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SPONSOR: Representative Garcia

BILL SHORT TITLE: Distributing portions of the Oil and Gas Emergency School Tax to Human Service Department’s low income home energy assistance program

DESCRIPTION: This measure would transfer portions of the oil and gas emergency school tax from the General Fund to the Income Support Division of the Human Services Department for expenditure in the low income home energy assistance program. The formula by which distributions would occur is shown below.

Monthly Distribution = .30 x(collections, year to date - (adjusted base year revenue( - distributions, year to date(,   

Where:
“collections, year to date” is the total amount of oil and gas emergency school tax collected during the current fiscal year through the month for which distribution is to be determined; 


“adjusted base year revenue” is the oil and gas emergency school tax receipts for the entire FY 2000, adjusted by a CPI-based inflation factor; and


“distributions, year to date” is the total amount of oil and gas emergency school tax distributed in prior months of the current fiscal year.

The oil and gas emergency school tax distributed in Fiscal Year 2000 totaled approximately $165.5 million and the rate of inflation has averaged about 3 percent in recent years. So, “adjusted base year revenue” would be approximately $170 million ($165 million x 1.03) in FY 2001. That amount would increase by approximately 3 percent thereafter. Since “collections, year to date” would be roughly 1/12th of this amount for July, 1/6th of that amount for August, etc., the calculated distribution figure would be negative during the early, and perhaps even latter months of any particular fiscal year. No distribution to the Human Services Department would be made under the proposal when this occurred. 

EFFECTIVE DATE:  July 1, 2001

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:
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*depends on revenues from the emergency school tax and rate of inflation. If it is assumed that the inflation-adjusted figure for the emergency school tax in FY 2000 is $170 million, and emergency school tax revenues total $241 million in FY 2002 as would be consistent with the current forecast, the difference between these amounts -- roughly $71 million  -- multiplied by thirty percent, or $21 million, would be transferred to HSD due to the proposed program. Amounts distributed would most likely vary greatly due to variations in oil and natural gas volumes and values.

In years when oil and gas prices fall, “adjusted base year revenue” will always exceed current collections, even for the entire year. No distributions would be made in such a year. Presumably this is intended.

ADMINISTRATIVE IMPACT:  The program could probably be administered with current TRD resources.

TECHNICAL ISSUES:

1)
The proposed statute seems to call for negative distributions. This should be corrected by, for example, inserting a statement that no distribution shall be made when the calculated amount is zero or less than zero.

2)
Since a distribution under the formula as written would not occur until late in a particular year in most cases, it might be appropriate to convert “adjusted base year revenue” to something like the average monthly emergency school distribution in FY 2000 times the number of months in the current fiscal year or on the actual base year collections (as adjusted) for the relevant number of months.

3)
It is not clear that including the prior distributions in the formula works in the way intended. It would be cleaner to calculate the distribution in two steps: (1) determine 30% of the difference between current collections and adjusted base year collections; and (2) subtract prior distributions from the amount found in (1).

OTHER IMPACTS AND ISSUES: none




















































