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MUNICIPAL STATE AID AND 
REVENUE SHARING 

Property tax is the primary 
source of local revenue.

Reductions in any state aid 
program, or the shifting of state 
costs to municipalities, most often 
results in increased property taxes. 

Conversely, increased or 
additional state aid or revenue 
sharing will decrease the local tax 
effort. 

• Education funding 
received by school 
districts affects the local 
school property tax rate, 
not the municipal 
property tax rate.



General Principles

Home Rule? 

• All power comes from legislature.
• Find a law that allows action, either express or 
necessarily implied.
• Not enough to say “no law says we can’t do it.”

•Girard v. Allenstown, 121 N.H. 268 (1981).



What it means to be a Political 
Subdivision of the State. 

State law authorizes municipalities (cities, towns, schools & village districts)  to exercise a broad 
range of powers:

•Raising funds through taxation or borrowing, enacting ordinances to regulate specific matters, purchasing and selling 
property, hiring employees, entering into contracts, and regulating land use through planning and zoning regulations. 

All powers may be exercised only within the limits authorized by state law. 

Municipal authority over police and fire departments, roads, solid waste disposal, water and sewer 
facilities, schools and many other areas is governed by state law, and thus is ultimately controlled 
by the legislature. 

Consequently, there are many opportunities for legislation to affect municipalities. 

Legislators may not always recognize the effects of state legislation on municipalities unless they 
hear about these effects from the local officials who have to deal with them.



The State Budget and all proposed Legislation 
must:

Pass the House

Pass the Senate

Governor



State 
Agency

6/2022 -
9/30/22 

Plan and 
Request 

Operating 
Budget

Governor 10/1/22 –
2/15/23

Reviews Agency 
Budget Requests

Recommends 
Governor’s 

Budget

Legislature 2/15/23 -
6/30/23

Reviews
Agencies’ & 
Governor’s 

Recommendations
Compiles Budget for 
Governor’s Signature

State Biennium Budget Process FY 24/25



Biennial State Operating Budget 
and Trailer Bill.

Chapter 90 (HB 1) and
Chapter91 (HB2) comprise the state 

operating budget 
Appropriations are contained in (HB1) 

 The trailer bill (HB2) contains  
statutory changes necessary to 

implement the budget for the two-year 
period July 1, 2021, through June 30, 

2023.

The current state budget had 
an effective date of July 1, 2021.

The FY 24/25 budget process  has 
begun and will be decided in the 

upcoming Legislative session with 
an effective date of July 1, 2023. 

Current State 
Budget 

HB1/HB2 – FY 22/23 

http://gencourt.state.nh.us/bill_status/billText.aspx?sy=2021&id=1079&txtFormat=pdf&v=current
http://gencourt.state.nh.us/bill_status/billText.aspx?sy=2021&id=1080&txtFormat=pdf&v=current


A record $430.1 million budget surplus in the 2022 fiscal year





Types of State Aid to Cities & Towns

• Meals and Rooms Tax Revenue Distribution
• State Revenue Sharing (Suspended 2010-2023)
• State Normal Retirement Contribution (Repealed 2013)
• Railroad Tax Distribution
• State Municipal Aid Grants (One-Time Revenue:  Added 2020-21 and 

2022)

General Funds: 

• Flood Control
• Landfill Closure Grants
• Public Water System Grants/Water Supply Land Protection Grants
• Pollution Control Grants – State Aid Grants (SAGs)

Environmental: 

• Highway Block Grants
• Highway Construction Aid
• State Municipal Bridge Aid

Highway: 

MUNICIPAL REVENUE SHARING 
and STATE AID SOURCES



NOTE:  Revenue Sharing (RSA 31-A) is no longer included in “Schedule of State Aid..” has been suspended since 2009

The ‘

NOTE:  Revenue Sharing (RSA 31-A) is no longer included in “Schedule of State Aid..” has been suspended since 2009

The ‘BOOK OF STATE AID TO CITIES AND TOWNS’ is now available on the LBA’s website:  
http://www.gencourt.state.nh.us/lba/default.aspx

LBA 
10/01/21

http://www.gencourt.state.nh.us/lba/default.aspx




HB1/HB2 - FY 22/23 Budget
• Discontinues one time funding 

for communities with lower taxable 
property values per student.

• Targeted aid for communities 
with high concentrations of low-
income students

• Temporary adjustments for 
districts experiencing lower 
enrollment during the pandemic.

• $100 Million cut to the statewide 
education property tax. (SWEPT)
• Has varied impacts

Education Funding
2022 Legislative 

Session 

 SB 420 -establishes 
“extraordinary need grants” 
for schools.

 Provides targeted funds in 
addition to regular adequate 
education grants and relief 
grants. The extraordinary 
need grants would be 
calculated based on a 
district's total property 
values divided by the 
number of students eligible 
for free and reduced-price 
lunch.



2022 State Surplus Related Legislation 
 HB 1221- 7.5% state contribution to 

the employer’s share of Group I , 
teachers and Group II Police and Fire 
NHRS costs. (Estimated $27 million)

 SB 401- Using state general fund 
surplus generated in fiscal year 2022:
 $36 million in municipal bridge 

aid;
 $30 million in municipal highway 

block grants; 
 $1 million toward the body worn 

and dashboard camera fund. 
 $25 million added to the PFAS 

remediation fund.

From January to 
June,2022, the 
Legislature spent 
$261.7 million
— or 60% — of 
the $430.1 
million surplus.

Almost $150 million was 
made available to 
municipalities in the 2022 
Legislative Session



Data Source:  NHLBAO State Aid Chart Dated 6/2021 and 2022 Legislative Session 
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PREVIOUS DISTRBUTION
• 9% tax levied on food or 

beverages from restaurants, 
hotel rooms, and car rentals; 
The tax was raised from 8% in 
2010.

• Funds the General Fund, 
Education Trust Fund (car 
rentals portion), certain school 
building aid, and 
municipalities.

• Municipal Distribution:  set 
by law at 40% of revenue, but 
the formula enacted in 1993 to 
reach that percentage has been 
suspended – 10 of the last 14 years

CURRENT DISTRIBUTION
• What changed? : House Bill 2 :
• Suspends revenue sharing with cities and towns for the 
biennium. 
• Suspends the crediting of meals and rooms tax revenue to 
the division of travel and tourism. 
• Establishes the meals and rooms municipal revenue fund 
for the distribution of meals and rooms tax revenues by the 
state treasurer to towns, cities, and places.

• The meals and rooms tax levy dropped from 9% to 8.5 % 
which took effect on October 1, 2021.

• Distribution of 30 percent of the revenue to municipalities 
and moved the funds to a dedicated fund, based on percentage 
of actual revenue collected in the prior fiscal year, rather than 
the previous distribution which was a set number in the budget 
based on estimated revenues. Due to the creation of the 
dedicated fund, if the state continues to exceed revenue 
projections for Meals and Rooms, municipalities will continue 
to see an increased benefit.

• The actual distribution last year- under the new law -
was approximately 45% above last year’s distribution, using a 
state-wide average. 

SIGNIFICANT CHANGES MADE -2021
MEALS & ROOMS (RENTALS) TAX DISTRIBUTION



Changes to Meals and Rooms Revenue Sharing 

FY 19- FY 21 Meals and 
Rooms Tax Distribution -
$68.8 million per year 
(distributed based on 
population estimates).

FY 22 ESTIMATED
The ESTIMATED Meals and Rooms Tax 
Distribution – $92.5 Million

FY 22 ACTUAL- Under the New Dedicated 
Fund
 $100.5 million was distributed based on 

population estimates.

 A 45% +/- Increase over 2021 Distribution

We only have ESTIMATES for State FY 23, which 
were anticipated to be - $95.6 million.
 FY 23 ESTIMATES are 8.5% BELOW FY  22 

based on unaudited state year end report, but 
substantially higher than past decade. 

Distribution amounts increased from 
$68.8 Million to $100.5 Million for State FY 22/ November 

2021 DRA tax rate setting



Meals & Rooms Tax…. ‘Municipal Share’
20 YEARS:  2001 - 2023
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In 1969, the State reformed how businesses were taxed . . .

 Business Profits Tax (BPT):  Implemented -- REPLACING:

 Antiquated Taxes:  Eliminated
 ‘Assessed and Collected’ by Municipalities

• including tax on machinery, stock in trade, taxes on studhorses, poultry, 
domestic rabbits, fuel pumps/tanks and other taxes…which were part of the 

 ‘Property Tax Base’ for municipalities, school districts, and 
counties

REVENUE SHARING  – RSA 31-A



CHAPTER 31-A
RETURN OF REVENUE TO CITIES AND TOWNS

31-A:1 Return of Revenue.  – Commencing in 1970 and in each year 
thereafter, a portion of the general revenue of the state shall be returned to each city 
and town of the state.

RSA 31-A:5



 In FY 2023 the estimated cumulative loss ( 2010-2023) to municipalities = $350 million 

This allocation has been dropped from the state charts due to over a decade of inactivity. 

2010- 2023

$ 350 million
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HB1/HB2 - FY 22/23 Budget
 Highway Block Grants 

 $34.3 Million FY22 
 35.4 Million FY23
 -$2.8 Million from previous 

budget.
Distributed based on road 
mileage and population 

 Municipal Bridge Aid - $6.8 
million/year 

 10 year waiting list

Last Legislative Session
 SB 401- Using state general fund 

surplus generated in fiscal year 2022:
 $36 million in municipal bridge 

aid;
 $30 million in municipal highway 

block grants; 
 $1 million toward the body worn 

and dashboard camera fund.* 
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State Aid Grants for Pollution Control (Wastewater Projects)

Existing Approved Grants
$0 Allocated  FY22/23 Budget

FY 22 Legislative Session- Retained SAG Grants were partially funded- HB 398 would 
appropriate $5.7 million for fiscal year 2022 and $6.9 million for fiscal year 2023 to fund 
the 11 forgotten, eligible wastewater projects not funded in the current biennium, 
plus 110 new projects that expected to be eligible for grant funding in fiscal years 2022-23.
HB 412 -did not pass,but would have  appropriate $500,000 for each of fiscal years 2022 and 2023 for 
public water supply grants.

https://www.nhmunicipal.org/sites/default/files/uploads/legislative-bulletins/sag_prioritizedneedbudgetdetail_11projects_2021-01-04.pdf%22%20/t%20%22_blank%22%20/o%20%22NH%20Municipal%20Association
https://www.nhmunicipal.org/sites/default/files/uploads/legislative-bulletins/sag_listhopefulprojects_fy22-23_2021-01-04.pdf


State Aid Grants – Water Pollution Control    (RSA 486)
• 10-year average grant payments:  $6,000,000;   (2022:  $8,096,438)

Public Water System Grants                      (RSA 486-A)
• Water Supply Land Protection (WSLP) Grant Program

• 10-year average grant payments:  $953,000;  (2020: $651,960 vs 2023: $545,225)
• No appropriations for ‘new’ projects since 2008- decline in funding

Landfill Closure Grants                              (RSA 149-M:41-50)
• 10-year average grant payments:  $778,000;   (2020:  $388,936 vs 2023:$368,194)

Flood Control                                            (RSA 122:1)

• 10 year average grant payments:  $748,000    (2020:  $789,328)

NH Drinking Water and Groundwater Trust Fund     (RSA 6-D, 485-F)

• Created in 2016 - $276 Million from MtBE lawsuit against Exxon-Mobil

PFAS Remediation Loan Fund                      (RSA 485-H:9)
• Created in 2020 - $50 Million for low-interest loans
• $25 Million added in 2022 



New Hampshire Retirement System
State Contribution History

1967
40%

• Teachers
• Police
• Fire

1977

35%

2009
2010:  
30%

2011:  
25%

2012:  
35%

2011
2012:

35% 0%
$3.5 million 
‘one-time 

transitional’ 
appropriation

2013*
0%

*35% of the Employer Contribution 2013-2021  =  $729.5 Million

2022

•7.5 % Contribution
•Est. $27 M
•One –Time 
payment 



HB 1221 provides a one time 7.5% state contribution to the employer’s 
share of Group I , teachers and Group II Police and Fire NHRS costs 
in FY 23 using FY 22 state surplus.  (Estimated $27 million)



POLITICAL SUBDIVISION EMPLOYER CONTRIBUTION RATE
FYs 2022-25

New Rates

Current Rates

7/1/21-6/30/23
Employer 

Contribution Rate Percent Increase

7 /1/23-6/30/25 
Employer Contribution 

Rate
GROUP I
Employees 11.17 % 14.06 % 25.87 % 13.53%
Teachers 17.80 % 21.02 % 18.09 % 19.64%
GROUP II
Police 28.43 % 33.88 % 19.17 % 31.28%
Fire 30.09 % 32.99 % 9.64 % 30.35%

Employer contribution rates for the four membership classifications – Employee, 
Teacher, Police, and Fire – will decrease from the current rates. 

“The  rate decrease is primarily the result of strong investment performance over the 
five-year period ending June 30, 2021”.- NHRS 

https://www.nhrs.org/docs/default-source/employer-contribution-
rates/2024_2025_contribution_rates_psub.pdf

https://www.nhrs.org/docs/default-source/employer-contribution-rates/2024_2025_contribution_rates_psub.pdf


The Property Tax Process

NH Assessor’s Resource- https://www.revenue.nh.gov/mun-
prop/property/documents/asb-manual.pdf

https://www.revenue.nh.gov/mun-prop/property/documents/asb-manual.pdf


The Property Tax Process

Appraisal:  At least every 5 years

Assessment:  As of ‘April 1’

Tax Rate Setting:  In the Fall

Collection:
Billing, Liening, and Deeding 





Understanding Tax Policy 
The four taxes that make up the tax rate – create the overall 
total tax rate.

An increase in assessed value does not necessary translate into 
an increase in property tax.

The four rates are added together to produce the town or city’s 
overall tax rate. 

For an individual homeowner, the overall tax rate is then 
multiplied by the assessed value of that home and then divided 
by 1,000. 



Setting the Tax Rate

Municipal Tax

County Tax

Local Education

State Education  
(SWEPT) 



Gross Appropriations

Revenues

Overlay (5% Max)

Veterans 
Credits

Local Assessed 
Property Valuation

Tax Rate per 
$1,000  Valuation

$20,207,555

$8,024,656 

$4,406

$438,750

Net Municipal 
Tax Effort

$12,626,055

$1,411,324,700 

$8.95

Municipal Tax Rate 



Local Assessed Val.

State Education Tax 
Rate per $1,000

$263,000,000

% Proportion to Total 
State Equalized Val.

Net State Education 
Tax Effort

State Education Taxes



Gross School
Appropriations

Revenues

Local Assessed 
Property 
Valuation

Tax Rate per 
$1,000  valuation

Net School Tax 
Effort

School Tax Rate



Gross Appropriations

Revenues

Local Assessed Val.

County Tax Rate 
per $1,000

$27,744,315

$14,780,875 

$12,963,440

15.3907%

Total County Tax

$1,995,162

$1,711,107,085

$1.17

% Proportion to Total 
County Eq.Value

Net County Tax 
Effort 

County Taxes Alton



Assessments Must Be Reasonably ‘Proportional’



Anytown, NH 2 Similar Properties – Located in Same Neighborhood

$10,000 – TOTAL TAXES NEEDED
ASSESSMENT: SCENARIO # 1
 • Property A $ 250,000
 • Property B $ 250,000
TOTAL ASSESSED VALUE: $ 500,000

 SET THE TAX RATE:     $10,000      ÷ $500,000 = $20.00/$1,000 
 (tax needed)       (assessed value)          (Small Town Tax Rate)

TAX AMOUNTS BILLED:
 • Property A:  $ 250,000 x $20 tax rate  = $  5,000 property taxes
 • Property B:  $ 250,000 X $20 tax rate  = $  5,000 property taxes
TOTAL TAXES BILLED $10,000 Total Taxes
____________________________________________________                       ____
ASSESSMENT: SCENARIO # 2
• Property A $ 275,000

• Property B $ 275,000

TOTAL ASSESSED VALUE: $ 550,000

SET THE TAX RATE:     $10,000      ÷ $550,000          =   $18.18/$1,000 
(tax needed)        (assessed value)         (Small Town Tax Rate)

TAX AMOUNTS BILLED:

• Property A:  $ 275,000 x $18.18 tax rate  = $  5,000 property taxes

• Property B:  $ 275,000 X $18.18 tax rate  = $ 5,000 property taxes

TOTAL TAXES BILLED $10,000 Total Taxes



The 
Equalization 
Process
 Equalization necessary 

for shared taxes

 County, Co-op School, 
Statewide Education

 DRA adjustment 
reflects proportionality 
to other municipalities



Equalized Property Values



DRA 2021 EQUALIZATION SURVEY
https://www.revenue.nh.gov/mun-prop/property/equalization-
2021/index.htm

https://www.revenue.nh.gov/mun-prop/property/equalization-2021/index.htm


$1,411,324,700
Local Assessed Value

$1,411,324 = $1.00
$141,132    = $.10
$14,113      = $.01

The ‘3-Finger’ Rule



Property Tax Calculation

• $300,000 
Assessment

$   300.00 
x $         8.95 
=$2,685.00



Estimated Impact on the Tax Rate
$400,000 Culvert Repair

$1,411,324,700
Local Assessed Value

1) Quick Estimate using “3 Finger Rule”: 
$141,132 =  $  .10  = $0.30 tax rate

-or-

2) Appropriation ÷ by Total Assessed Value = Tax 
Rate

$400,000
$1,411,324,086 =  $0.28 tax rate



ESTIMATED Cost  for Your Municipality?
2021 Net Local Assessed Valuation = $__________

$1.00 on the tax rate  =  $_________

$.10 on the tax rate    =  $_________

$.01 on the tax rate    = $_________

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIvrpMvX78cCFUnzPgodvnMKFA&url=http://advent-inc.com/documents/currencyhandling.html&bvm=bv.102537793,d.cWw&psig=AFQjCNGL0cOtBUmoc2xO4-hK2TXbd9URjQ&ust=1442084890396975
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIvrpMvX78cCFUnzPgodvnMKFA&url=http://advent-inc.com/documents/currencyhandling.html&bvm=bv.102537793,d.cWw&psig=AFQjCNGL0cOtBUmoc2xO4-hK2TXbd9URjQ&ust=1442084890396975
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIvrpMvX78cCFUnzPgodvnMKFA&url=http://advent-inc.com/documents/currencyhandling.html&bvm=bv.102537793,d.cWw&psig=AFQjCNGL0cOtBUmoc2xO4-hK2TXbd9URjQ&ust=1442084890396975
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIvrpMvX78cCFUnzPgodvnMKFA&url=http://advent-inc.com/documents/currencyhandling.html&bvm=bv.102537793,d.cWw&psig=AFQjCNGL0cOtBUmoc2xO4-hK2TXbd9URjQ&ust=1442084890396975
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIvrpMvX78cCFUnzPgodvnMKFA&url=http://advent-inc.com/documents/currencyhandling.html&bvm=bv.102537793,d.cWw&psig=AFQjCNGL0cOtBUmoc2xO4-hK2TXbd9URjQ&ust=1442084890396975
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCIvrpMvX78cCFUnzPgodvnMKFA&url=http://advent-inc.com/documents/currencyhandling.html&bvm=bv.102537793,d.cWw&psig=AFQjCNGL0cOtBUmoc2xO4-hK2TXbd9URjQ&ust=1442084890396975


NHMA EVENTS AND RESOURCES
Visit : https://www.nhmunicipal.org/ and subscribe today!

https://www.nhmunicipal.org/


Contact NHMA
governmentaffairs@nhmunicipal.org

603.224.7447
Katherine Heck

kheck@nhmunicipal.org
www.nhmunicipal.org

mailto:governmentaffairs@nhmunicipal.org
mailto:kheck@nhmunicipal.org
http://www.nhmunicipal.org/
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