties
abandoned safe deposit boxes

unused gift certificates

unclaimed security deposits

credit balances on dcrmant charge accounts

cash dividends

stock

Anv bank or corporation which holds money or property
after it has been unclaimed, inactive or abandoned for the
applicable dormancy period must file a report with the
Department of Revenue

HOW DOESTHE DEPARTMENTOFREVENUE
M AKE SURE ALL UNCLAIMED PROPERTY IS
REPORTED?

We place a great deal ofemphasis on voluntary compliance.

And most businesses want to comply

We also conduct seminars with them to help them identify
all unclaimed property that should be reported.

HOW CAN I FIND OUT IFTHE DEPARTMENT
OFREVENUE HAS MY MONEY?

Check the 1987 list in this publication to see if your nan
is.nduded. The Department also maintains other filesc
every reported owner ofunclaimed property. Ifyou are r
on this list, but have season to believe that your unclaur
property may have been turned over to the State in the

past, we'll check our records for you. It is never too late t

file a claim.

HOW TO FILEA CLAIM.

‘fvour name on this list, or ifyou have reason to belie-
the Department mav be holding tunds for you. you mus

file a claim to getyour money back

The law requires the Department of Revenue to verify v
claim to the property. That's whv we ask for proofof

ownership. For bank accounts, a Mgnature card supplied
the bank or vour original savmecs passbook is usually ail
need. Documents proving ownership tor other ivpesof
proper: -re easily obiainaolc and we'll let vou know «r

you need resent to us along with vour claim.

If you want to file aclaim, we'll send vou a form. Just cat.
the Alaska Unclaimed Froperty Trust Fund number: p<v
*46>-»653. Don't worry it the number is buiv. We'll keep
answering the phone until we taik ro everyone who his
quesuon. Or write ro the Department of Revenue. Auui:
Division, Unclaimed Property Section, P.O. Box $A,
Juneau, Alaska 9981 1-0400

SSSSSSSSSSSSSS5SSSSSSESEESSPESSSSSSSSSSSESSSSSSEESS$EESSSSSSSSSSSSSSSSSSS$ESSESS
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- Ifyour name ison this list, you may have $50 or more in th<

C AIaskaUnclaimed Property Trust Fund.
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Unclaimed Property Unit
Foreign Companies Reporting $750 or less
As of February 1, 1987

USX CORPORATION

F. W. WOOLWORTH CO.

ZURICH INSURANCE CO., U.S. BRANCH
COLEMAN COMPANY, INC.
LOUISIANA-PACIFIC CORPORATION
TAISHO MAMAGAEMENT CORP.

SPERRY CORPORATION

BANKAMERICA CORPORATION

ITT CORPORATION

NORTHERN LIFE INSURANCE CO.
NATIONAL GENERAL INSURANCE CO.
NATIONAL WESTERN LIFE INSURANCE CO.
NCR CORPORATION

NORTHWESTERN NATIONAL LIFE INSURANCE CO.

PENNSYLVANIA LIFE INSURANCE CO.
PILLSBURY COMPANY, THE
POLAROID CORPORATION

ROCKWELL INTERNATIONAL CORP.
SECURITY LIFE INS. CO. OF AMERICA
SUNSET LIFE INSURANCE CO. OF AMERICA
TEXACO INC. & SUBSIDIARIES

TEXAS GAS TRANSMISSION CORPORATION
TICOR TITLE INSURANCE

TRUST SERVICES OF AMERICA

UNTON CARBIDE CORP.

UNITED AIRLINES, INC.

FIRST FARWEST CORP.

FIRST NATIONAL BANK OF ANCHORAGE
FORT CAMPBELL FEDERAL CREDIT UNION
GENERAL ELECTRIC

HERCULES INC.

HONEYWELL, INC.

IDS FINANCIAL SERVICES, INC.
JERMAIN, DUNNAGAN & OWNES, P.C.

LA MEXICANA, INC.

MERCK & CO., INC.

MIDLAND NATIONAL LIFE INSURANCE CO.
MOBIL OIL CORPORATION

Prepared by:
Steven E. Kettel
Audit Division
February 6, 1987

WARNER COMMUNICATIONS, INC.

YOSEMITE INSURANCE COMPANY

ZURN INDUSTRIES, INC.

CONOCO, INC.

GEORGIA-PACIFIC CORP (BANK OF AMERICA)
CENVILL INVESTORS, INC.

FUQUA INDUSTRIES, [INC.

SAFEWAY STORES, INC.

ARMCO, INC.

MUTUAL PROTECTIVE INSURANCE CO.
NATIONAL HOME LIFE ASSURANCE CO.
NATIONWIDE MUTUAL INSURANCE CO.

NEW HAMPSHIRE INSURANCE GROUP
NORWEST CORP.

PENTAGON FEDERAL CREDIT UNION

PMI HORTGAGE INSURANCE CO.

R. L. POLK & CO.

RAINIER MORTGAGE COMPANY

ROYAL INSURANCE

SHELL OIL CO. AND SUBSIDIARIES
TEACHERS INSURANCE CO.

TEXAS EASTERN CORPORATION

TEXAS INSTRUMENTS INC.

TITLE INSURANCE AGENCY

UAL, INC.

UhTROYAL, INC.

UNITED GUARANTY RESIDENTIAL INS CO OF
FIRST INTERSTATE BANK OF OREGON, N.A.
FORD AEROSPACE & COMMUNICATIONS CORP.
GENCORP, INC.

GENERAL ELECTRIC MTG INS CORP
HALLIBURTON COMPANY

HOME SAVINGS OF AMERICA

HOUSEHOLD FINANCE CORP & FINANCE SUBS
INVESTORS INSURANCE CORP

KIEWIT HOLDINGS

MANAGMENT & TECHNICAL SERVICES CO.
APCO LIQUIDATING TRUST

MINNESOTA MINING & MANUFACTURING

A.l. CREDIT CORPORATION



ALLEGHENY INTERNATIONAL, INC.

AMERICAN GEN"L LIFE INS. CO. OF DELAWARE
AMP INCORPORATED

ARKANSAS LOUISIANA GAS CO.

B. F. GOODRICH COMPANY, THE

CAMPBELL SOUP COMPANY

CHASE MANHATTAN BANK, N.A.

CITIES SERVICE OIL & GAS CORP.
CONSOLIDATED PAPERS, INC.

CREDIT THRIFT FINANCIAL MANAGEMENT
EASTMAN KODAK COMPANY

EMPLOYERS REINSURANCE CORPORATION

ALLIED-SIGNAL, INC.
AMERICAN LIFE & CASUALTY INS. CO.
ARGONAUT INSURANCE CO.
BECHTEL, INC.
BRUNSWICK CORPORATION
CATERPILLAR, INC.
CHURCH OF JESUS CHRIST OF LATTER-DAY
SAINTS

COLONITAL PENN LIFE INSURANCE COMPANY
CONTROL DATA CORPORATION
DANTEL INTERNATIONAL CORPORATION
EMPLOYERS INSURANCE OF WAUSAU

A MUTUAL COMPANY
FARMERS NEW WORLD LIFE INS. CO.



N SENATE committee report

A FURTHER: FINANCE

3/9/87 DATE TURNED INTO OFFICE
m A2 .

Mr. President:

COMMUNITY & REGIONAL AFFAIRS Committee considered HB 90

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

and recommended:

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

L 1 attached amendment(s) and
] do pass

] do not pass

] no recommendation

] individual recommendations

] further referral to

] letter of intent adopted

Committee [ ] attached or [D<] adopted fiscal note(s)

[ 1 new t ] updated or [yl previous
[yl zero [ 1 fiscal impact
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

[ ] Committee Backup Attached





