MUNICIPAL OFFICIALS: PLEASE PAY VERY CLOSE ATTENTION TO THIS MEMORANDUM. 
IT IS IMPORTANT THAT YOU HAVE THE BEST INFORMATION AVAILABLE WITH RESPECT TO YOUR COMMUNITY'S PROJECTED REVENUE SHARING BEFORE YOU COMMIT YOUR PROPERTY TAXES.

ALERT and MEMORANDUM
Fr:
State Treasurer David Lemoine ( David.Lemoine@Maine.gov )
Re: 
Fiscal Year 2006-2007 Municipal Revenue Sharing Projections
On:      July 31, 2006 ___________________________________________________________________ 
          
***ALERT***  New numbers issued last week from Maine Revenue Services for the FY 2006-2007 REV-I CAP have caused us to MODIFY EARLIER PUBLISHED REVENUE SHARING PROJECTIONS.  Our newest municipality-by-municipality projections are now available at: http://www.maine.gov/treasurer/revenue_sharing/projections.html
Distribution Explanation:

July/August Offsets for June 2006 Overpayments:    State revenues are received and set aside to the Revenue Sharing pool each month at month-end.  The pooled funds are then distributed to municipalities on or about the 20th day of the following month.  Last May (May 2006) the funds pouring into the State Revenue Sharing Pool reached the FY 2005-2006 REV-I cap, but were distributed in June entirely under the REV-I formula.  Those May distributions should have been distributed under the REV-I formula until the capped amount was reached, and the remainder should then have been distributed under REV-II.  The State paid the shorted communities the difference in June and expects to withhold distributions from overpaid municipalities in July and August until the offset is complete. 
Projected Revenue Sharing Pool for Fiscal Year 2006-2007:  Aggregate REV-I distributions to municipalities are expected to reach $96,691,312, and aggregate REV-II distributions are expected to be $21,724,433.  The total pool of Revenue Sharing funds in Fiscal Year 2006-2007 is projected to be $125,934,434, but transfers of $2,075,333 in REV-I funds and $443,356 in REV-II funds to the Fund for the Efficient Delivery of Local and Regional Services will reduce the actual distributions.  Also, $5,000,000 was transferred from REV-I funds to the General Fund in FY 2006-2007.


Probable Variance from Projected FY 2006-2007 Pool Size:  The Revenue Sharing pool is funded by setting aside 5.1% of the State Government's monthly sales, corporate and personal income tax revenues.  Of this set-aside amount, 2% is carved out each month for the Fund for the Efficient Delivery of Local and Regional Services.  Variance from the State’s projections will impact actual dollar amount distributions to municipalities.  The independent Revenue Forecasting Committee (the “RFC”) generates the State’s revenue sharing assumptions.  Some variation from aggregate projections must be expected.  
Distributions Compared to Last Year:  Distributions out of the Revenue Sharing pool are governed by the REV-I and REV-II formulas.  Because of the inter connectivity of all revenue sharing pool participants, and because of the changes occurring in key variables, (population/assessment/valuation), many communities can expect to receive a smaller distribution in FY 2006-2007 than was received in FY 2005-2006.  Others will, of course, receive an enlarged share.  The resulting projections are available on our web page cited above.  The formulas that drive those results are as follows:


REV-I FORMULA: Municipal Revenue Sharing is distributed each month to municipalities based on the Revenue Sharing I (REV-I) formula, (see 30-A M.R.S.A. s. 5681). The REV-I calculations work as follows:

1. 1.      (population x assessment)/state valuation = computed number 

2. 2.      computed number/sum of all computed numbers = proportional share of REV-I distributions 

REV-I Cap: The pool of funds available for distribution under REV-I is subject to an annual growth ceiling, also known as the REV-I Cap. The REV-I Cap is determined by the State Tax Assessor on or before September 1st each year and reflects the lower of annual changes in the Consumer Price Index (CPI) or the increase in receipts from the taxes imposed under Title 36, Parts 3 (Sales Tax) and 8, (Income Tax).  Each new Cap must not be less than the Cap for the previous year.  Once the Cap is reached (based on the tax receipts distributed the following month) all subsequent distributions for that fiscal year will be distributed using the REV-II formula.  The REV-I Cap for FY 2006-2007 has been announced informally as $103,766,645. 

REV-II FORMULA:  Municipal Revenue Sharing pooled funds in excess of the REV-I Cap are distributed under the REV-II formula. The REV-II calculation works as follows:

1. 1.      assessment/state valuation = mil. rate 

2. 2.      (mil. rate - 0.01) x population = computed number 

3. 3.      computed number/sum of all computed numbers = proportional share of REV-II distributions 

**For purposes of the program, the unorganized territory, plantations, the Passamaquoddy Tribe, and the Penobscot Nation are treated as if they were municipalities.

Conclusion:   The Municipal Revenue Sharing program remains a core element in the inter-dependence of Maine’s state and local governments.  The program’s FY 2006-2007 distributions are, however, evolving quickly and reflect macro-level changes in Maine.  For instance, we know that property values have risen dramatically and unevenly across the state, and that those valuations have impacted some communities much more than others.  Previous municipality-to-municipality valuation and assessment comparisons are no longer valid.  Population shifts have further moved the mark between communities.  And since all municipalities draw from the same pool of Revenue Sharing funds, the changes in how the formulas impact any single municipality impact the draws for every other pool participant. 

The result this year is an enhanced need for each community to carefully review its projected distributions for FY 2006-2007, and to understand how changes in key variables (assessment/valuation/population) across Maine impact its specific distributable share of the pool.  The need to recognize the tenuous nature of the projections will remain as a critical budgeting skill as well.
    
