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revenue collected from taxes levied and assessed by the municipality and
any oth = revenue which, in the opinion of the municipal officials, is
eligible for inclusion in computations of the locally-generated revenue
of the taxing unit.

Sec. 29.88.030. LIMITATION ON COMPUTATION AND USE OF PAYMENTS.

(@a) An equalization entitlement generated by the general tax levy of a
taxing unit may be expended only for legally authorized expenditures of
that taxing unit, but up to 15 percent of the payment of an equaliza—
tion entitlement determined with reference to the areawide locally
generated revenue of a municipality may be expended by the municipality
at the discretion of its assembly or council.

(b) An equalization entitlement determined with reference to
revenue other than revenue obtained from the levy and collection of
taxes may be used for areawide or nonareawide purposes, at the discre—
tion of the assembly or council.

Sec. 29.88.035. TAX EQUALIZATION ACCOUNT. The tax equalization
account 1is established. Funds to carry out the provisions of this
chapter shall be allocated by the department to the account. The amount
allocated to the account shall be fully distributed by the department as
payments to municipalities for the purpose of fulfilling each municipal —
ity"s share authorized under AS 29.88.010, and the amount allocated to
the account shall be distributed by the department pro rata among eli—
gible municipalities.

Sec. 29.88.040. ADMINISTRATION. (a) The department may adopt
regulations necessary to implement the provisions of this chapter. The
regulations shall include, among other provisions, (1) procedures and
filing dates for submitting financial reports; (2) procedures for ob-—
taining information required to compute and determine the municipality®s

millage rate equivalent; and (3) procedures by which the department
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shall notify a municipality in writing of the reasons for a proposed
disallowance or adjustment of any factor bearing upon the determination
of the municipality®"s entitlement and by which the municipality will be
provided reasonable time in which to respond or to challenge the depart—
ment®s determination.

(b) The department shall make reasonable efforts to advise and
assist municipalities in collecting information and completing reports
necessary for the determination of entitlements under this chapter.

(c) The department shall, by regulation, classify for inclusion or
exclusion as a component of a muncipality"s millage rate equivalent
under AS 29.88.010, any tax revenue appropriated for a utility not
included in the definition set out in AS 29.88.045(4).

Sec. 29.88.045. DEFINITIONS. In this chapter

(1) "department™ means the Department of Community and Re—
gional Affairs ;
(2) "municipality” means acity, borough or unified munici—
pality incorporated under the laws of the state;
(3) "taxing unit"™ means a municipality and
(A) in a borough or unified municipality, a service area
or the entire area outside cities;
(B) in a city, a differential tax zone;
(4) "utilities” means electricity, water, sewer, gas, heat,
or telephone services, and refuse and garbage collection services.
Sec. 3. AS 29 is amended by adding a new chapter to read:
CHAPTER 89. STATE AID FOR MISCELLANEOUS
MUNICIPAL PURPOSES.

Sec. 29.89.005. REVENUE SHARING PAYABLE. In addition to the en—
titlements under AS 29.88, during each fiscal year the state shall pay

aid to amunicipality or other eligible recipient which has the power to
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provide the services described in this chapter and exercises the power
in the manner required by this chapter. .

Sec. 29.89.010. STATE AID TO MUNICIPALITIES FOR ROADS. ,(a) The
state shall pay to a municipality which has power to provide for road
maintenance and exercises that power, a sum equal to $2,500 a mile for
each mile of road, street or highway maintained by tl£ local government,
excluding (1) the o%ficial state highway system, (2) roads, streets or
highways not dedicated to public use, (3) roads, streets or highways
maintained under the local service road program (AS 19.30.111 - 19.30.-
251), and (4) alleyways, In accordance with regulations adopted by the
Department of Transportation and Public Facilities. No payments may be
made for maintenance of roads not used by automotive equipment.

(b) Frozen waterways and connections from inhabited areas to
waterways which may be safely used for public transportation by auto—
motive equipment and are so used during a portion of a year are eligible
for payments of $1,500 per mile if the waterways and connections are
maintained during the period of use by a municipality or combination of
municipalities. The Department of Community and Regional Affairs, after
consultation with the Department of Transportation and Public Facili—
ties, shall determine which waterways and connections qualify and, where
the waterways or connections lie outside the corporate limits of a
municipality, which municipalities shall receive the payments under this
subsection unless the municipalities involved have agreed in writing to
a particular distribution.

Sec. 29.89.015. STATE AID TO MUNICIPALITIES AND OTHER ELIGIBLE
RECIPIENTS FOR HEALTH FACILITIES AND HOSPITALS. (a) The state shall

pay
(¢)) to a municipality which has the power to provide
facilities and services and which exercises that power, $1,000 per bed
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for each bed actually used for patient care, limited to the number of
beds provided for in the construction design of the hospital, or 875,000
a hospital for those hospitals with 10 or more beds, or 825,000 a hos—
pital for those hospitals with less than 10 beds, as the municipality
may elect; money received under this paragraph may be used only for
hospitals and shall be apportioned among qualifying hospitals as the
municipality may determine;

(2) on the basis set out in (1) of this subsection to a muni—
cipality for a nonprofit hospital not operated by a municipality if the
municipality first certifies to the department that the nonprofit hos—
pital is in compliance with all standards for hospitals which have been
adopted by the municipality; money may not be paid on behalf of a non-—
profit hospital in the absence of this certification; payments to the
municipality shall be transferred to the nonprofit hospital in accord—
ance with the basis by which the entitlement was generated by the hospi—
tal and shall be applied to the annual cost of operation and maintenance
of the hospital or for the provision of health care service at the
hospital as the directors of the hospital determine;

(3) to a municipality in which a health facility is operated,
81,000 per bed for each bed actually used for patienc care, limited to
the number of beds provided for in the construction design of the health
facility, or 84,000 per health facility as the municipality may deter—
mine.

(b) A hospital may not receive payment under both (a)(l) and
(a)(2) of this section.
(c) Money received by a municipality under (a)(3) of this section

shall be used for expenses of health services or operation and mainte—
nance of health facilities as the municipality may determine.

(d) Before money may be distributed under this section, the com-
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raissioner of health and social services shall certify to the distri—
buting agency that any accumulation of assets by nonprofit corporations
or other recipients under this section are dedicated irrevocably to a
public purpose.

Sec. 29.89.020. STATE AID FOR HOSPITAL CONSTRUCTION. (a) If con—
struction of a facility began after January 1, 1968, and state matching
aid for construction approved for payment to the municipality or other
facility sponsor constitutes less than 25 percent of the total project
cost, the state shall pay to the municipality or other facility sponsor
each fiscal year a sum equal to $2,500 a bed for the maximum number of
beds provided for in the construction design of the facility or five
percent of the total project cost, whichever is greater. State aid pro—
vided for in this section shall continue until the municipality or other
facility sponsor has received an amount which, combined with state
matching money for construction of the facility, equals 25 percent of
the total project cost. Money received for construction may not be used
for any other purpose.

()] In this section, "total project cost”™ includes, in addition
costs directly related to the project, the total of all costs of
financing and carrying out the project. These include, but are not
limited to, the costs of all necessary studies, surveys, plans and
specifications, architectural, engineering or other special services,
acquisition of real property, site preparation and development, pur—
chase, construction, reconstruction and improvement of real property,
and the acquisitionof machinery and equipment as may be necessary in
connection with the project;an allocable portion of the administrative

and operating expenses of the municipality or other facility sponsor;
the cost of financing the project, including interest on bonds 1issued to
finance the project; and thecost of other items, including any indem-
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nity and surety bonds and premiums on insurance, legal fees, fees and
expenses of trustees, depositaries, financial advisors, and paying
agents for the bonds issued as the issuer considers necessary.

Sec. 29.89.025. STATE AID TO VOLUNTEER FIRE DEPARTMENTS.

(a) The state shall pay to a volunteer fire department registered with
the state fire marshal a sum for protection purposes equal to $7.50 per
capita for the population served by the department, as determined by the
state fire marshal.

(b) A grant shall be made as set out in (a) of this section to
facilitate the organization of a volunteer fire department upon
application of tne proposed fire protection group uo the state fire
marshal and approval of applications according to standards of organiza—
tion and service prescribed by regulations adopted by the state fire
marshal.

(c) In this section, "fire protection”™ includes, but is not limi—
ted to, fire protection provided by a volunteer fire department regis—
tered with the state fire marshal which has official recognition and
financial support from the community or area in which it is located.

Sec. 29.89.030. POPULATION DETERMINATION. For purposes of this
chapter, population shall be determined by the latest figures of the
United States Bureau of the Census or other reliable population daca,
including but not limited to public school enrollment figures, public
utility connection, registered voters or certified employment payrolls.

Sec. 29.89.035. AREA COST-OF-LIVING DIFFERENTIAL. (a) State pay-—
ments to a municipality or other eligible recipient under AS 29.89.010
and AS 29.89.015 shall reflect area cost-of-living differentials.

Amounts distributed shall be based upon the sum of per capita, per mile
and per bed or facility grants due each municipality or other recipient

multiplied by the appropriate area cost-of-living differential. The
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area cost-of-living differential for each recipient shall be determined
annually by flection district under the pro/isions of AS 39.27.030;
however, the area cost-of-living differential to be applied may not
result in an amount to be distributed less than the base allocation.

(b) The election districts used in (a) of this section are those
designated by the proclamation of reapportionment and redistricting of
December 7, 1961, and retained for the house of representatives by
proclamation of the governor September 3, 1965.

Sec. 2.9.89.040. MISCELLANEQOUS SERVICES ACCOUNT. The miscellaneous
services account is established. Money to carry out the provisions of
this chapter shall be allocated by the department to the account in
accordance with AS 29.90.010. If amounts in the account are insuffi—
cient for the purpose of each municipality"s or other recipient"s share
authorized under this chapter, the amounts which are available shall be
distributed pro rata among eligible municipalities and other recipients.

Sec. 29.89.045. REGULATIONS. The Department of Community and
Regional Affairs shall adopt regulations necessary to carry out the
purposes of this chapter. The regulations shall include minimum stan—
dards required to qualify a municipality for grants for each service and
provisions for a performance report adequate to demonstrate to the
department that each service for which credit was allowed was actually
performed by the municipality, at least at the prescribed minimum level

Sec. 29.89.050. DEFINITIONS. In this chapter

(1) "health facility"”
(A) means a facility which is licensed, when required,
by the state under AS 18.20.010 - 18.20.130 and which is owned or
operated or both by a municipality or by a nonprofit corporation or

other nonprofit sponsor;

(B) includes a public health center, maternity home,
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community mental health center, facility for the mentally or physi—
cally. handicapped, nursing home or convalescent center;

© excludes a facility operated or wholly supported by
the state or the federal government;

@) "hospital™ means a licensed hospital determined by the
Department of Health and Social Services to be a general hospital; the
term excludes a facility operated or wholly supported by the state or
the federal government.

Sec. 4. AS 29 is amended by adding a new chapter to read:
CHAPTER 90. ADMINISTRATION OF MUNICIPAL
FINANCIAL ASSISTANCE PROGRAMS.

Sec. 29.90.010. ALLOCATION AND DISTRIBUTION. (a) The Department
of Community and Regional Affairs shall allocate money appropriated to
the accounts established in AS 29.88 and AS 29.89 in amounts determined
by the legislature. Money in the miscellaneous services account estab—
lished in AS 29.89.040 which exceeds the amount required to fully dis—
tribute entitlements authorized by AS 29.89 shall be reallocated to the
tax equalization account established in AS 29.88.035 and distributed ac—
cording to the provisions of AS 29.88.

(b) Payments under AS 29.90.020 and AS 29.88 shall equal the
amount allocated to the equalization account (AS 29.88.035), adjusted in
accordance with this section. Payments under AS 29.90.020 and AS 29.88
shall be adjusted by proration in accordance with this subsection.
Adjustments shall be determined by prorating amounts payable under
AS 29.90.020 and amounts payable under AS 29.88 by a factor which, when
applied, reduces all payments in equal proportion so that payments under
AS 29.90.020 and payments under AS 29.88 total the amount allocated to
the account established in AS 29.88.035, adjusted in accordance with
this section.
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Sec. 29.90.020. QUALIFICATION FOR MINIMUM ENTITLEMENT. @ A
municipality qualifying for an entitlement under AS 29.88 or AS 29.89
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 under
AS 29.28.010 - 29.28.050 during the fiscal year preceding the year for
which payment of an entitlement is authorized and has reported the re—
sults of the election to the commissioner of the Department of Community
and Regional Affairs;

(2) regular council meetings are held in the municipality in
accordance with the requirements of AS 29.23.210 during the fiscal year
preceding the year for which payment of an entitlement is authorized 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 and an audit or
financial statement, as applicable, for the preceding fiscal year has
been prepared and furnished to the Department of Community and Regional
Affairs in accordance with AS 29.23.560(a); and

(4) local ordinances adopted by the governing body of the
municipality have been codified in accordance with AS 29.48.180.

(b) The area cost-of-living differential of each municipality
payable under this section shall be determined annually by election
district under the provisions of AS 39.27.030. However, except as
provided in AS 29.90.010(b), application of the area cost-of-living
differential may not result in an amount which is less than the minimum
entitlement determined under (a) of this section. For purposes of this
subsection, the election districts used are those designated by the

proclamation of reapportionment and redistricting of December 7, 1961,

and retained for the house of representatives by proclamation of the
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governor September 3, 1965.

(c) The Department of Community and Regional Affairs shall pay to
each municipality eligible to receive payment of a minimum entitlement
under this section an amount equal to the difference between the minimum
entitlement determined under (a) and (b) of this section and the sum of
the amounts determined as payable for the same fiscal year under AS 29.-
88 and As 29.89, except that a payment may be prorated and reduced
under AS 29.90.010(b).

(d) If payments are required under this section, the payments
shall be made from the money allocated to the equalization account
established in AS 29.88.035.

Sec. 5. AS 29.23.560(a)(3) is amended to read:
(3) tax assessment and tax levy figures as requested;
sec. 0. As 29.23.560(a) 1is amended by adding new paragraphs to read:
(5) a copy of the current annual budget of the municipality;
(6) a summary of the optional property tax exemptions autho—
rized in the municipality, together with the municipality"s estimate of
the revenues lost to it by operation of each of the exemptions.
Sec. 7. AS 29.23.560(b) 1is amended to read:

(b) Compliance with the provisions of this section is a prerequi—
site to receipt of municipal tax resource equalization assistance under
AS 29.88 and state aid for miscellaneous municipal services under AS 29.
89 [STATE-SHARED REVENUES UNDER AS 43.18]. The Department of Community
and Regional Affairs [STATE] shall withhold annual allocations under
those chapters [THAT CHAPTER] 1in the event of noncompliance until such
time as the report requirements are met [COMPLIED WITH].

Sec. 8. AS 29.73 s amended by adding a new section to read:

Sec. 29.73.060. TAXPAYER NOTICE. (&) |If a municipality levies
and collects real or personal property taxes, the governing body shall
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provide the following notice:

"NOTICE TO TAXPAYER

For the current fiscal year the (city) (borough) has been

allocated the following amount of state aid for school and

municipal purposes under the applicable financial assistance

Acts:

PUBLIC SCHOOL FOUNDATION PROGRAM ASSISTANCE

(AS 14.17)

STATE AID FOR RETIREMENT OF SCHOOL CONSTRUC—

TION DEBT (AS 43.18.100)

MUNICIPAL TAX RESOURCE EQUALIZATION ASSIS—

TANCE (AS 29.88)

STATE AID FOR MISCELLANEOUS MUNICIPAL

SERVICES (AS 29.89)

TOTAL AID

The millage equivalent of thisstate aid,

based on

$
$

the dollar

value of a mill in themunicipality during the current assess—

ment year and for the preceding assessment year,

PREVIOUS YEAR

PUBLIC SCHOOL FOUNDATION PROGRAM
ASSISTANCE
STATE AID FOR RETIREMENT OF
SCHOOL CONSTRUCTION DEBT
MUNICIPAL TAX RESOURCE EQUALI —
ZATION ASSISTANCE
STATE AID FOR MISCELLANEOUS
MUNICIPAL SERVICES
TOTAL MILLAGE EQUIVALENT

-15-

MILLAGE EQUIVALENT

MILLS

MILLS

MILLS

MILLS
MILLS

CSHB 192 (Finance)
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THIS YEAR

MILLS

MILLS

MILLS

MILLS
MILLS™



Notice shall be provided

(l) by furnishing a copy of the notice with tax statements
mailed for the fiscal year for which aid is received; or

(2) by publishing in a newspaper of general circulation
within the municipality a copy of the notice once each week for a period
of three successive weeks, with publication to occur not later than AD
days after the final adoption of the municipality"s budget.

(b) If the municipality levies and collects only a sales tax, the
governing body shall provide a notice substantially in the form set out
in (@) of this section. |In providing notice under this subsection, the
council or assembly shall substitute for the millage equivalency its
estimate of the equivalent sales tax rate for each of the categories of
financial assistance set out in (@) of this section. Notice shall be
provided

(l) by publishing in a newspaper of general circulation
within the municipality a copy of the notice once each week for a period
of three successive weeks, with publication to occur not later than 45
days after the final adoption of the municipality"s budget; or

(2) if there is no newspaper of general circulation in the
municipality, by posting a copy of the notice for at least 20 days in at
least two public places within the municipality, with posting to occur
not later than 45 days after the final adoption of the municipality"s
budget.

(c) Compliance with the provisions of this section is a prerequi—
site to receipt of municipal tax resource equalization assistance under
AS 29.88 and state aid for miscellaneous municipal services under AS 29.°
89. The Department of Community and Regional Affairs shall withhold
annual allocations under those chapters until municipal officials demon—

strate that the requirements of this section have been met.
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* Sec. 9. AS 29.13.100 is amended by adding new paragraphs to read:
(40) AS 29.73.060 (taxpayer notice)

(41) AS 29.88 (municipal tax resource equalization assistance)

1
2
3
4 (42) AS 29.89 (state aid for miscellaneous municipal services)
5 * Sec. 10. AS 43.18.010 - 43.18.045 are repealed.

6 * Sec. 11. (a) Notwithstanding other provisions of this Act,

7 (1) a municipality may not receive less than $25,000 plus an area
8cost—of—living differential during the first fiscal year in which this Act is

9 effective; and

10 (2) a municipality which would receive less money under theprovi—

I sions of this Act than it received for the last fiscal year under the provi—
jzsions of AS 43.18 repealed by this Act shall, for the first five fiscal years

BB during which this Act is effective, be entitled to receive an amount equal to

M that received for the last fiscal year under the former provisions of AS 43.-

16 18, in accordance with those provisions.

B (b) For the first three fiscal years during which this Act is effec—
17 tive, if the amount appropriated to pay entitlements ui ler this Act is in—

18 sufficient for the purpose of paying thn full entitlement due each munici-

19 sality or other recipient, entitlements determined under AS 29.88, AS 29.89

A and AS 29.90, together with the additional sums required by (a) of this

24 3ection, shall be equally prorated and the prorated amounts distributed to

2

3 * Sec. 12. This Act takes effect on the first day of the fiscal year for

nunicipalities and other recipients.

2 fhich not less than $31,000,000 is appropriated and allowed by the governor
S for distribution to municipalities and other recipients under the provisions

20)f this Act, or on July 1, 1983, whichever is earlier.
27

28

29
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SENATE AMENDMENT

Senator Rodey, Senator Kelly, Senator Meland,

H Senator Sturgulewski, Senator Dankworth,
Senator-Stimson,-Senator Sumner, Seantor Bradley
Senator Hackney, Senator Bennett & Senator Fahrenkamf

To: SENATE BILL No.
T0: SCE_£S HOUSE BILL No. _1.92-_(Finance)
Page: 19 Line: 5

Page 19 - Delete lines 5 through 11 and insert in their places a new
section to read:

Section 13 to read:

AS 29.95.030 is amended by adding a new section to read:
Sec. 29.95.030. ENTITLEMENT ADJUSTMENT-, (3 A municipality may

not receive a total amount of money under AS 29.88, AS 29.89, and AS 29.-
95.020 which is less in proportion to the total amount appropriated and
allocated under those sections than 90 percent of the.percentage of the
population of the municipality to the total population of the state for
the fiscal year, as the population of the municipality and the popula-
tion of all munigipalities ofthe state is determined under AS 29.88.015.J
(b) When the total amount that would be received by a municipality
under AS 29.88, AS 29.89 and AS 29.95.020 is less than the amount deter—

mined under (@) of this section, the department shall pay to the muni—

cipality, in addition to payments under AS 29.88, AS .29.89, and AS 29.-
95.020, the amount of the difference.

(c) For puposes of determining whether an entitlement adjustment
is payable to a borough under this section, if a borough includes one or

more cities which are entitled to receive entitlements payable under
AS 29.88, AS 29.89 or AS 29.95.020, in addition to the entitlement of
the borough, entitlements payable to the cities shall be considered as
if they were payable to the borough.

(d) The rinimum entitlement adjustment account is established.
Money®™ to carry out the provisions of this section shall be allocated by
the department to the account in accordance with AS 29.95.010. If
amounts 1in the account are insufficient to pay each municipality"s share
authorized under this section, the amounts which are available shall be

. distributed pro rata among eligible municipalities.
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AMENDMENT

Offered in the SENATE:
To J SENATE CS

Page :

Page 21, line 12:

delete "$33,500,000"

insert "$35,000,000"

NO 2

By
SENATE BILL No. cshb 192
HOUSE BILL No.

Line:



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE.

REQUEST i
BillResolutin N o S¢S CSHB 192 (Fimancey .

Title An Act relating to programs of state aid to municipolities
Requested bv Finance Committee Date 5/77/Bn

I X;SﬁS,LA%L Community & Regional Affairs

Program Category” Affected npyplnpuipnt-

BRU, Program, or Subprogram(s) Affected

(Note: Ifmore than one budget component iaffected, separate line-item amounts and fundiing for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

Fy 80 Fy 81 FY 82 FY 83 FY 84 Fy 85
100  PERSONal SERVICES

200 TRAVEL *

300 CONTRACTUAL *

400  COMMODITIES

500  EQUIPMFNT

600 LaND & STRIICTLr.ES

700  GRANTS. CLAIMS. ETC. 69.15. 0
TOTAL 6935.0

FUNDING  (Thousands of Dollars)

GENERAL FUND «. |6935.0 1
FEDERAL FUNDS 1

OTHER (Snccifv Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1lI)

Sec. 12 of SCS for CSHB 192 (Finance) provides for the bill becoming
effective when $33.5 million 1is appropriated for a fiscal year.

The Governor®"s, House"s, and Senate"s version of the general appropria—
tions act, HB 556, already contains $26,565,000 for revenue sharing.

Allocations The total $36,000,000 is allocated as follows:

Tax Equalization Account, AS 29.88 .16,513.8

Miscellaneous Services.Account, AS 29.89 10,240.2

Hospital Construction Assistance Account, AS 29.90 6,746.0

I. DATE  5/27/80 PREPARED B Y ----Midt-Barkox M-8 ______
AGENCY Legislative Finance nivision.

Original:  Legislative Finance PHONE 465-3795

cc Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/79)



SCS CSHB 19?. (Finance)

MUNICIPAL REVENUE SHARING

Miscellaneous Services Account - AS 29.89
Roads

Ice Roads
Hospital Services
Health Facility Services

Unorganized Borough Volunteer Fire Departments

Native Village Governments

Total

%

$ 4,291/700
370,000
1,662,000
1,347,000
69,500

2,500,000

$10,240,200
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 2, 1979

SUBJECT: Sectional Analysis of the Municipal League %
Revenue Sharing Reform Proposal
(Work Order No. 6162)

TO: Representative Terry Gardiner

FROM: John B. Chenoweth
Legislative Counsel

John Williams
Policy Analyst

In response to your request of the Legislative Council on
July 21, 1978, we have participated with a special committee
of the Alaska Municipal League in drafting a revenue sharing
reform bill, which is now complete. The Board of Directors
of the League approved the draft at its meeting in Juneau on
January 19, 1979 (copy enclosed).

Following is a sectional analysis of the committee®s product.
*Section 1. PURPOSE.

Three purposes are stated: (1) equity of allocation of
state resources with municipalities; (2) basic support to
municipalities for public services irrespective of physical
location of taxable wealth; and (3) improvement of the
administrative capacity of less populous municipalities.

*Section 2. CHAPTER 88.

This chapter contains the major revision of the revenue
sharing program. In the most general terras, it provides for
the computation and distribution of an "equalisation en—
titlement™ for. local government services in accordance with
a formula and schedules set out in the sections 1incorporated
in the chapter.

Sec. 29.88.010 specifies the method that is utilised to dis—
tribute revenues under the chapter. Three factors are



Representative Terry Gardiner
Page 2
February 2, 1979

Q
applicable: population, revenue generation, and property
value base.. The formula multiplies the population of the 2
taxing unit by the mill rate equivalent of allowed revenues
generated by the municipality. The sum of allowed revenues
is divided by one-thousandth of the full and true taxable
property value within the taxing jurisdiction. The resultant
quotient 1is referred to as the "local effort™ for the munici—
pality: it is equal to the full and true mill rate equivalent

of all allowed revenues generated by each municipality.

Sec. 29.88.015 specifies the means whereby population nrmbers
shall be determined. Generally, Bureau of the Census data

will be utilized; however, other reliable data in the judgment
of the Department of Community and Regional Affairs may be

used. The provision for population count is not unlike the
provision of the current state aid program. Unlike the current
program, however, no separate treatment is given the counting
of persons who are residents of military reservations.

Sec. 29.88.020 describes the means whereby mill rate equivalent
determinations will be made. Initially, a certified statement
submitted by each municipality, on a form provided by the
department, will specify the revenues generated in each munici—
pality. This shall be accomplished by all municipalities by

1/ A "taxing unit" is defined, for purposes of this progranm
as "a city, borough, unified municipality, or service area
or differential tax zone."

2/ Allowed revenues include tax revenues plus other revenues
which will diminsh the necessity of incremental tax revenues,
including inspection fees, permits, fines, penalties, use
fees, and income from mass transit, offstreet parking, and
recreation programs. Revenues not allowed for inclusion are
tax revenues used to subsidize utilities commonly run by
private businesses (as defined in sec. 45 of this chapter) ,
interest on investments, income from the sale or lease of
land or equipment, and revenues from any other source.
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October 15. By December 15, the department is to make a
final determination for each municipality, after reviewing
all financial audits and statements submitted by the munici—
palities. Any adjustments made to the figures initially
submitted by a municipality shall be reported to the munici—
pality along with the revised figures.

Full and true property values shall be determined in the
manner provided in AS 14.17.140 (state aid to education).

In municipalities which are not school districts and thus
not covered by the provisions of AS 14.17, the state assessor
shall, at least once each three years, estimate the property
value for all cities with populatigns of 750 or more. For
cities which are not school districts, and which have popu—
lations less than 750, estimated property values will be
determined by averaging the per capita property values of
all cities having populations less than 750 and for which
assessments are completed.

Sec. 29.88.025 specifies the necessary documentation that
would be supplied to the department by each municipality 1in
support of its application. The fiscal information is to be
for the fiscal year which precedes the fiscal for which the
entitlement 1is sought.

Sec. 29.88.030: As with present law, the "bill provides for
entitlements to be returned to the taxing unit for which the
entitlement was earned. There are two exceptions: 15 percent
of an area-wide entitlement may be used for non area-wide
purposes, and, the local government may decide the taxing
jurisdiction that is to receive the entitlement generated by
non-tax revenues (fees, permits, etc).

Sec. 29.88.035 establishes the tax equalization account fronm
which entitlements earned under this chapter will be paid.
The total appropriation to the account is to be distributed
by prorating entitlements.

Sec. 29.88.040 gives the department authority to adopt, amend
and repeal regulations necessary to implement the chapter.

The regulations would contain provisions for obtaining infor—
mation, set filing dates, providing notification to munici—
palities with respect to changes made by tine department with
regard to any entitlement, and a reasonable time for a munici—
pality to respond to decisions of the department. In response
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to some specific complaints by several of the Municipal League
representatives who worked on the draft, language has been
inserted by which the department is directed to supply appli—
cation assistance to municipalities. Additionally, the department
is empowered to extend the definition of utilities (section 045

of this chapter) to covei additional enterprise activities

for which no working classification has been provided by

statute.

Sec. 29.88.045 defines terms used in the chapter, 1including
"taxing unit® and “utilities”.

*Section 3. CHAPTER 89.

Chapter 89 is, in substance, a restatement of present law
regarding entitlements earned for road maintenance, health
facilities and hospitals, construction aid, and volunteer
fire departments in the unorganized borough. The following
changes have been made from present law: (1) public road
maintenance entitlements are based on $2500/mile (present
law is $1500/mile); (2) ice road maintenance i1s based on
$1500/mile (present law is $900/mile); (3) construction aid
for hospitals is not multiplied by the cost of living factor,
as is the case in present law; and (4) municipalities which
exercise a health power will not receive a $2 per capita
distribution.

Generally, this portion of present law which is saved in the
Municipal League®s draft bill provides for health related
entitlements according to the following: (1) for hospitals
with 10 or more beds - the greater of $1,000 per bed or
$75,000 per facility, (2) for hospitals with fewer than

10 beds - the greater of $1,000 per bed or $25,000 per
facility; (3) for health facilities - $1,000 per bed or?~
$4,000 per facility; (4) the entire entitlement received for
health purposes must be used for health purposes; (5) for
hospitals which were begun after January 1, 1968, the greater
of $2,500 per bed or 5 percent of the construction cost
annually until the total payment equals 25 percent of the
total construction cost; and (6) for volunteer fire departments
in the unorganized borough, $7.50 per capita. Entitlements
earned under this section (except for hospital construction)
are multiplied by an area cost of living differential,
determined under AS 39.27.030.
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Section 29.89.040 establishes a miscellaneous services account,
from which payments are made under this chapter.

NSection 4. CHAPTER 90.

Sec. 29.90.010 precludes an interpretation of the general
administrative provisions of the state aid program to create
of a debt to the state.

Sec. 29.90.020 directs the department to allocate funds from
the two accounts established (AS 29.88.035 and AS 29.89.040)
and further provides that any excess funds existing in the
miscellaneous services account (Chapter 89) shall then be
added to the tax equalization account (Chapter 88).

Subsection (b) describes the means for determining proration

of funds allocated under the equalization formula of Chapter 88
and under the minimum entitlement provisions of AS 29.90.030.
After the Chapter 88 and Chapter 89 entitlements have been
determined, the amount necessary to guarantee the minimum
entitlement provided for in Sec. 29.90.030 is calculated and
all Chapter 88 municipal entitlements are proportionally
reduced so that the sum of payments under Chapter 88 and

under AS 29.90.030 equal the amount available in the tax
equalization account.

Sec. 29.90.030 provides for payment of minimum entitlements.
AIl municipalities are guaranteed a minimum of $25,000 (plus
the cost of living allowance for their area) if (1) a regular
election has been held; (2) regular council meetings have

been conducted; (3) the municipality has adopted a budget;

(4) localeordinances have been codified; and (5) some degree
of municipal administration is provided for through a manager,
clerk, or ether part-time or full-time officer.

NSections 5-9.

These sections make correlative changes in AS 29 required by
the state aid program changes, and are generally self-explanatory.

ASection 10. I

The section repeals the statutory basis of the present program
of state aid to local governments.
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*Section 11: "Hold Harmless"

Section 11 specifies that, for three years after this act
becomes effective, no municipality will receive less than
its actual entitlement earned in the last year that the

present law is applied.
NSection 12

?Pecifies ~at the act becomes effective whe

52 . 982
or Ju 1.
y 3y

$>27 000,000 1is aPpropriated to the progranm,
hichever is earlier.

JBC:JW:jdn

Enclosure
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The honorable Terry Gardiner
Speaker of the Louse

Alaska State Legislature
Touch Y

Juneau, Alaska 99311

bear 111*. Speaker:

The Department of Revenue 13 now receiving fish, tax
returns for the 1979 calendar year and preparing to share
cue appropriate amounts with qualifying municipalities. As
the law now reads (Cit, 79, SLA 1979, Pec. 1A(a)), vt would
not be able to share 1979. revenues with the second class
cities that were added to the list of qualifying municipali—
ties in AS A3.75.130 as amended by Foe. 11 of Ch. 79, SLA
1979, since taxes paid for 1979 tax year are to be shared
under the previous formula.

It is our buiief that the intent of the Legislature was
ti.ac second class cities would begin sharing 1in taxes that
v;ere paid in calendar year 1900, not taxes that were paid
for calendar year 1980. 1?% arc aware that a number of these
municipalities ii&ve bared their FY 1901 budgets on these
revenues vhicn they expected to receive in 1900.

IT our interpretation of the legislative intent is
correct, the lav.”needs to be amended to permit us to proceed
with snaring of 1979 revenues to all municipalities included
in the revised AS A3.75.130. A suggested amendment might

Liu /C"W I™>%E. » T~a - C4.

Pec. 1A. TiLuiSITIOh. (a) The taxes paiu for t..c
[1979] 1978 calendar year under AE A3.75 shall be
shared with municipalities in accordance with AS
A3.75.130 and A3.75.135, as those sections read
before their respective amendment ar.d repeal by
this Act. The taxes paid for the [1980] 1979
calendar year and for each succeeding calendar
year shall be shared with municipalities 1in accord-
r.nce viith AS A3.75.13, ar.ended bv 11 of
this Act,
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We would appreciate your comments on our interpretation
of the legislative intent and your suggestions as to where
the amendment should by introduced.

Sincerely,

Joseph K. Donohue
Deputy Commissioner
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May 16, 1980

The Honorable John C. Sackett

Chairman Q
Senate Finance Committee

Pouch V

Juneau, Alaska 996

Dear Mr
RE: SENATE CS for CS for HOUSE BILL 192

A bill of significant importance to local governments is now in the Senate Finance
Committee. This bill, H.B. 192, improves the formula used to compute entitlements
under the State Revenue Sharing Program and includes a minimum entitlement provision
that benefits small second class cities. The Administration generally supports the
proposed formula, including the minimum entitlement provision, as a more equitable
method of distributing revenue sharing funds. However, we are concerned about
several sections of the bill.

Our first concern is section 5 (AS 29.95.030) which is intended to insure a
municipality will not receive an entitlement of funds less than 90% of the
percentage of its population compared to the State wide population. The difficulty
is that this provision distorts the tax resource equalization formula by placing
too much weight on a municipality®s population. While it is recognized that the
immediate results of H.B. 192 may adversely affect larger, wealthier, municipalities
(particularly Anchorage) in order for the formula to do what it is supposed to do
(i.e. equalize tax resources), we feel strongly that this population adjustment
section must be eliminated or at a minimum not be included in the bill as permanent
law. A limitation of one, two or at most, three years should be placed on this
portion of the formula rf it is unacceptable to eliminate the entire section at
this time.

The arguments in favor of eliminating, or at least limiting, the 90% population
adjustment section are overwhelming. The purpose of H.B. 192 is to help those

who are helping themselves. MuniciDalities with limited tax bases that are using
that tax base to the greatest extent possible should benefit under the equalization
formula and. as a result, be able to provide a quality of public service that is
approximately equivalent to wealthier local governments. However, this will not
happen unless the population stipulation is removed from the formula. As long as
the section is included, highly populated areas of the State will benefit while

the smaller municipalities, where the need is often greatest, will receive
proportionately less in State shared revenue.
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Our second concern is with the seperate account the bill establishes for the
population adjustment payments. Although we support establishing this seperate
account, the language of the bill pertaining to proration of payments made under
the equalization account, provides that the equalization proration factor is to
be applied to the population adjustment payments, which are, of course, made from
a different account. If this 1is an error, as it.appears to be, it is suggested

that any reference to AS 29.95.030 be eliminated from the proration of payments
section of the bill (Section 5, AS 29.95.040).

Our final concern is the retention of hospital

under the existing revenue sharing program. The Department would like to see

this category removed from H.B. 192 (or the existing revenue sharing program) as

the payments are usually passed through to nonprofit hospitals without directly
benefiting the municipality in which the facility is located. Additionally, the
formula for distributing these funds acknowledges neither the hospitals®™ financial
ability or need. The Department of Health and Social Services could better administer
a hospital construction aid program as currently authorized in AS 18.25. Amendments
to that statute are contained in H.B. 1030. Recognizing that removal of hospital
construction aid payments from the municipal revenue sharing program may not be
feasible at this time, we do support the establishment of a separate account for
hospital construction entitlements as the current version of H.B. 192 has done.

construction aid payments made

The Committee®s consideration of these comments and suggestions
We genuinely believe that the equalization formula, accompanied by the minimum
entitlement provision, 1is superior to the existingmunicipal services revenue

sharing program and”rd”passage of Senate”CS f<r CS for H.B. 192 with the
modifications z

is appreciated.

Please contact me if you have any questions
Sincerely,

Lee meanerney
Commissioner

Representative Terry Gardiner
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Our second concern 1is with the seperate account the bill establishes for the
population adjustment payments. Although we support establishing this seperate
account, the language of the bill pertaining to proration of payments made under
the equalization account, provides that the equalization proration factor is to
be applied to the population adjustment payments, which are, of course, made from
a different account. If this is an error, as it appears to be, it is suggested
that any reference to AS 29.95.030 be eliminated from the proration of payments
section of the bill (Section 5, AS 29.95.040).

Our final concern is the retention of hospital construction aid payments made

under the existing revenue sharing program. The Department would like to see

this category removed from H.B. 192 (or the existing revenue sharing program) as

the payments are usually passed through to nonprofit hospitals without directly
benefiting the municipality in which the facility is located. Additionally, the
formula for distributing these funds acknowledges neither the hospitals®™ financial
ability or need. The Department of Health and Social Services could better administer
a hospital construction aid program as currently authorized in AS 18.25. Amendments
to that statute are contained in H.B. 1030. Recognizing that removal of hospital
construction aid payments from the municipal revenue sharing program may not be
feasible at this time, we do support the establishment of a separate account for
hospital construction entitlements as the current version of H.B. 192 has done.

The Commf.tee"s consideration of these comments and suggestions 1is appreciated.
We genuinely believe that the equalization formula, accompanied by the minimum
entitlement provision, 1is superior to the existing municipal services revenue
sharing program and urge passage of Senate CS for CS for H.B. 192 with the
modifications outlined above.

Please contact me if you have any questions regarding our concerns.

Sincerely,

Lee McAnerney
Commissioner

cc: Representative Terry Gardiner



Alaska Jifotis legislature

Senate
Committee on : Pou%h v |
. . Community & Regional Affairs tate Capito
Official Business y d Juneau, Alaska 99811
May 5, 1980
T0: Gary Peska, Senate Finance
FROM: Margo Waring, Staff

Senator Sturgulewski®s Office
RE: SCS CS HB 192

I am forwarding to you copies of materials supplied to the Senate Com—
munity and Regional Affairs Committee for our hearings on HB 192. You
may find these helpful in your and the Senate Finance Committee"s review
of the legislation.

I also thought 1 would summarize for you the CRA Committee®"s actions on
this bill. Amendments adopted by the Senate CRA Committee dealt with
several different areas:

1. revision to the Volunteer Fire Department eligibility

2. changes regarding eligible utility revenues and assessments for
public utilities

3. two highly important revenue sharing studies for baseline infor—
mation on mass transit and hospital costs

4. separation of hospital construction funding from the miscellaneous
services account

5. adoption of the Anchorage Municipality®s amendment to increase
the allocation for six communities and to peg future sums to a
population figure - There was a great deal of debate on this
amendment, leading to a split decision. The other version
favored by Committee members, including the Chairman, was
an amendment offered by the Alaska Municipal League which would
"hold harmless” for five years at 115% of full entitlement.
This would favorably impact more communities, while achieving
Anchorage®s goal of increasing their percentage of revenue
sharing. It is also an approach consistent with the approach
of the bill itself.

I would be glad to provide any additional background information you
might wish. We have requested additional computer runs for our amend—
ments from Jack Krienheder of House Research. These runs are not yet
complete, so | have asked him to contact you directly.

Enclosure
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April 29, 1980
To Senate C&RA Committee
From: Ginny Chitwood, Alaska Municipal League

Re: HB 192 - Revenue Sharing

Needless to say, Alaska Municipal League supports a state
revenue sharing program. The cities and boroughs are
struggling to provide services demanded by their constituents
while at the same time keeping local taxes at a reasonable
level. Local government officials appreciate the help they
receive from the Legislature 1in meeting those goals.

Although we prefer continuance of the existing revenue sharing
program to no program at all, we do support reform in the
method of distributing funds. Presently there 1is little
correlation between the cost of providing a service and the
amount in the revenue sharing category. Additionally, the
current categorical program contains no inflation ajustment
factor, whereas, the cost of living has increased over 89%
since"" the inception of the progranm.

We support separating the hospital construction grants from
the géneral~revenue sharing fund because it is a pass through
to hospitals and not a revenue to municipalities. This year
it was 28% of the total entitlement.

We do not feel it is as important to separate the rc-ads and
highways section but we support increasing the per mile amount.
Estimates on actual costs range from $4 ,000 to.5r10,000 per

mile depending on type, number of lanes, etc. In addition |,

we suggest adding another category to_ChaPter 89 - State Aid.
for Miscellaneous Purposes entitledlState Aid to Municipalities
for Public Transit Operations” (see enclosed). This category
will aid energy conservation by encouraging public transit and
is a logical balance to the road maintenance section.

In summary we support the concept of Helping those communities
that are willing to help themselves as contained in the HB 192
formula. We do believe, however, that there needs to be some

stronger hold harmless clauses to lessen the impact on those
municipalities adversely affected by this bill.
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Proposal to amend HB 192 to add a new section to Chapter 89, State
Aid for Miscellaneous entitled State Aid to Municipalites for Public
Transit Operations.

We suggest two different ways to compute the assistance: (1) 25% of
operating costs or (2) 35*h of expenses less fare revenues. Using
rough figures from FY "79, the dollar amounts are:

Anchorage Total Expenses $4,250,500 - 25% = $1,062,625
Fare Revenues 546,700
Deficit $3,703,800 - 33*% = $1,234,600
Barrow Total Expenses $ 350,000 - 25% = $ 87,500
Fare Revenues 54,000
Deficit $ 296,000 - 33w = $ 97,6S0
Fairbanks Total Expenses $1,108,800 - 25% = $ 277,200
Fare Revenues 144,000
Deficit 964,800 - 33 = $ 296,000
Juneau Total Expenses $ 930,200 - 25% = $ 232,550
Fare Revenues 100,000
Deficit 830,200 - 33*®% = $ 276,667
Ketchikan Total Expenses $ 409,412 - 25% = $ 102,353
Fare Revenues 338,500
Deficit 70,912 - 33*5h = $ 25,637

Total 25% of Expenses $1,762,228
Total 33 of Deficit  $1,928,584

MEMBER OF THE NATIONAL league OF CITIES AND THE NATIONAL ASSOCIATION of COUNTIES
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch Y, State Capitol
Juneau, Alaska 99811
(907) 465-3991

MEMORANDUM April 30, 1980
TO: Representative Terry Gardiner

FROM: Jack Kreinheder, Issues Analys

RE: Impact of Proposed HB 192 Hold Harmless Amendment(125 Percent)

Research Request No. 64

Attached is the computer run you requested for the Senate Community and
Regional Affairs Committee, showing the effect on HB 192 revenue sharing
entitlements of a provision ensuring that all municipalities would re—
ceive at least 125 percent of their 1980 prorated entitlement. The run
was made at a funding level of $31 million and includes hospital and
health entitlements.

A total of thirteen municipalities would be affected by a 125 percent
hold harmless provision, with the following local governments receiving
the most money under such a provision:

1. Sitka Borough $72,493
2. City of Valdez $51,535
3. North Slope Borough - $39,253
4. City of Kodiak $17,256

The total cost or the amount that other communities would lose from this
hold harmless amendment would be about $225,00)J. The cost would be dis—
tributed equally over all municipalities on a percentage basis, with

each municipality not benefitting from the hold harmless provision in—
curring a reduction of about one percent (.01) in its revenue sharing
entitlement.

One final point is that as HB 192 is written, providing a 125 percent
hold harmless clause would result in an actual entitlement increase for
affected municipalities of about 24 percent. This is a result of the
existing hold harmless language, which states that the additional hold



Representative Terry Gardiner
Page No. 2
April 30, 1980

harmless monies shall be prorated along with all other"entitlements to
fund the hold harmless entitlements. In order to guarantee an actual
increase of 25 percent over the current entitlement, the hold harmless
level would need to be set at about 126 percent, or the proration mechanism
could be changed so that the hold harmless entitlements were not prorated.

JK/bf
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NOTE: MUSA*®S

TOTAL ENTITLEMENT

INCLUDED;

*»**#*INCLUDING RHP.

CHAPTER 88 PROHATION FACTOR

MINIMUM ENT.

PRORATION FACTOR

(-
R E

HEALTH Be HOSP.
= $31,000,000
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INCLUDED

= 3.704663794016
.879065571338

HOlI D HARMLESS PRORATION FACTOR

MUNICIPAL POPULATION =

LOCAL GOV*™T

BOROUGHS AND SERVICE AREAS

1 ANCHORAGE A.W.

CITY S.A.

EAGLE RIVER
CHUGIAK

GIRDWOOD

GLEN ALPS

FIRE S.A.

ROADS B DRAINAGE
POLICE S.A.

PARKS & REC.

P & R/CHUGIAK
SOLID WASTE S.A.
CHUGIAK/SOLID WASTE
BUILDING SAFETY
SPECIAL ASSESSMENT

BRISTOL BAY BOROUGH
SOUTH NAKNEK S.A.

FAIRBANKS BOROUGH
BALLAINE LAKE
DIANE
WILDVIEW ACRES
SMITH RANCH
ENGINEER CRFEK
ESIER LUMP
NORTH STAR F.P.
BECKER RIDGE
UNIVERSITY F.P.
LAKLOEY HILL
SPRUCE ACRES

HAINES BOROUGH

JUNEAU BOROUGH A.W.

S.A. 1
S.A. 3
S.A. 3
3.A. 4
S.A. 5
S.A. 6
S.A. 7

444,481

= .9907531017307

POPULATION PERCENTAGE

304,803
83,340
7,533
4,845
-487
65
189,538
168,836
185,893
189,463
13,453
184,330
14,476
184,316
93,339

1,685
335

1,934

33,115
7,373
1,667

306
1,591
10,430
766
450

46.07%
18.74%
1.69%
1.03%
0.10%
0.01%
43.65%
37.93%
41.83%
43.63%
3.80%
41.46%
3.35%
41.44%
30.75%

TOTAL

0.37%
0.05%

TOTAL

14.83%
0.03%
0.01%
0.01%
0.09%
0.03%
0.00%
1.46%
0.03%
1.61%
0.01%
0.01%

TOTAL

0.43%

5.30%
1.65%
0. 37%
0.04%
0.35%
3. 36%
0.17%
0. 10%

1 Cl-

F PQ P U

GARDINER®"S PROPOSED 135%

PRESENT LAW
ENTITLEMENT

$6,633,016
$339,840
$43,408
$37,316
$4,576

$0
$358,835
$438,495
$1,588,798
$657,089
$46,803

$31,187
$10,657,365

$4B,670
$0

$48,670

$816,434
$401
$3,074
$11,048
$3,449
$0
$3,684
$43,143
$8,519
$46,533
$3,617
$816

$937,714

$3,300

$417,940
$134,108
$39,833
$40,366
$8,970
$59,141
$4,318
$3,537

rCIsIAMCIIS:
LA TialN

PERCENTAGE

33.77%
1.18%
0.30%
0.13%
0.03%
0.00%
4.73%
3.16%
7.85%
3.34%
0.33%
0.00%
0.00%
0.00%
0.10%

53.66%

0.34%
0.00%

0.34%

4.03%
0.00%
0.01%
0.05%
0.01%
0.00%
0.01%
0.30%
0.04%
0.33%
0.01%
0.00%

4.63%

0.01%

3.06%
0.61%
0.14%
0.19%
0.04%
0.39%
0.03%
0.01%

* e

> A
A

M
M0 ENT

HB 193
ENTITLEMENT

$10,336,611
$343,0083
$35,797
$5,480
$1,089

$74
$618,638
$1,483,378
$876,653
$348,013
$15,677
$59,910
$1,955
$91,399
$131,630

$14,038,093

$106,648
$665

$107,314

$1,345,971
$1,349
$4,740
$34,330
$10,941
$648
$5,903
$16,699
$19,109
$39,944
$9,654
$1,890

$1,481,073

$33,406

$1,106,114
$317,076
$34,755
$95,347
$5,196
$37,774
$1,967
$600

ITLEM

HOLD HARMLESS AMENDMENT#mmt

E

N T S

PREPARED BY

HOUSE RESEARCH AGENCY

PERCENTAGE

33.03%
0.78%
0.08%
0.01%
0.00%
0.00%
1.99%
4.78%
3. 83%
0.80%
0.05%
0.19%
0.00%
0.39%
0.43%

45.38%

0.34%
0.00%

0. 34%

4.34%
0.00%
0.01%
0.07%
0.03%
0.00%
0.01%
0.05%
0.06%
0.13%
0.03%
0.00%

4.77%

0.07%

3.56%
0.70%
0.07%
0.30%
0.01%
0.13%
0.00%
0.00%

APRIL 30, 1980
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KENAT PENINSULA BOROUGH

CENTRAL HOSPITAL
SOUTH HOSPITAL
NIKISKI F.P.
NORTH KENAI REC.
BEAR CREEK F.P.

KETCHIKAN BOROUGH
SHORELINE S.A.

KODIAK ISLAND BOROUGH
FIRE DISTRICT 1
ROAD DISTRICT

MAT-SU BOROUGH
WASILLA F.P.
BUTTE F.P.
GREATER PALMER F.P.
SUTTON F.P.
NON AREA-WIDE
TALKEETNA FLOOD S.A.
GARDEN TERRACE

NORTH SLOPE BOROUGH

SITKA BOROUGH

-IRST CLASS CITIES

BARROW
CORDDVA
CRAIG
DILLINGHAM
FATRBANKS
GALENA
HAINES
HOMER
HOGNAH
HYDABURG
KAKE

KENAI
KETCHIKAN
KING COVE
KLAWOCK
KODIAK
NENANA
NOME

NORTH PDLE
PALMER
PELICAN
PETERSBURG
SAND POINT
SAINT MARY*S
SELDOVIA
SFWARIT

25,507
16,466
6,282
3,510
3,822
660

13,463
703

8,926
1,759
352

23,177
3,879
2,506
3,027

818
17,810
308

79

8,055

8,787

2,715
2,780
587
1,658
36,637
957
1,366
2,227
1,093
381
710
4,421
8,542
733
404
5,754
503
2,892
823
2,056
221
3,197
773
436
528
1.778

TOTAL

5.73%
3.70%
1.41%
0.78%
0.85%
0.14%

TOTAL

3.02%
0.15%

TOTAL

2.00%
0.39X
0.07%

TOTAL

5.21%
0.87%
0.56%
0.68%
0.18%
4.00%
0.06%
0.01%

TOTAL

1.81%

1.97%

0.61%
0.62%
0.13%
0. 37%
8.24%
0.21%
0. 30%
0.50%
0.24%
0.08%
0.15%
0.99%
1.92%
0.16%
0.09%
1.29%
0.11%
0.65%
0.18%
0.46%
0.04%
0.71%
0.17%
0.09%
0.11%
0.40%

*€+90,407

$41,224
$60,607
$60,607
$21,273
$15,442

$4,000

$203,156

$70,843
$3,963

$74,806

$148,075
$10,661
$18,182

$176,919

$345,104
$22,689
$14,658B
$20,911
$4,784
$0

$0

$0

$408,149
$231,661

$319,327

$34,122
$171,288
$22,863
$62,407
$2,117,319
$37,935
$49,634
$76,039
$39,136
$12,739
$18,967
$166,757
$305,179
$25,709
$13,567
$164,263
$28,578
$208,794
$29,197
$126,841
$8,048
$163,987
$30,958
$36,028
$23,674
$1R9.054

0.01%

3.41%

0.20%
0.29%
0.29%
0.10%
0.07%
0.01%

1.00%

0.35%
0.01%

0.36%

0.73%
0.05%
0.08%

0.87%

1.70%
0.11%
0.07%
0.10%
0.02%
0.00%
0.00%
0.00%

2.01%

1.14%

1.57%

0.16%
0.84%
0.11%
0.30%
10.46%
0.18%
0.24%
0.37%
0.19%
0.06%
0.09%
0.82%
1.50%
0.12%
0.06%
0.81%
0.14%
1.03%
0.14%
0.62%
0.03%
0.81%
0.15%
0.17%
0.11%
M.90X

*566
$1,489,399

$271,212
$7,892
$88,580
$8,534
$5,981
$6,182

$388,383

$243,789
$1,967

$245,757

$241,587
$5,069
$42,720

$289,377

$751,093
$4,003
$2,482
$0
$1,957
$10,370
*1,117
$630

$771,656
$286,898

$395,467

*51,255
$250,953
$45,978
$77,288
$3,070,885
$46,981
$78,145
$94,169
$48,468
$23,202
$24,043
$326,930
$585,485
$31,840
$22,758
$203,430
$62,366
$317,451
$48,109
$202,735
$24,275
$258,344
$49,105
$52,701

$39,100
4PFP. 744

0.00%

4._.80%

0.87%
0.02%
0.28%
0.02%
0.01%
0.01%

1.25%

0.78%
0.00%

0.79%

0.77%
0.01%
0.13%

0.93%

2.42%
0.01%
0.00%
0.00%
0.00%
0.03%
0.00%
0.00%

2.48%

0.92%

1.27%

0.16%
0.BOX
0.14%
0.24%
9.90%
0.15%
0.25%
0.30%
0.15%
0.07%
0.07%
1.05%
1.89%
0.10%
0.07%
0.65%
0.20%
1.02%
0.15%
0.65%
0.07%
0.83%
0.15%
0.17%
0.12%
0.84%
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

JOSCAL. . .NQTE.

REQUEST

Bill/Resolution No. Senate CS for CSHB 192

Title An Act Providing for Equalization of the Tax Rp.snnrpps nf Municipal-

Requested by Date
ities, Continuing a Portion of the Program of State Aid for Municipal
Purposes, and Providing for Minimum Payments

FISCAL DETAIL

Agency Affected Department of Community and Regional Affairs

Program Category"Affected Community Development

BRU, Program, or Subprogram(s) Affected Local Government Assistance - Grants

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES
2000 TRAVEL
300 CONTRACTUAL .
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 2,500.0

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND 2.500.0

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

The Department of Community an;l Regional Affairs estimates
that an additional 100 villages would receive minimum grants
of $25.0 under the Senate Finance Committee Substitute for
HB 192.

Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



Municipality of Anchorage

MEMORANDUM
DATE: April 18. 1980
TO: Mayor Sullivan
THRU: Lu Person, Director of Management and Budget "M
FHOM: Gene Dusek, Budget Officer

SUUIJECT: HB 192 AMENDMENT

Per Mitch, the only amendment to HB192 as passed out of the House Finance Committee

on April 17th was to increase the total amount, including hospital pass-thru funding,
to $31 million.

At a $31 million funding level, the State has estimated that $22,740,838 v/ould be
available for other than hospital pass-thru funding. At this funding level, the

following shows how Anchorage would fare under the current statutes and under
HB 192 in FY1981:

Current Statutes HB192
Amount %of State total Amount %of State total
$9,830,064 43.23% $8,190,667 ' 36.01%

The above compares to Anchorage's share of $7,849,556 (43.23%) of the State total of

$18. 157,087 if FY 1980 State-shared revenues are fully funded as per the House
supplemental.



MUNICIPALITY OF ANCHORAGE

OFFICE OF THE MAYOR

FOR YOUR INFORMATION AND 1 HOPE
YOU CAN HELP.

George M. Sullivan
Mayor

00 009 (5/76)



i/76)

MUNICIPALITY OF ANCHORAGE

OFFICE OF THE MAYOR

I HOPE THAT YOU CAN CORRECT THIS
INJUSTICE.

George M. Sullivan
Mayor



Municipality of Anchorage

MEMORANDUM
nr-°EIVGD

DATE: April 8, 1980 /APp®

Smo v
TO: Larry D. crewfiord, Municipal Manager -p MUN/C"3 i
EROM: Lu Person, Director of Management and Budget & " 1  toANAGBR

’ Gene Dusek, Budget Officer

SUBJECT:

HB192 Anchorage Revenue Sharing Entitlements

The latest House Research Agency analysis (Exhibit A) does not provide

the information that we had requested through Mitch. We wanted the

State to the program to show what Anchorage's share would be at

the various funding levels if the Minimum Entitlements were not considered

part of the base funding level but were add-ons. Exhibit A does not do

that. The first three columns are from the previous computer runs plus

a few other funding levels (but without any changes to the computer program.).
The fourth column is a total of the minimum entitlements for HB192. The

fifth column is Anchorage's entitlement (column 2) divided by column 1 less
column 4. That really doesn't tell us what we wanted to know.

| am still concerned about the state trying to compare apples with oranges.

They continue to compare what the revenue would be under full funding of
HB192 with what the revenue would be under the current statutes at about a 75%
funding level. They should be comparing full funding under HB192 with full
funding under the currcn* statutes. In Exhibit B | have attempted to do this.

A number of assumptions had to be made in preparing Exhibit B, and they

are explained in the footnotes to Exhibit B.

As shown in Exhibit B, when comparing full funding under the current
statutes versus full funding under HB192, both Anchorage's percentage of
the total entitlement as well as Anchorage's dollar entitlement are less under
HB192 until approximately a $100,000,000 funding level.

At the actual FY 1980 full funding level of $18,157,087 (excluding hospital

pass-thru funding). Anchorage is entitled to $7.8 million under the current

statutes and only $6.2 million under HB192 (that equates to 43.23% and 34.07%

of the State total, respectively). |If the State funds revenue sharing at the

commonly mentioned level of $24,000,000 (again excluding hospital pass-thru
funding), Anchorage would be entitled to $10.4 million under the current statutes,
and only $8.8 million under HB192 (43.23% and 36.67% of the state total, respectively).

| am therefore concerned not just with Anchorage's decrease in percentage of
total state shared revenue under HB192, but also Anchorage's decrease in
actual dollars received (considering 100% funding under the current statutes).

| also have some concern about trying to rationalize the behavior of the computer
program. For example, in Exhibit A, | question why the decrease in the total

Minimum Entitlement (column 4) isn't greater as we go from the $18,740,838

91-010 (5/781



funding level to the $58,000,000 level. It would seem to me that at a $58,000,000

funding level, very few, 'if any governments would not be receiving their $25000
minimum entitlement.

LP: CD: ljs

cc: Mitch Gravo

Ted Berns
Don Duhr



HD 192 ANCHORAGE
REVENUE SHARING ENTITLEMENTS*

Q <D ‘ © ©

Anchorage * Anchorage Total Minimum Anchorage Percentage
Total Entitlement Entitlement Percentage Share Entitlements Share Excl. Min. Ent.
$18,740,838 $6,416,144 * 34.24% $2,513,717 . 39.54%
20,740,038 7,285,973; 35.12% 2,509,083 39.96% -
22,740,838 K m3,190,667. 36.01% 2,504,449 4047% <
24.000.000 8,802,645 36.67% 2,501,436 40.95%
26.000.000 . 9,714,024 37.36% 2,496,802 41,33%
28.000.000 10,627,317 37.95% 2,492,168 41.66%
30.000.000 11,572,859- 38.57% 2,487,534 42.06%
40.000.000 16,120,482 40.30% 2,464,361 42.95%
50.000.000 20,710,053 41.42% 2,460,659 43.56%
58.000.000 24,386,126 42.04% 2,457,697 43.91%

* AIl entitlements include Municipal Utilitioo Service Assessment revenues and exclude health and hospital funding,
Prepared by:

House Research Agency
April 2,.1900
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ANCHOftA&E STATE REVENUE 5h/AF)A/& ENTITLEMENTS
UNQER FULL fUMQIA/Q- QF CUBRE/JF STATUTES AND HB /?3.

dd EM-IL»**e«f
~18/ B%,0f 7~

18.7/0, BBS
20,790,838
22,70, 838
29,000, 000
20,000,000
22,000,000
30,000,000
/0,000,000
S0, 000,000
55,000,000
00,000,000
0, a0, 00
to, ooo, OO0
70,000,000
100,000,000

s& t vuv/

(E*Clulm Ho

Cuvrr™f - Sfa+ut*s

Pass-Thru Funjin”™")

A‘ﬂhaﬁ S’He P r«rfod «

*%8 " *%US56 I

2,101,661/
2,130,26y
9,230,367
), 375, 200
1,238, 200
12,109,900
12.90,000
17.22, 000
21,615 000
25,073,900
25,937,000
2, 2. 600
39,589,000
38,907,000
3, 230,000

Y*'*

93.23%
93.23%
93.23%
93.23%
B.2BZ
B.23%
B.23%
93.23%
93.23%
B2
93.23%
B.20.
B.2D.
93.239.
93.23%
93.23%

HB 172

Nﬂ-ﬂ&a’iarc

6,19, (20
6.9/6,199
7,285,913
8,170,667
8,802,695
7519.02H

%), 6X7,317
((,572,857

(6,120,985

20,710,053

29,396,126

25,270,000

29, 839,000

39,399,000

38,8)7,000

93, 260,000

A Thaak"

Pci-HCptod7c
39.07%EY
3. 29%
D.12.%
36.0/%
36.67%
3?. 359,
37. 95%
38.57%
0.3,
0A92%
92.09%
R./Sh O
92.C220{0
92.932(Q
93.(3% ~
®B.26%N

EXHIBIT 5
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HOUSE RESEARCH AGENCY
Pouch Y - State Capitol
Juneau, Alaska 99811

465-3991
MEMORANDUM March 26, 1980
TO: Representative Terry Gardiner
FROM: . Jack Kreinheder, Issues Analyst
RE: " Explanation of HB 192 Equalization Formula

Research Request No. 64

You have requested that | prepare for the Finance Committee some practi—
cal examples,of how the equalization formula in Chapter 88 of HB 192 is
applied. This memorandum presents three hypothetical and three real
applications of the equalization formula. Also included in the last
section is a revised estimate of the taxation incentive under HB 192.

The HB 192 equalization formula is defined as P x R, where P = popula—
tion and R = millage rate equivalent, or local tax effort. This local
effort factor is calculated by dividing the total locally generated
revenues allowed under the bill by one-tenth of one percent of the total
property value of the taxing unit. To take a theoretical case, if a
municipality has local revenues of $1 million and a total propert
valuation of $100 million, the local effort factor would be 18 [${ million/
($100 million x .001)]. A municipality with the same tax base but $2
million in local revenues would have a local effort factor of 20
million/($1 million x .001)], and its Chapter 88 entitlement per resident
would therefore be twice that of the former community.

A third example would be a municipality with the same local revenues as
the first example ($l million), but with a tax base only half as large
(%50 million). This municipality would also have a local effort factor

of 20 [$1 million/ (350 million x .001)], and would therefore receive

twice the Chapter 88 entitlement per resident of the first example, and
the same entitlement as the second example. Although the municipality

in thesecond example raises twice the local revenues of the municipality
in the third case, the second municipality"s tax base is also twice as
large; thus, the tax burden and local effort factor of the two municipalities
is 1identical and they would receive the same entitlement per resident

under Chapter 88. of course, if the populations of the two municipalities
differed, the actual Chapter 88 entitlement for each of the two local
overnments would vary in direct proportion to their populations. Table

i summarizes the three examples presented above.
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To further illustrate the relationship of the three variables used in
the equalization formula- population, local revenues, and local assessed
property valuation- consider the communities of Kenai, Ketchikan, and
Homer. Table Il shows how the equalization entitlement is calculated
for each of. the communities. As the table indicates, the local revenues
generated by Kenai are only about 72 percent as large as those raised by
Ketchikan, but Kenai's property valuation is also about 72 percent that
of Ketchikans; therefore, the local effort factors arc nearly identical
(19.95 vs. 19.50).- These cities are placing similar tax burdens on
their residents and their equalization entitlements per resident would
thus be comparable. Ketchikan has nearly twice as many residents as
Kenai, and its total Chapter 88 entitlement would be correspondingly
greater than Kenai's.

Homer has a tax base of about $86 million, or about 64 percent of Kenai's.
If the local revenues raised by Homer were also 64 percent of the local
revenues collected by Kenai, the local effort factors and Chapter
entitlements per resident of the two cities would be identical. However,
Homer"s actual locally-generated revenues are only about 30 percent as
large as Kenai®"s. Homer®s local effort factor would therefore be less
than half that of Kenai®"s (9.17 vs. 19.95). In other words, the tax
burden on the residents of Kenai, relative to the tax base of the community,
is more than twice the tax burden carried by Homer residents. Kenai®s
equalization entitlement under HB 192 would therefore be about 2.2 times
more per resident than Homer®s. It should be noted that although Homer"s
Chapter 88 entitlement per resident would be less than either Ketchikan®s
or Kenai®"s, Homer would still receive more revenue sharing funds than it
currently receives at any HB 192 total entitlement of $27 million or
greater (including health entitlements).

One additional consideration should be mentioned. There is a fourth
factor used in determining equalization entitlements under HB 192 however,
it is applied equally to all communities. This is a proration factor
which calculates the share of the total entitlement which is distributed
under the equalization entitlement provision (Chapter 88). The proration
factor varies according to the total entitlement; at a total entitlement
of $27 million (including health entitlements), the factor is about

2.4. The actual equalization entitlement for each local government at a
total entitlement of $27 million would therefore be 2.4 times the amount
determined by application of the equalization formula.

HB 192 Taxation Incentive

The incentive for municipalities to raise tax rates in order to receive
additional revenue sharing funds under HB 192 is much smaller than 1
indicated to you at the Finance Committee meeting of 3/24. 1 had thought
that the local taxes/revenue sharing entitlement ratio was about 3 to ﬁ,
i.e., three additional dollars in local taxes would increase the revenue
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sharing entitlement by one dollar. However, test runs of the computer

model indicate that this 3:1 ration applies only to very small communities

or service areas, and that the ratio is much higher for larger municipalities.
Anchorage appears to have the highest ratio at about 23 to 1, meaning

that to obtain one additional revenue sharing dollar under HB 192,

Anchorage would have to raise an additional $23 in local taxes. The

average ratio for all the municipalities appears to be about 14 to 1
Therefore, the incentive for municipalities to raise taxes under HB 192

is much lower than _previously indicated.

JK/dp



TABLE 1
THREE EXAMPLES OF THE HB 192
EQUALIZATION FORMULA

LOCAL EFFORT

LOCALLY-GENERATED PROPERTY FACTOR
REVENUES VALUATION (millage rate equivalent)
MUNICIPALITY 1 $1 million ¥ [$100 minnion (x .001)] 10
MUNICIPALITY 2 $2 million * [$100 mitnion (x .001)] 20
MUNICIPALITY 3 $1 mitlion [$ 50 million (x .001)] 20

Prepared by:

House Research Agency
March 25, 1980



TABLE 11

THE HB 192 EQUALIZATION FORMULA

AS

APPLIED TO THREE ALASKAN CITIES
(Thousands of Dollars)

EQUALIZATION

LOCALLY-GENERATED PROPERTY LOCAL EFFORT ENTITLEMENT

REVENUES VALUATION FACTOR POPULATION (CHAPTER 88)
KETCHIKAN $3,715 + [$190,000 (x .001)] 19.50 () 8,542 (X 2.4)* = $401
KENAI 2,667 *  [$134,000 (x .001)] 19.95 ) 4,421 (x 2.4) = $212
HOMER 789 + s 86,000 x .00D) 9.17 x) 2,227 (x 2.4) = $ 49

* 2.4 is the equalization entitlement proration
factor at a total entitlement of $27 million. The
factor will vary in accordance with the total
entitlement level, as explained in the attached
memo.

Prepared by:

House Research Agency
March 25, 1980
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Pouch Y, Stale Capito
Juneau, Alaska 99811
(907) 465-3991
MEMORANDUM April 28, 1980
TO: Representative Terry Gardiner
FROM: Jack KreinhederJdJ/~q 7

Issues Analyst/™®

RE: CS for House Bill No. 192 (Finance) am
Research Request No. 64

As you requested, | have prepared new computer runs estimating the reve—
nue sharing entitlements for each municipality, as reflected in the
version of HB 192 passed by the House on 4/22/80. The following changes
were made to the original bill:

1. The total entitlement was increased from $27 million to $31
million (Section 12).

2. The hold-harmless provision was extended from three to five
years [Section 11(a)(2)],

3. In-lieu-of tax revenues from municipal utilities were included
as eligible local revenues for the purpose of determining each
municipality s local tax effort [Section 2, Section 29.88.010

1.

4. The effective date in the event of a legislative appropriation
less than that specified in the bill was changed from 1982 to
1983 (Section 12).

5. The section providing for aid to volunteer fire departments
(VFD"s) was amended on the House floor to make all VFD"s, not
just those outside cities or boroughs, eligible for State aid
under HB 192 [Section 3, Section 29.89.025(a)]-

The entitlement figures in the attached chart should be regarded as

preliminary values, primarily because we are still evaluating the fiscal
impact of the amendment pertaining to volunteer fire departments. These
computer runs, therefore, do not reflect the VFD amendment. In addition,
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it appears that there is a greater number of municipalities which col—
lect in-lieu-of tax revenues from municipal utilities than we had
originally believed. In-lieu-of tax revenues have been included for the
major municipalities, but we need to contact about 25 local governments
to *rerify the remaining in-lieu-of revenues. A new set of entitlement
figures incorporating these revenues, as well as the effect of the VFD
amendment, will be prepared as soon as the necessary data can be obtained.

Entitlement Chart

The attached chart presents three entitlement figures for each munici—
pality, together with the percentages of the total entitlement which
each figure constitutes. The first two columns contain the population
of each local government and its percentage of the state"s total popu—
lation. The next two columns show the revenue sharing entitlement and
percentage for each municipality under current law for FY 80, excluding
health and hospital entitlements. The following two columns display the
local government entitlements under HB 192, also excluding health and
hospital funding. The remaining four columns also compare present law
and HB 192 entitlements and percentages, but include the funding for
health services and hospitals.

JK/dp

Attachment
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CS FOR HOUSE BILL NO. 192 (Finance) am
PERCENTAGE BREAKDOWN OF REVENUE SHARING ENTITLEMENTS
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HB 192 Entitlement
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Hospital Funding

PRESENT LAW
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$39°840 1937 73,425 1.207
27403 0,357 9147 0.127
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[IB 192 Entitlement
Including Health &
Hospital Funding

(Total = $31,000,01

ENTITLEMENT PERCENT
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$74 :
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$1,498,712 4.32
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April 28, 1980 PERCENTAGE BREAKDOWN OF REVENUE SHARING ENTITLEMENTS
HB 192 Entitlement IIB 192 Entitlement
Excluding Health & Including Health &
Hospital Funding Hospital Funding

(Total = $22,740,838)

] PRESENT LAW H3 1P PRESENT LAW
LOCAL GOV'T POPULATION PERCENTAGE ENTITLEVENT PERCENTAGE ENTITLEVENT PERCENTAGE  ENTITLEVENT PERCENTAGE ENTITLEVENT PERCENTAGE
1Ar\|c:HoéMAgEAw'CE 20A,BD  46.077 $1,326,915  11.057 $4.080,700  17.947

W LB ] , ] , ] - $6.632,016 777 10,329,393 32

2 CI1Y S.A 8,30  13./45. $220.840 1.97. $073.425 1207 $6$239,840 3%_337_ $ 44,674 BB
3 EAGLE RIVER 7.522 1.697 $A2.408 0.3H7 97147 0.127. $2:408  0.207 002 0.037
A IAK 4.845 1.7, $7.316 0.227 %.191 0.027 $7.316 0,137 'S0 0.0IX
5  GIHD\OOI 487 0. 1. 576 0.037 $1, 0.007 $4°57/6 0.0/ 101 0.007
& GLEN 6S 0.017 0  0.007 0.007 0  0.007 $74 0.007
7 FIRE 3.A 180,503  42.657 %z 7.907. $693, 3.077. 85  4.737 625, 2.017.
n ROADS 3 DRAINAGE 1GBBPS  37.987 ; 365/ 1  $1,557.745 6. 8W. A% 20167 496.712 4.8X
9 POLICE SA. 185,393  41.827 $1.588.793 132231. g%g 4.357 $1.538.793  7.357 gma,szg 3.09%
10 & PEC. 1B9.49 &7, &57. 5477 . 1.237 657,020  3.247 50,750 0.907.
it P It RZCHGIAK 12,452 2.807 6. 0. . $17.712 0.077. 6,802 0.237 '3H0 0. (.
12 941 WASTE 3.A 184290  41.467 0.007 %7, 0.297 0 0.007 iyl 0. 9.
13 CHUGIAK/SON Iy WASTE 14.476. 257 0.007. (ol 0.007 0.007 $1.977 0. .
1A DULDING SAFBrY 184,218  41.447 0.007. $103,13 0.457 % 0.00-" $92.306 8 27
15 SPECIAL ASSESSVENT Q239 0.7/l . $21,107 0177 _ $143,002 0.677. 1,137  0.107 $132,931 ASX
TOTAL 5,352,264  44.607 $3,251,948 36.237  $10,657, ;b 52.667 $14,169,751  AS.7O1.

It BRISTOL BAY BOROUGH 1,635 0.377. $8,670  0.407 $113,80.1 0.527 247 $107,733 0.3AX
17 NAKNEK 3_A. 0.057 0.007 0.007 $48’67$8 8_007 $672  0.00X
TOTAL $43,670 0.407 $119,553 0.527 8,610 0.247 $103,456 0.347

13 FAIRBANKS BOROUGH 66,222  14.397 816,424  6.807 $1,504,315 6.617 ) $1,360,417 A
0 UA LAIME LAKE 13 0.nr 0L 0.007 08 0.007 Wieg 3L N 0.007.
20 DIANE 6 0.017 $.074  0.0Q17. 797 0.027 $2.074 0.017 1.4.70 0.017.
21 WILOVIEW ACRES 77 0.017. ‘43 0.097 4,501 0.107. $11.043 0,057 §24,Bl4 0. O%%
22 LI 433 0.097 $3.449 0.7 433 0.067 3449  0.017 11039 0.037.
71 ENGINEER CREEK 144 0.037 0.007 &7 0.007 0  0.007 0.007-
8A HMIR LUWP 10 0.007 ®, 0.077. 5,947 0.007. ©.634 0.017 $5.950 0.017
%5 NORTH STAR F.P 6,500 1.467 $42.143  0.%/. ggaes 0.087 #2143  0.207 $16.034 0.067
75  DICKER WIOGE 108 0.Q7. $519  0.077 2295 0.087 $3°519  0.047 " 263 0. 00X
%37 LA CEYITY - ‘- % 1'o€i177 $3.617 8‘% %% 8'5% %%%%% 8'3%; % 8’%’
29 50 0.017 816 0.007. . &915 0.007 3306 0.007 %%1905 0.007-
TOTAL $937,714  7.317 $1,648,174 7.247 . $937,714  4.637 $1,496,792 A 07

30 HAINES BOROUGH 1,924 0.437 $2,200 0.017 4,043 0. 107 $2,200 0.017 $23,593 0.077
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CSHB 132

WRITTEN TESTIMONY

Kuskokwim Native Association is a subregional non-—
profit association located along the middle Kuskokwim
River in Northwestern Alaska. It is my job as the Local
Government Director to provide training and technical
assistance to our four second class cities and seven
unincorporated villages, including the budgeting and
management of state and federal revenue sharing funds.

First of all, 1 would like to support the $25,000
minimum payment to qualifying municipalities which will
allow small cities to provide a higher level of service.
However, I am concerned that once again this bill does
not adequately address the needs of unincorporated vil—
lages in our state. The only revenue sharing provision
made for unincorporated villages is the aid to reg—
istered volunteer fire Departments figured at $7.50 per
capita.

IT we consider the state revenue sharing program as a
means for the state to share it"s wealth with local
governments to assist in local government function,
then we are doing a tremendous disservice to those
small unincorporated villages who are struggling to
provide some of the same services as small cities in
the unorganized borough. At a time when the Leg-—
islature is considering establishing regional units
within the unorganized borough, I1"believe that we need
to first strengthen the village local government
capabilities.

I am proposing that the state make additional state
revenue sharing Tfunds available to unincorporated village
governments who are attempting to provide local government

services. This payment could be made on actual services
provided, such as the maintenance of a village clinic, or
on a per capita basis. In most cases there is a function—

ing village council recognized by the federal government
for it"s revenue sharing payments that could also manage
the state revenue sharing entitlement.

I would appreciate you consideration of this proposal
and regret that | cannot be there in person to answer

any questions you may have. Thank you for the opportunity
of submitting this written testimony.

Cheryl Jaberak
Director

Self Determination & Local Government
Box 106

Aniak, Alaska 99557 (907) 675-4384
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Original sponsors: Gardiner, Anderson Offered: 5/5/80
and Miller Referred: Finance

BY THE COMMUNITY AND REGIONAI
IN THE HOUSE AFFAJRS COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 192
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for equalization of the tax resources
of municipalities, continuing a portion of the program
of state aid for municipal purposes, providing for
minimum entitlements, and directing state agencies to
examine and recommend changes inprogramsof stute
assistance; and providing for aneffectivedate."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. PURPOSE. It is the purpose of this Act to
(1) improve the revenue raising and distribution system for the
benefit of residents of home rule and general law municipalities by providing
for more equitable allocation of financial resources among municipalities to
improve their fiscal capacities; and
(2) assure that no municipality suffers impoverishment of neces—
sary public services, relative to other municipalities, because of the chance
location of taxable wealth in the state.
* Sec. 2. AS 29is amended by adding a new chapter to read:
CHAPTER 88. MUNICIPAL TAX RESOURCE EQUALIZATION.

Sec. 29.88.010. STATE EQUALIZATION OF TAX RESOURCES FOR LOCAL
GOVERNMENT SERVICES. (&) During each fiscal year the department shall
compute an equalization entitlement for local government services pro—
vided by a taxing unit.

(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 application of
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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 (0.1) of the full and true value of assessed property
of the taxing unit determined under AS 29.88.020(d); however, the pro—
perty 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
() includes

(A) the actual revenue derived from the levy and collec—
tion of local taxes in the taxing unit for local government ser—
vices during the preceding fiscal year of the taxing unit;

(B) motor vehicle payments received by the municipality
during the preceding fiscal year under AS 28.10.431;

(©) 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 con—
trol, including revenues derived from parks and recreation ser—
vices, mass transit, offstreet parking, and garbage and solid waste
disposal servicesj

(D) special assessments received during the preceding
fiscal year; and

(E) payments received by a municipality from a utility
which are in place of taxes levied and collected by the municipali—

ty;
(2) excludes
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(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

(©) all other revenue from whatever service derived.

Sec. 29.88.015. DETERMINATION OF POPULATION. (@) For purposes of
this chapter, the population of a taxing unit shall be determined annu—
ally by the latest figures of the United States Bureau of the Census or
other population data which, in the judgment of the department, is
reliable.

(b) The population of the taxing unit includes the population of
any military reservation which is a part of the taxing unit.

Sec. 29.88.020. DETERMINATION OF MILLAGE RATE EQUIVALENT. ©))

The department may require a municipality to return a certification,
signed by the municipal treasurer or manager and the mayor, which pro—
vides an estimate of the locally generated revenue received by the
municipality during the preceding fiscal year.

(b) By October 15 of each year, the department shall make an
initial determination of the millage rate equivalent of each taxing unit
which will be used as the basis for computing and distributing equal—
ization entitlements for the current fiscal year under this chapter.

The department shall make the determinations based upon the certifica—
tion returned by the municipality under (a) of this section.

(c) As early as possible, but not later than December 15 of each
year, the department shall make a final determination of the millage

rate equivalent of each taxing unit which will be used as the basis for
computation and distribution of equalization entitlements under this

chapter. The department shall make the determinations based on audits,
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financial statements and other financial reports prepared and submitted
by the municipality. The department shall adjust to the locally
generated revenue reported by a municipality to exclude municipal revenue
claimed by the municipality which does not qualify for inclusion in or
recognition as locally generated revenue for local government purposes
under AS 29.88.010(c)(1). The adjustment shall be made by deducting

from total revenue claims submitted by the municipality an amount equal
to the department®s estimate of revenue which 1is not recognized for

those purposes.

(d) The full and true assessed property value shall be determined
by the department in the manner provided for the computation of state
aid to education under AS 14.17.140. When the determination of locally
generated revenue includes revenue of a utility received under AS 29.-
88.010(c)(1)(E), the full and true assessed property value shall include
the computed assessed value of the utility, determined by dividing the
amount of the payment in place of taxes made by the utility by the
millage rate which would apply to the utility ifthe utility were subject
to levyand collection of taxes under AS 29.53.

(e) In addition to the computation for municipalities which )evy
and collect a property tax, the department shall determine an estimated
full and true assessed property value under (d) of this section for

(1) each municipality which is a school district and which
does not levy and collect a property tax;

(2) each second class city with a population of 750 or more
persons; however, a computation is not required under this paragraph
more often than once during a period of three successive calendar years;
and

(3) all other second class cities, by determining the average

per capita full and true assessed property valueof all cities having a
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ponulatiori of less than 750 persons in which an assessment has been
completed by a municipality or for which a determination is not made
under (l) or (2) of this subsection.

(f) The department shall annually compute a statewide average per
capita full and true assessed property value.

Sec. 29.88.025. REPORTS. A payment may not be made to a munici—
pality under AS 29.88 until the municipality has submitted its certifi—
cate of estimated revenue and its financial report to the department for
the fiscal year preceding the year forwhich the equalizationentitle—
ment 1is sought, together with a budgetfor the municipality®s current
fiscal year. The financial report shall include a listing of general
revenue collected from taxes levied and assessed by the municipality and
any other revenue which, in the opinion of the municipal officials, is
eligible for inclusion in computations of the locally-generated revenue
of the taxing unit.

Sec. 29.88.030. LIMITATION ON COMPUTATION AND USE OF PAYMENTS.

(@ An equalization entitlement generated by the general tax levy of a
taxing unit may be expended only for legally authorized expenditures of
that taxing unit, but up to 15 percent of the payment of an equalization
entitlement determined with reference to the areawide locally generated
revenue of a municipality may be expended bythe municipality at the
discretion of its assembly or council.

(b An equalization entitlement determined with reference to
revenue other than revenue obtained from the levy and collection of
taxes may be used for areawide or nonareawide purposes, at the discre—
tion of the assembly or council.

Sec. 29.88.035. TAX EQUALIZATION ACCOUNT. The tax equalization
account is established. Money to carry out the provisions of this

chapter shall be allocated by the department to the account. The amount
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allocated to the account shall be fully distributed by the department as
payments to municipalities to fulfill each municipality"s share author—
ized under AS 29.88.010, and the amount allocated to the account shall

be distributed by the department pro rata among eligible municipalities.

Sec. 29.88.040. ADMINISTRATION. (@) The department may adopt
regulations necessary to implement the provisions of this chapter. The
regulations shall include, among other provisions, (1) procedures and
filing dates for submitting financial reports; (2) procedures for ob—
taining information required to compute and determine the municipality®s
millage rate equivalent; and (3) procedures by which the department
shall notify a municipality in writing of the reasons for a proposed
disallowance or adjustment of any factor bearing upon the determination
of the municipality"s entitlement and by which the municipality will be
provided reasonable time in which to respond or to challenge the depart—
ment®"s determination.

(b) The department shall make reasonable efforts to advise and
assist municipalities in collecting information and completing reports
necessary for the determination of entitlements under this chapter.

(¢) The department shall, by regulation, classify foi inclusion or
exclusion as a component of a muncipality"s millage rate equivalent
under AS 29.88.010, any tax revenue appropriated for a utility not
included in the definition set o« in AS 29.88.045(4).

Sec. 29.88.045. DEFINITIONS. In this chapter

(1) "department"™ means the Department of Community and Re—
gional Affairs;
(2) "municipality" means a city, borough or unified munici—

pality incorporated under the laws of the state;
(3) "taxing unit" means a municipality and

(A) in a borough or unified m aicipality, a service area
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or the entire area outside cities;
(B) in a city, a differential tax zone;_l
4) "utilities" me-ns electricity:lwater, sewer, gas,
or telephone services, and refuse and garbage collection services.
Sec. 3. AS 29 is amended by adding a new chapter to read:
CHAPTER 89. STATE AID FOR MISCELLANEOUS
MUNICIPAL PURPOSES.

Sec. 29.89.010. REVENUE SHARING PAYABLE. In addition to the en—
titlements under AS 29.88, during each fiscal year the department shall
pay aid Lo a municipality or other eligible recipient which has the
power to provide the services described in this chapter and exercises
the power in the manner required by this chapter.

Sec. 29.89.020. STATE AID TO MUNICIPALITIES FOR ROADS. (a) The
department shall pay to a municipality which has power to provide for
road maintenance and exercises that power, a sum equal 1i:0 $2,500 a mile
for each mile of road, street or highway maintained by the local govern—
ment, excluding (1) the official state highway system, i2) roads, streets
or highways not dedicated to public use, (3) roads, streets or highways
maintained under the local service road program (AS 19.30.111 - 19.30.-
251), and (4) alleyways, in accordance with regulations adopted by the
Department of Transportation and Public Facilities. A payment may not
he made for maintenance of a road which is not used by automotive equip—
ment.

(b) A frozen waterway and a connection from an inhabited area to
waterway which may lie safely used for public transportation by auto—
motive equipment and is so used during a portion of a year is eligible

for a payment of $1,500 per mile if the waterway and connection are
maintained during the period of use by a municipality or combination of

municipalities. The department, after consultation with the Department
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of Transportation and Public Facilities, shall determine which waterways
and connections qualify and, where the waterways or connections lie
outside the corporate limits of a municipality, which municipalities
shall receive the payments under this subsection unless the municipali—
ties involved have agreed in writing to a particular distribution.

Sec. 29.89.030. STATE AID TO MUNICIPALITIES AND OTHER ELIGIBLE
RECIPIENTS FOR HEALTH FACILITIES AND HOSPITALS. (a) The department
shall pay

(1) to a municipality which has the power to provide hospital
facilities and services and whicn exercises that power, $1,000 per bed
for each bed actually used for patient care, limited to the number of
beds provided for in the construction design of the hospital, or $75,000
a hospital for those hospitals with 10 or more beds, or $25,000 a hos—
pital for those hospitals with less than 10 beds, as the municipality
may electj money received under this paragraph may be used only for
hospitals and shall be apportioned among qualifying hospitals as the
municipality may determine; n

(2) on the basis set out in (1) of this subsection to a muni—
cipality for a nonprofit hospital not operated by a municipality if the
municipality first certifies to the department that the nonprofit hos—
pital is in compliance with all standards for hospitals which have been
adopted by the municipality; money may not be paid on behalf of a non-—
profit hospital in the absence of this certification; payments to the
municipality shall be transferred to the nonprofit hospital in accord—
ance with the basis by which the entitlement was generated by the hospi—
tal and shall be applied to the annual cost of operation and maintenance

of the hospital or for the provision of health care service at the
hospital as the directors of the hospital determine;

(3 to a municipality in which a health facility is operated,
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$1,000 per bed for each bed actually used for patient care, limited to
the number of beds provided for in the construction design of the health
facility, or $4,000 per health facility as the municipality may deter—
mine.

(b) A hospital may not receive payment under both (a)(1l) and
(a)(2) of this section.

(c) Money received by a municipality under (a)(3) of this section
shall be used for expenses of health services or operation and mainte—
nance of health facilities as the municipality may determine.

(d) Before money may be distributed under this section, the com—
missioner of health and social services shall certify to the distri—
buting agency that any accumulation of assets by nonprofit corporations
or other recipients under this section are dedicated irrevocably to a
public purpose.

Sec. 29.89.040. STATE AID TO VOLUNTEER FIRE DEPARTMENTS IN THE
UNORGANIZED BOROUGH. (a) The department shall pay to a volunteer fire
department registered with the state fire marshal and serving an area
not in an organized borough or city a sum for protection purposes equal
to $7.50 per capita for the population serred by the department, as
determined by the state fire marshal.

()] A grant shall be made as set cut in (a) of this section to
facilitate the organization of a volunteer fire department in an area
not in an organized borough or city upon application of the proposed
fire protection group to the state fire maxsha) and approval of appli—
cations according to standards of organization and service prescribed byl
regulations adopted by the state fire marshal.

Sec. 29.89.050. POPULATION DETERMINATION. For purposes of this
chapter, population shall be determined by the latest figures of the

United States Bureau of the Census or other reliable population data,
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including but not limited to public school enrollment figures, public
utility connection, registered voters or certified employment payrolls.
Sec. 29.89.060. AREA COST-OF-LIVING DIFFERENTIAL. (a) Payments
to a municipality or other eligible recipient under AS 29.89.020 -
29.89.030 shall reflect area cost-of-living differentials. Amounts
distributed shall be based upon the sum of per capita, per mile and per
bed or facility grants due each municipality or other recipient multi—
plied by the appropriate area cost-of-living differential. The area
cost-of-living differential for each recipient shall be determined
annually by election district under the provisions of AS 39.27.030;
however, the area cost-of-living differential to be applied may not

result in an amount to be distributed less than the base allocation.

(b) The election districts used in (a) of this section are those

designated by the proclamation of reapportionment and redistricting of
December 7, 1961, and retained for the house of representatives by
proclamation of the governor September 3, 1965.

Sec. 29.89.070. MISCELLANEOUS SERVICES ACCOUNT. The miscellaneous
services account is established. Money to carry out the provisions of
this chapter shall be allocated by the department to the account in
accordance with AS 29.95.010. If amounts in the account are insuffi—
cient to pay each municipality"s or other recipient®s share authorized
under this chapter, the amounts which are available shall be distributed
pro rata among eligible municipalities and other recipients.

Sec. 29.89.080. REGULATIONS. The department shall adopt regula—
tions necessary to carry out the purposes of this chapter. The regula—
tions shall include minimum standards required to qualify a municipality

or other recipi;nt for grants for each service. The department may
require a munic .pality or other recipient to submit a performance report

adequate to demonstrate to the department that a service for which
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payment is requested under this chapter was performed by the munici—
pality or other recipient and meets the minimum standards of service
prescribed by regulation.

Sec. 29.89.090. DEFINITIONS. In this chapter

(1) "department™ means the Department of Community and Re—
gional Affairs;

(2) "health facility"”

(A) means a facility which is licensed, when required,
by the state under AS 18.20.010 - 18.20.130 and which 1is owned or
operated or both by a municipality or by a nonprofit corporation or
other nonprofit sponsor;

(B) includes a public health center, maternity honme,
community mental health center, facility for the mentally or physi—
cally handicapped, nursing home or convalescent center;

(C) excludes a facility operated or wholly supported by
the state or the federal government;

(3) "hospital” means a licensed hospital determined by the
Department of Health and Social Services to be a general hospital; the
term excludes a facility operated or wholly supported by the state or
the federal government;

Sec. 4. AS 29 is amended by adding a new chapter to read:
CHAPTER 90. STATE AID FOR HOSPITAL CONSTRUCTION.

Sec. 29.90.010. STATE AID FOR HOSPITAL CONSTRUCTION. If construc—
tion of a hospital began after January 1, 1968, and state matching aid
for construction approved for payment to the municipality or other
hospital sponsor constitutes less than 25 percent of the total project

cost, the department shall pay to the municipality or other hospital
sponsor each fiscal year a sum equal to $2,500 a bed for the maximum

number of beds provided for in the construction design of the facility
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machinery and equipment as may be necessary in connection with
the projects

(ii) an allocable portion of the administrative and
operating, expenses of the municipality or other hospital
sponsors

(iii) the cost of financing the project, including
interest on bonds issued to finance the project; and

(iv) the cost of other items, including any indem—
nity and surety bonds and premiums on insurance, legal fees,
fees and expenses of trustees, depositaries, financial advi—
sors, and paying agents for the bonds issued as the issuer

considers necessary.

* Sec. 5. AS 29 is amended by adding a new chapter to read;

CHAPTER 9 . ADMINISTRATION OF MUNICIPAL
FINANCIAL ASSISTANCE PROGRAMS.

Sec. 29.95.010. ALLOCATION AND DISTRIBUTION. (a) The Department
of Community and Regional Affairs shall allocate money appropriated to
the accounts established in AS 29.88, AS 29.89, AS 29.90, and AS 29.-
95.030(d) 1in amounts determined by the legislature.

(b) Money in the miscellaneous services account established in
AS 29.89.070 which exceeds the amount required to fully distribute
entitlements authorized by AS 29.89 shall be reallocated to the tax
equalization account established in AS 29.88.035 and distributed ac—
cording to the provisions of AS 29.88.

(c) Money in the hospital construction assistance account estab—
lished in AS 29.90.020 which exceeds the amount required to fully dis—

tribute entitlements authorized by AS 29.90 shall be reallocated to the
tax equalization account established in AS 29.88.035 and distributed
according to the provisions of AS 29.88.
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22.

ferenti.il may not result in an amount which 1is less than the minimum
entitlement determined under (a) of this section. For purposes of this
subsection, the election districts used are those designated by the
proclamation of reapportionment and redistricting of December 7, 1961,
and retained for the house of representatives by proclamation of the
governor September 3, 1965.

(c) The Department of Community and Regional Affairs shall pay to
each municipality eligible to receive payment of a minimum entitlement
under this section an amount equal to the difference between the minimum
entitlement determined under (a) and (b) of this section and the sum of
the amounts determined as payable for the same fiscal year under AS 29.-
88 and AS 29.89, except that a payment may be prorated and reduced under
AS 29.95.040.

(d) If payments are required under this section, the payments
shall be made from the money allocated to the equalization account
established in AS 29.88.035.

Sec. 29.95.030. ENTITLEMENT ADJUSTMENT. (a) A municipality may
not receive a total amount of money under AS 29.88, AS 29.89, and AS 29.-
95.020 which is less in proportion to the total amount appropriated and
allocated under those sections than 90 percent of the percentage of the
populf tion of the municipality to the total population of the state for
the fiscal year, as the population of the municipality and the popula—
tion of all municipalities of the state is determined under AS 29.88.015.

(b) When the total amount that would be received by a municipality
under AS 29.88, AS 29.89 and AS 29.95.020 is less than the amount deter —
mined under (a) of this section, .he department shall pay to the muni—

cipality, in addition to payments under AS 29.88, AS 29.89, and AS 29.-
95.020, the amount of the difference.

(c) For puposes of determining whether an entitlement adjustment
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is payable to a borough under this section, if a borough includes one or
more cities which are entitled to receive entitlements payable under

AS 29.88, AS 29.89 or AS 29.95.020, 1in addition to the entitlement of
the borough, entitlements payable to the cities shall be considered as
if they were payable to the borough.

(d) The minimum entitlement adjustment account is established.
Money to carry out the provisions of this section shall be allocated by
the department to the account in accordance with AS 29.95.010. If
amounts 1in the account are insufficient to pay each municipality"s share
authorized under this section, the amounts which are available shall be
distributed pro rata among eligible municipalities.

Sec. 29.95.040. PRORATION OF PAYMENTS. (a) Payments under AS 29.-
95.020 and AS 29.88 shall equal the amount allocated to the equalization
account (AS 29.88.035), adjusted in accordance with AS 29.90.010.

(b) Adjustments of payments shall be determined by prorating
amounts payable under AS 29.95.020 - 29.95.030 and amounts payable under
AS 29.88 by a factor which, when applied, reduces all payments in equal
proportion so that payments under AS 29.95.020 - 29.95.030 and payments
under AS 29.88 equal the amount allocated to the account established in
AS 29.88.035.

Sec. 6. AS 29.23.560(a)(3) is amended to read:
(3) tax assessment and tax levy figures as requested;
Sec. 7. AS 29.23.560(a) 1is amended by adding new paragraphs to read:
(5) a copy of the current annual budget of the municipality;
(6) a summary of the optional property tax exemptions autho—
rized in the municipality, together with the municipality"s estimate of

the revenues lost to it by operation of each of the exemptions.

* Sec. 8. AS 29.23.560(b) 1is amended to read:

(b) Compliance with the provisions of this section is a prerequi-
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