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C h a r l i e  P a r r  X 
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T erry E a r l y, State A s s e s s o r  
M e n t ions changed fiscal note

M a r i l y n  M i l l e r , Ak. M u n i c i p a l  League
Says that two additional  people, as called for in fiscal 

note by C&RA, are not warrented. N avada found that they 
did not need any a dditi onal employees. In reviewing the 
bills introduced in C & R A  v;hich w o u l d  have r equired fiscal 
notes, the Munic i p a l  L eague only identified 3. The Munic i p a l  
League w o u l d  assist in d e t e r m i n i n g  the costs. League sees 
the amount of travel b u d g e t e d  for as unwarrented. The League 
supports the bill.

Parr - Ques tions the ability of the department to meet the 
requirements of the bil ls w i t h  the large number of m u n i c i p a l i t i e s  
w h i c h  exist statewide.

Early - Defend fiscal note. This session there were 50 fiscal 
notes required. Round figures would be used. Ancho r a g e  spent 
3 m a n  days getting figures just for 1 bill. Nevertheless,
Dept, sees sit as a p o s i t i v i e  exercise

Suggestion made to delete 
s i g n i f i c a n t " .

"an" on line 15 and add "r

C O M M I T T E E  ACTION: Bill p as sed out.

T A P E  #  4 SIDE 2_____ F o o t a g e  709-873
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BILL HUMBER AND TITLE: HB 586 R e q u iring fiscal notes for bills h a v i n g
fiscal impact on m u n i c i p a l i t i e s

ORIGINAL SPONSOR : Joint H o u s e / S e n a t e
C&RA Committees 

RECEIVED FROM:

M E M BERS PRESENT: Bill Parker X  

Margaret B r a n s o n‘X  

Pat O'Connell * X

INDIVIDUALS CONTACTED:

OTHER SPONSORS: 
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Pat CarneyX 

Charlie Parr X
Fred Zharoff X-

Ray Metcalfe

None

WITNESSES TESTIFYING:

T here .was dis cus s i o n  among the c o m m i t t e e  members of the 
d e s i r a b i l i t y  of a further referr al of the bill to Finance  
Committee. Concerns w e r e  expressed:
1 . that a fiscal note w o u l d  have to be prepared even if

the amounts were minimal
2. it w o u l d  be difficult and costl y for DC&RA to have to

contact all m u n i c i p a l i t i e s  in the state (the Dept, 
r e s p o n d e d  that the fiscal n o t e  w o u l d  be "general" 
and mi ght be developed to.rela te to categories of 
cities (first, second, home rule, etc.)

3. there was concern that the next step migh t be, as
in other states,' that once the costs to the muni ci- . 
pality are identified, the m u n i c i p a l i t i e s  might 
want the state to pick up the costs (16 states 
curren tly are r e q u i r e d  to r e i m b u r s e  and 4 others 
require  fiscal notes)

4/ ways of tying the d evelo pment of- the fiscal note to 
some meaningfu l figure m i g h t  be to calcu l a t e  if 
it w o u l d  require a c e rtain %  expend i t u r e  of the 
m u n i c i p a l  budget; or if it w o u l d  re sult in an increase 
in local t a x e s . The committee then d eter mined that 
it w o u l d  take substantial w o r k  on the part of the 
Dept. C&RA to determine this as well.

Rep. Parr pointed out that the M u n i c i p a l  Leagu e does 
keep the legislature informed re the costs of l e g i s­
lation for munic i p a l i t i e s  now. C h i t w o o d  r e s p onded that 
the League only represents 1/3 of the inc orporated 
cities and she did not feel that the legislatare 
n e c e s s a r i l y  w a n t e d  to rely solely on the information

COMMI Ifl.L A C T I ^ : a lobbX i s r * . . , ....
T o o k  no a c t i o n  on the bill

t a i m : /■ SIDE Sections



M a r c h  12, 1980

To: H o u s e  C o m m u n i t y  and R e g i o n a l  A f f a i r s  C o m m i t t e e

From: G i n n y C h itwood, E x e c u t i v e  D i r e c t o r

A l a s k a  M u n i c i p a l  L e a g u e

Re: HB 586

T h e  A l a s k a  M u n i c i p a l  L e a g u e  s u p p o r t s  HB 586, F i s c a l  Notes.

Fi s c a l  n o t e s  e s t i m a t e  th e  e f f e c t  o n  the e x p e n d i t u r e s  or r e v e n u e s  

of a l ocal g o v e r n m e n t  of i m p l e m e n t i n g  or c o m p l y i n g  w i t h  a p r o­

posed s ta t e  law. T h e s e  n o t e s  can p r o v i d e  i n f o r m a t i o n  for b o t h  

l e g i s l a t o r s  a n d  l o c a l r e p r e s e n t a t i v e s  on the e f f e c t  of s ta t e  l a w  

o n  localities. P r e s e n t l y ,  t w e n t y  five st a t e s p r o v i d e  some type 

of formal p r o c e d u r e s  for a t t a c h i n g  fi s c a l  n o t e s  to p e n d i n g  l e g i s­

lation a f f e c t i n g  s t a t e  finances. T w e n t y  two st a t e s  h a v e  e n a c t e d  

fiscal not e  p r o c e d u r e s  c o v e r i n g  p r o p o s e d  l e g i s l a t i o n  a f f e c t i n g  

local governments.

T h e  f o l l o w i n g  m a t e r i a l  is a t t a c h e d  for y o u r  info r m a t i on :  

I n f o r m a t i o n  b u l l e t i n s  fro m  the A d v i s o r y  C o m m i s s i o n  on 

I n t e r g o v e r n m e n t a l  R e l a t i o n s

P r o c e d u r e s  n o w  i n  e f f e c t  in Neva d a,  C a l i f o r n i a  anJ C o n n e c t i c u t .  

T h a n k  y o u  for yo u r  c o u r t e o u s  c o n s i d e r a t i o n  of this matter.

M E M B E R  OF THE NATIONAL LEAGUE OF CITIES A N D  THE NATIONAL ASSOCIATION OF COUNTIES



FISCAL NOTES ON LOCAL GOVERNMENT LEGISLATION IN OTHER STATES

State of California

Procedure: Any legislation which would impact a local government as to

loss of revenue is assigned to a legislative fiscal committee 

by the Rules Committee. In the House it is the "Ways and Means 

Committee"; in the Senate it is the "Finance Committee". The 

committee secretary requests a fiscal note from the Dept, of 

Finance and the Legislative Analyst Division. Other agencies 

also get involved depending on the policy.

Opinion of Efficacy:

The staff of the California Legislative Analyst Division feels 

the system is working very well.

Fiscal Impact: Since fiscal notes are also prepared on legislation with

only state impact and the process has been going on for a 

considerable time now, the staff could not make a determination 

as to h ow many people were employed because of local government 

fiscal notes. The process was originally established as part 

of the legislative rules.

# //
State of Connecticut

Procedure: The passage of a bill in Connecticut differs from Alaska. First, 

the bill is proposed to a committee in rough form. Then it is 

worked on by that committee which formulates language. Then, it 

is sent to the Legislative Commission Office where the bill is put 
into legal language. At that time the Legislative Commission 

Office furnishes a list of bills which have possible fiscal impact 

to the Office of Fiscal Analysis. Staff members determine fiscal 

impact hy contacting the individual communities or other agencies, 

depending onthe nature of the bill.

Opinion of Efficacy: The staff of the Office of Fiscal Analysis feels the

system is working well with only minor difficulties. Sometimes 

the major source for information on which to base the fiscal 

impact is not all that good. This year, in order to overcome 

any difficulties wit h  the collection of data from the municipalities, 

the state will begin working closely with the Connecticut Conference 

of Municipalities. CCM will play a major role by being a liaison 

between the state and the municipalities and will expedite the 

gathering of more reliable information.

Fiscal Impact: The Office of Fiscal Analysis added four persons to their
staff in order to accomplish the added responsibilities. Fiscal 

notes on local government legislation went into effect in 1979.
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FISCAL NOTES ON LOCAL GOVERNMENT LEGISLATION IN OTHER STATES

State of Nevada

Procedure: Fiscal notes are required on local government legislation if

there is more than $2,000 of impact. This figure is determined 

by the bill drafters with the cooperation of the Nevada legis­

lative Council Bureau. It is an arbitrary level, most bills 

would have more impact than $2,000.

The Bureau contacts municipalities who estimate the impact on 

their communities. There is a ten day limit on fiscal notes for 

state legislative impact, set by law, so a ten day limit has 

been arbitrarily set for local government fiscal notes alsc.

Opinion of Efficacy: The Bureau staff feels the system is working well. If, 

in minor instances, the Bureau feels a local government is ' over­

estimating" or "underestimating" because of political pressures, 

or if the local government is uncooperative, the staff will go 

to other agencies to collect the needed data.

Fiscal Impact: No additional personnel has been added to the Bureau's office

staff for this task. It is being handled by one person. It 

began in 1979.

# //



O fficial Business

^ A l a s k a  j i f a t e  ^ a e g t s l a t u r t

Senate
CommiUee on 

Community &  R e g io n i l A ffa irs
Pouch V  

State Capitol 
Juneau, Alaska 99811

March 8, 1980

TO: Senator John Sackett

Senate Finance

FROM: Senator Arliss Sturgulewski 0^
On March 6 the Senate Community and Regional Affairs Committee passed 

out SB 352 with a unanimous do-pass. The next committee of referral is 

Senate Finance. There has been growing interest in many rtates to have 

state legislatures more aware of the financial implications of their 

actions on local governments. Alaska seems to be no exception to that 

interest. For example, Senators Hackney, Ziegler and Kelly introduced 

SB 309, An Act requiring the preparation of a local government impact 

statement. That bill is currently before Community and Regional Affairs. 

Substitute language is currently being prepared that could either be 

attached to SB 292 as amended, An Act requiring fiscal notes to be 

prepared for regulations having fiscal impact, or could be considered as 

a committee substitute for SB 309. Senate Bill 309 speaks to the impact 

of changes in regulations as they might impact local governments; while 

SB 352 speaks to impacts of particular bills that could cause a financial 

impact on local communities.

During the committee meetings we spent considerable time discussing how 

legislation should be written to require a fiscal note showing municipal 

impact. I'm sending along materials submitted by the Alaska Municipal 

League that might help the Senate Finance Committee when it considers 

this bill. We discussed utilizing more specific language, such as 

consideration only of major impacts. However, testimony by the Community 

and Regional Affairs Department indicated they were comfortable with the 

wording of the bill and would of course be prepared to carry out the 

legislation if it should pass. There is a fiscal note accompanying SB 352.

I would be very happy to work with you or designated staff in the event 

you feel tnis legislation needs further refinement or discussion. I 

strongly support this bill and would appreciate your support and assis­

tance. Thanks, John.

Attachment



R I ' U U S P  11
Hill/RcsoluJion No.
Title An Act Requ ir ing  Msca

II. 3. 586 and S. B. 3 5 2 _________________________
Notes t o r  B i l l y  A f fe c t in g  a M un ic ip a li ty

Requested bv House Committee on Community & Regional A f f a i r s  Date 1-1P.-Rn

II. FISCAL DETAIL 
Agency Affected Department of Community & Regional Affairs
Program Category Affected Community Deve1opnient
HRU, Program, or Subprogram(s) Affected Local Government Assistance Di vie Ion_____________
■ N I f  more than one budget component is affected, separate line-item amounts and funding for each 

ment in the analysis section.)
E X P E N D !  i i.'RI S (Thousands o f Dollars)

FY 80 FY SI FY S2 FY S3 FYS4 FY 85
100 PERSONAL SERVICES 17 .6 3 8 .0 4 1 .0 4 4 .3 47 . fi
:n o /TRAVEL 0 0 0 0 0
.'00 CONTRACTUAL 1 .0 1 .0 1.1 1 .3 1 .4
400 COMMODITIES 0 0 0 0 0
5QQ EQUIPMENT .5 0 0 0 . 0
600 LAND & STRUCTURES 0 . o 0 0 ... 0
700 GRANTS. CLAIMS. ETC. 0 0 0 0 n

TOTAL

POSITIONS

FUJ I. TIMh
’ART TIME

TEMPORARY

.5

111 ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
To prepare fiscal notes on all bills relating to municipalities would require 
an additional Local Government Specialist (Range 17). The figures above are 

based on the bill.being passed at the end of the current session and the position 

becoming effective in January 1981 for the next legislative session. 

Personal services costs are based on a Range 17 position with 28% added for 
benefits plus 8% each additional year for inflation. 

Contractual costs are primarily for long distance telephone calls. The one 

time equipment cost is for a desk, phone, etc.

IV. DATE 1-18-80

Origin:il: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY McKie Campbell, .. ,/y ___
AGENCY Department of~Com!r.um by Regional~A77airs

PHONE _________________

33 - C O I (Rev. 13/79)



Advisor/ Commission on Intergovernmental Relations 
Washington, DC 20575

BULLETIN No. 79-3 April 1979

STATE MANDATES

IN BRIEF

State mandates tend to impose state priorities 

on local governments. Many mandates require local 

governments to make organizational changes, provide 
more services, tell them how to relate to other local# 
governments, or to their own personnel. While they 

sometimes create a benefit for the local government, 
more often mandates impose additional costs, espe­

cially when they are not accompanied by adequate 

state financial assistance.

To alleviate some of the difficulties inherent 

tn state mandating of local expenditures, the 
Advisory Commission on Intergovernmental Relations 
has recommended that states define and catalog 
state-initiated mandates, and that they provide re­
imbursement for mandates which require local govern­
ments to provide additional services, exempt property 

from the tax base, or Impose unnecessariIv costly 

personnel requirements. In addition, the Commission 
has recommended that state legislation and proposed 
administrative regulations contain an explicit "fiscal 
note" setting out any financial cost impact on local 
governments. Copies of the model legislation are 

attached.



State Mandates: An Overview

A  state mandate can be defined as any state constitutional, 
statutory, or administrative action that expands or limits local 

government expenditure requirements. These mandates are frequently 

used to achieve uniform service levels and more professional 
standards for employees, but they are often the basis for inposing 

special interest demands as well. There are state mandates on 

public library hours, park and recreational programs, and local 
paymsnts for regional public transit systems. Mandates are enacted 
o n  special education programs, local retiremer; systems, labor 

relations procedures, and salary and wage lev? Is.

A  1976 ACIR survey of state mandates found they were most 

prevalent in four areas: 45 states mandated solid waste disposal 
standards; 45 states mandated special education programs; 42 states 
set standards for workmen's compensation for local personnel other 

than police, fire and education; 35 or more states had provisions 
on retirement systems. 1/

Not surprisingly, a survey of attitudes of local officials toward 
mandates revealed considerable opposition toward them. Although much 

of this disgruntlement can be alleviated with full or partial reim­

bursement of additional costs resulting from the mandates, 26% of the 
state municipal league representatives felt state mandates were in­

appropriate even if they were fully reimbursed.

The current financial stress being felt at all levels of govern­
ment —  stemming from mounting inflation rates, a slewing of f e d e ^ l  

aid growth, and the growing popularity of tax and expenditure limits 
—  has made state mandates a problem that many local government 

officials insist must be rectified.

Current Trends

To date, ten states have acted to regulate state mandates 

by restricting their use or requiring that localities be fully 
or partially reimbursed for additional costs imposed by mandates. 
In 1978, four states enacted reimbursement measures to apply on 

proposed new mandates. Tennessee, Michigan, and Hawaii voters 
approved constitutional measures requiring the state to share or

1/ Advisory Commission on Intergovernmental Relations, State Mandating 

of Local Expenditures (Report A-67), Washington, D.C., U.S. Government 

Printing Office, July 1978.
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fully fund costs associated with state-inposed mandates. Florida's 

reimbursement procedure is statutory.

Ternessee's constitutional revision provides that no law of 
general application shall inpose increased expenditure requirements 

on cities or counties unless the General Assembly provides that the 

state share in the cost.

In Michigan, the state is prohibited from "requiring any new 

or expanded a' civities by local governments, reducing the propor­
tion of state spending in the form of aid to local governments 
or shifting the tax burden to local governments" without full state 

financing.

Hawaii's constitution new provides the state must "share in 

the cost of any new programs or increased services which the legis­
lature requires that counties provide."

"lie Florida statute calls for full reimbursement wr e n .  ( 1 )  a  
state general law requires municipalities or counties to perform 

an activity or provide a service or facility which requires the 
expenditure of additional funds; or (2) a state law grants an ex- 
enpticn or changes the manner by which local property is assessed, 

or alters authorization to levy local taxes. Partial state re­
imbursement is to be provided for any state general law which 
establishes a service or activity which meets both state and loCvil 

objectives.

Of th six additional states that require state compensation for 
certain types of mandates, two are statutory and four constitutional:

—  By statute, California calls for full reimbursement for costs 

to local governments incurred by state-inposed mandates;

—  Montana law calls for either compensation or authorization
of additional local taxation to cover the additional costs; and

—  Alaska, Louisiana, Maine and Pennsylvania have constitutional 
provisions calling for local reimbursement limited to certain 

types of state mandates.



Fiscal Notes

One step in the direction of state reimbursement is the provision 
of fiscal notes on state legislation. Fiscal notes estimate the effect 
o n  the expenditures or revenues of a local government of implementing 
or conplying with a proposed state law, joint resolution, regulation, 
rule, order, or administrative action. These notes can serve as a 

brake on state legislative activity affecting local governments and 
provide information for both legislators and local representatives on 

the effect of state law on localities.

Presently, 25 states provide some type of formal procedures for 

attaching fiscal notes to pending legislation affecting state finances. 

These procedures vary considerably in their comprehensiveness and appli­
cability. They generally do not extend to agency rules or governor's 
orders and are not tabulated at the end of the fiscal year.

In 1978, four states enacted fiscal note procedures covering proposed 
legislation affecting local governments: Connecticut, Georgia, Nevada,

and Rhode Island. South Carolina established a fiscal note procedure 
in both houses of the legislature by rule. Wisconsin and Missouri pro­
vided for fiscal notes to be attached to proposed administrative rules 

and regulations affecting local governments.

Fiscal notes have recently become especially inportant because more 
local governments have begun asking for, and more states have begun pro­
viding, reimbursement for state mandated programs and services.

Recent State Activity

In this Bulletin, we will look at the state mandating/fiscal note 

processes in three states: California, E'lorida and Montana.

California

California's statutes are the most cortprehensive of the existing 
state laws on state reimbursement for mandated costs inposed on local 

governments. Chapter 1406 of the California statutes of 1972, better 

known as SB 90, requires that local governments be reimbursed for 
costs incurred in providing state-mandated services. SB 90 inposed 

property tax limits on local governments as part of the state's 
response to Serrano v. Priest, a landmark California Supreme Court 
case which held that the state's school finance system was unconsti­

tutional under the state's equal protection clause because it made 
the quality of education a function of local school district's taxable 

wealth.



The state's commitment to reimburse encompasses local costs 
that result from new state-mandated programs, increased service 
levels, and costs previously incurred at local option that have 

been subsequently mandated by the state. State administrative 
or executive orders mandating local costs are also to be reimbursed.

To be exempt from SB 90's reimbursement requirements, legis­

lation must contain a disclaimer describing the rationale for 
nonreimbursable status. Problems have arisen with the initial 
use of disclaimers, mainly because a 2/3 vote of the legislature 
is required for all appropriations legislation to be approved.
This provides an incentive to determine some reason for a dis­
claimer. In the first five years of the program, only 76 of the 
1,400 bills that inposed state mandates contained appropriations 
to reimburse local governments. Some disclaimers were based on 

negligible cash cost to the local governments. Other bills 

containing disclaimers gave iio reason for the exemption.

The legislative council's office identifies bills containing 

mandates and they are sent to the Local Mandated Program Unit where 
an estimate of the costs to localities is prepared. If a disclaimer 
is attached, the bill is sent to the Finance Committee which approves 

or disapproves the disclaimer.

In 1977 California enacted legislation to deal with many of the 

problems that have arisen in the wake of SB 90. The legislation 
changed the minimum threshold for submission of claims by local 

governments, expanded the grounds for appeal for reimbursement, and 
required the California Department of Finance to review all non­

reimbursed statutes adopted after 1972. Most importantly, local 
governments are given the riyht to appeal bills that mandate 

costs but which contain either a disclaimer or no appropriation.

Florida

In 1978 Florida enacted a bill stating that any statute 
requiring "l licipalities or counties to administer any program 

or provide any service or facility [to] include an economic impact 
statement estimating total costs and [to] provide a method of 
financing such program or service." The measure requires the 

legislature to finance activities, services, or facilities when 
both state and local objectives are being served. General laws 
under which the required expenditure of additional local funds is 

incidental to the main purpose of the law are exenpted.

- 5 -



Reimbursement can be provided by one of three methods: addi­
tional state funds, specific authority to the county or municipality 
to levy a special tax, or through other sources provided by law. 
Other state or federal revenues shared with or granted to munici­
palities or counties are not to be reduced, supplanted, or adversely 
affected because of this reimbursement.

This act can be superceded or modified by subsequent legislation 
only when the legislation states specifically that it is so doing, 

and a reason for the change is stated.

Montana

Montana's legislature passed state mandating legislation in 

1974. The law requires the state to authorize local governments 
to increase local tax levies or provide state funding for the mandate. 
Any law intended to require local governments to exceed their statutory 
levy authority can )e vetoed by local governments. However, the law 

does not apply to expenses incurred by local governments that are inci­

dental to the main purpose of the law.

Hie Montana experience has been uneven so far. Although most 

of the legislation passed since 1974 has incljded a statement to 
the effect that local governments may pay for mandates with money 
frcm general funds, in March 1976 the Montana Attorney General ruled 

that additional taxing authority was not conferred on local govern­

ments. Therefore, where an all purpose levy is used, the 65 mill 

limit cannot be exceeded. Jurisdictions have been told, however, 
they can abandon the all purpose levy and utilize separate levies 

until the legislature either raises the limit or exenpts additional 

functions from inclusion in the all purpose levy.

The problems caused by this Attorney General's decision have 
caused Montana's reimbursement system to be unacceptable to many 

local governments. Until the legislature works out these mandate 
funding problems, there will continue to be state expansions into 
the local government arena without sufficient compensating funding

State Mandates and Fiscal Notes - A Model

Hie Advisory Commission on Intergovernmental Relations has 

reviewed the status of state mandating across the country and the 

problems associated with this practice, and has made a number of



recommendations 2/ for remedial action. In order to facilitate 

state consideration of these recommendations, the Commission has 
drafted a model bill on state mandates based upon the California 

statute, which requires that state mandates legislation contain 

appropriations to pay for the cost of new programs or expanded 
service levels or increased personnel or retirement benefits. A  

catalog of mandates is to be completed, by the state and an appeals 

procedure for inadequate funding should be put in place.

An ACIR model bill, on fiscal notes, based on Arkansas and 

Maryland statutes, requires an explicit note on the financial 
impact of state legislative action on local governments to be 
included with a bill during its movement through the legislature.

Hie two model bills were drafted as part of the "State Ini­

tiatives in Local Financial Management Capacity-Building Project" 

underway at the Commission thanks to a grant by the Department 
of Housing and Urban Development. A package of 19 model financial 
management bills has been drafted. Taken as a whole, these bills 
suggest an approach to state-local relations that wauld give greater 
freedom to local governments while providing more consistent and 

better defined state assistance. The package of bills is available 

from ACIR, 1111 20th Street, N . W . , Washington, D.C. 20575.

2/ See ACIR, State Mandating of Local Expenditures, A-67; Washington, 

D.C., U.S. Government Printing Office, September 1978; ACIR - The Role 

of the State in Strengthening the Proparty T a x , A-17, Washington, D.C., 
U.S. Government Printing Office, June 1963; ACIR - Labor Management 
Policies for State and Local Governiffe.it, A-35, Washington, D.C., U.S. 

Government Printing Office, September 1969; and State-Local Taxation 
and Industrial Location, A-30, Washington, D.C., U.S. Government Print­

ing Office, April 1967.



4.103 Legislative Notes on 
The Fiscal Impact on Local Governments 

Of State Legislative Action1
State legislative action often affects the expendi­

tures and revenues o f  s late government and local 
governments. The attachment o f  estimates o f  such 
costs (fisca l notes) to bills as they move through 
the legislative process assures a leg is la to r’s know l­
edge o f  the fiscal impact o f  the new o r expanded 
program s being authorized o r the requirements be­
ing imposed. It also enables interested citizens to fix 
responsibility fo r increased governmental costs and 
taxes. The Advisory Comm ission on Intergovern­
mental Relations, therefore, has recommended that, 
as a counterpart o f  a package providing citizens 
complete in form ation about fiscal a ffa irs , states in­
clude, with all m a jo r state legislation and proposed 
adm inistrative regulations a f ix t in g  loca l govern­
ment revenues o r expenditures, an explicit note set­
ting out the fiscal impact on those local governments 
o f  the legislation o r regulations.

The g rta t m ajority o f  states provide some fo rm al 
o r in fo rm al procedure fo r attaching fiscal notes to 
pending legislation affecting state finances. Only 
22, however, apply a s im ila r procedure fo r legisla­
tion affecting local governments. Among the latter, 
on ly  nine require the procedure as a matter o f  statu­
to ry  la v, most such fiscal note procedures have 
been established by jo in t rules o f  the legislature. 
M oreover, very few stales require the attachment o f

•Derived from A C IR , S ta ir  I.imitations on Local Taxes and Ex­
penditures. A-64, Washington, DC, U .S. Government Printing 
Office, Februury 1977; unit State Mandating o f Local Expendi­
tures, Report A-67. Washington, DC, U .S. Government Print­
ing Office, September 1977.

fiscal notes to proposed adm inistrative rules o r reg­
ulations.

A ttachment o f  fiscal notes adds a new dimension 
to the legislative process— an increased sense o f  re­
sponsible questioning and examination on the part 
o f state legislators. W ith  know ledge-o£-the- -esti­
mated cost o f  p roposed legislation, they must accept 
responsibility lo r their acts. The taxpaving public is 
bound to benefit— either in tax savings o r in more 
considered public programs, o r both.

As states move toward reimbursement o f  local 
governments for mandated programs, (he attach­
ment o f  fiscal notes becomes an essential part o f  any 
such procedure. The fiscal note will provide a basis 
fo r estimating the cost o f  such reimbursement and 
then initiating the actual reimbursement process.1

The fo llow ing suggested legislation requires that 
fiscal notes be attached to legislation o r adm inistra­
tive actions affecting local governments. It com ­
prises a fu ll fiscal note procedure and can be made 
to apply to legislation affecting state government. 
States that already have adequate state fiscal note 
legislation may simply wish to use the applicable 
local government provisions r*« amendatory to their 
present statutes. Requiring fis c J  notes on 1 •"irlntion 
affecting local governments may also be handled 
through legislative rules o r r solutions, .a ther than 
by statute.

T he suggested b ill is based on A rk an sa s  and 
M ary land statutes (Act 221, 1977 Session, and An-

•See suggested legislation on Slate Mandates.
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notated Code, A rt. 40, secs. 63-7 -A , respectively).
Section I states the title o f  the act.
Section 2 states the findings and purpose o f  the 

legislation.
Section 3 defines a fiscal note.
Section 4 requires that fiscal notes be attached 

to a ll bills and resolutions with a fiscal impact on 
loca l governments.

Section 5 provides a para lle l requirement fo r ad­
m inistrative rules and actions.

Section 6 specifies the in form ation to be con­
tained in a fiscal note.

Section 7 designates the o ffic ia l responsible for 
preparing the fiscal note o r fo r determ ining that a 
fiscal note is not necessary and directs the o ffic ia l to 
obtain the advice and assistance o f  loca l government 
offic ia ls, when appropriate.

Sections 8 and 9 provide fo r revision o f  notes and 
replacement o f  waivers with notes i f  bills and reso­
lutions are amended to change their fiscal impact.

Section 10 requires that fiscal notes be made avail­
able fo r public inspection.

Sections I I  and 12 are separability and effective 
date clauses.



Suggested Legislation

[AN ACT REQUIRING THE ATTACHM ENT OF FISCAL NOTES 
TO PROPOSED LEGISLATION AFFECTING LOCAL GOVERNMENT 

FINANCES]
(Be it enacted. etc.)

1 S E C T IO N  1. Short Title. This act may be cited as the “ [S ta te ] Loca l Government Fiscal
2 Notes A c t.”
3 S E C T IO N  2. Findings and Purpose.

4 (a ) The [legislature] finds that many [loca l political subdivisions] o f  this state are adversely
5 affected by the fiscal effects o f  rules, orders o f  regu latory bodies, and acts o f  the [legislature]. In many
6 instances, neither the [legislature] nor the affected loca l governments are fu lly  aware o f  the extent
7  o f  the fiscal consequences o f  proposed laws or adm inistrative actions. The [legislature] finds also that
8 awareness on the part o f  legislators and interested citizens o f  the fiscal impact o f  proposed adm inistra-
9 live  actions and laws can result in tax savings o r in more considered programs, o r both.

10 (b ) It is the purpose o f  this act to require the attachment o f  a fiscal note to each proposed law,
11 jo in t resolution , regulation, rule, o rder, o r adm inistradve law presumed to have a fiscal impact on the
12 [loca l political subdivisions] o f  this state.
13 S E C T IO N  3. Fiscal Note Defined. For purposes o f  this act, “ fiscal note ”  means a realistic state-
14 ment o f  the estimated effect on the expenditures o r revenues o f  [local politica l subdivisions] o f  imple-
1 5 menting o r complying wi’ h a proposed law, jo in t resolution, regu lation, ru le, o rder, o r adm inistrative
16 law.
17 S E C T IO N  4. Fiscal Note Required on Legislation. Before any vote is taken in a comm ittee o f  the
18 [legislature] o r on the flo o r o f  [either Ziowje] thereof, on any bill o r jo in t resolution affecting the
19 expenditures o r revenues o f  a [local political subdivision], a fiscal note shall be filed with the chairman
20 o f  the comm ittee to which the b ill o r resolution was referred and the (chief clerk of each house]. Any
21 representative o f  any [local political subdivision] requesting a copy o f  the fiscal note shall be furnished
22 with a copy immediately upon request. The sponsor o f  the bill o r resolution shall be responsible fo r
23 causing copies o f  the fiscal note to be furnished as required by tKis act.
24 S E C T IO N  5. Fiscal Note Required on Administrative Actions. N o regulation, rule, o rder, o r
25 adm inistrative law, o r amendment to a.i existing regulation, ru le , o rder, o r adm inistrative law which
26 would affect the expenditures o r revenues o f  any [local political subdivision] in this state shall be
27 valid, unless 30 days p rio r to its adoption by the board , commission, agency, department, o ffice r, o r
28 other authority o f  the government o f  the [insert state], except the [legislature, the courts, and the
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1 G overnor], such board , comm ission, agency, depariment, o fficer, o r other authority shall file  a fiscal
2 note with the [secretary of stale). Any [loca l political subdivision] that w ill be affected by the Dro-

3 posed regulation, rule, o rder, adm inistrative law, o r  amendment thereto sha ll, upon request, immedi-
4 a le ly  be furnished with a copy o f  the fiscal note by the board , comm ission, agency, department, o f-
5 ficer, o r other authority .
6 S E C T IO N  6. Contents of Fiscal Note. A fiscal note shall contain an estimate o f  the effect o f  the
7 b ill, jo in t resolution, o r adm inistrative action on the expenditures o r revenues o f  [loca l politica l sub-
8 divisions] fo r the fiscal year in which the b ill, jo in t resolution, o r adm inistrative action would become
9 effective i f  enacted and fo r the next [fou r] succeeding fiscal years. I f  the effect o f  the b ill, jo in t reso-

10 lution , o r adm inistrative action is not expected to be to ta lly  evident within the applicable period, the es-
11 timate shall be projected beyond that period to include an estimate fo r the first fiscal year in which it ir
12 expected to be fu lly  effective.
13 S E C T IO N  7. Preparation of Note or Waiver. The [chieffiscal officer)1 [legislative research
14 director) shall have the fiscal note prepared by his o ffice o r by other departments o r agencies o f  state
15 government. W here appropriate, he shall seek the advice and assistance o f  local government o ffic ia ls
16 o r their representatives. A waiver o f  the fiscal note shall be prepared by the [chieffiscal officer)
17 [legislative research director) fo r any b ill, jo in t resolution , o r adm inistrative action that does not
18 have a direct effect upon th? revenues o r expenditures o f  [loca l political subdivisions]. I f  the fiscal
19 note is not prepared by the [chieffiscal officer) [legislative research director], the department o r
20 agency o f  state government preparing the fiscal note shall be c learly indicated on the fiscal note along
21 with the signature o f  the [chieffiscal officer) [legislative research director) o r his authorized rep-
22 resentative indicating that the [chieffiscal officer) [legislative research director) agrees with the
23 fiscal impact estimate thereon.
24 S E C T IO N  8. Revision of Note. A  fiscal note that is attached to a bill o r jo in t resolution shall be
25 revised i f  an amendment is adopted that changes the fiscal effect o f  the bill o r jo in t resolution, unless
26 this requirement is waived by [the chairman o f  the committee to which the b ill was re fe rred ,] the
27 [president of the senate] o r the [speaker of the house]-, provided, however, that such waiver shall
28 apply oa ly  to technical changes. The revised fiscal note shall be processed by the [chief fiscal officer]
29 [legislative research director) and returned as quickly as possible to the comm ittee, o r the c lerk o f  the
30 [/touse], o r [secretary of the senate] i f  one o f  the la tte r has the custody o f  the b ill o r jo in t resolu-
31 lion  at that lime.
32  S E C T IO N  9. Replacement of Waive' With Note. A  waiver o f  a fiscal note shall be replaced with a
33 fiscal note i f  an amendment to a bill o r  jo in t resolution causes ‘ he bill o r jo in t resolution to have an ef-

'Either the chief fiscal officer of the executive branch or of the legislaiuiv .'ay be designated.
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3

4
5
6
7

8 
9

10
11
12

13

1

• «

rcct upon the revenues o r expenditures o f  [loca l political subdivisions],
S E C T IO N  10. Retention o f  Copy o f  Fiscal Note o r  Waiver; Inspection; Publication o f  Note o r 

Waiver in Journals; Matter o f  Public Record.
(a ) A cop> o f  each fiscal note o r  waiver o f  a fiscal note shall be retained by the [chief fisca l o f­

ficer] [legislative research director], and be reasonably availab le fo r public inspection, fo r [at
least three years fo llow ing its p reparation ] [the duration o f  the program ]. The fiscal note o r waiver 
o f  a fiscal note attached to any b ill o r  jo in t resolution shall be published in the [jou rna l o f  each house 
o f  the [leg islature] [session laws fo r the legislative session in which the act to which it applies is 
enacted],

(b ) A fiscal note, upon being fil«;d as herein provided, is a public record within the meaning o f  the 
[cite state freedom o f  information act ]

S E C T IO N  I I .  Separability. [Insert separability clause.]
S E C T IO N  12. Effective Date. [Insert effective date.]
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4.116 State Mandates*

The constitutional fact o f  state supremacy over 
loca l governments— the latter being “ creatures o f 
the state” — provides the legislature and the courts 
with authority to issue directives to these local 
units. Siate-initiatcd mandates can be defined to 
include any state constitutional, statutory, o r adm in­
istrative action that places new fiscal o r adm inis­
trative requirements on loca l governments. While 
other defin itions might be possible, no matter what 
defin ition is used, the main prob lem  raised by 
mandates is that added costs arc imposed on local 
government offic ia ls. Stated simply, state mandates 
substitute state objectives fo r  loca l priorities.

Because o f the imposed restrictions on local 
autonom y, few issues create more resentment 
among local o ffic ia ls than state mandates. W hile it 
is necessary that state governments have wide lati­
tude in establishing statewide policies and p ro ­
grams, there is a substantial controversy on how fa r 
states should move into certain areas. The real 
question becomes: Can state mandates be su ffi­
ciently differentiated between an "app rop riate ”  man­
date, and an "inapprop ria te ”  mandute?

The use o f mandates has increased in recent years 
fo r  two notable reasons. F irst, state legislatures

•Derived from A C IR , State Mandating o f late.:! Expenditures, 
A-67, Washington, DC, U .S. Governmcni f  ’■inlmg Office, Sep­
tember 1978; A C IR . l/ibor Management Polities fo r Slate and 
laical Government. A-35, Washington, DC, U.S. Government 
Printing Office. September 1969; A C IR . The Role o f the State in 
Strengthening the Property Tax, A-17, Washington, D C , U.S. 
Government Printing Office, June 1963; and A C IR . State-l/tia! 
Taxation and Industrial I/nation, A-30, Washington, D C. U.S. 
Government Printing Office, April 196’’ .

have been increasingly reluctant to raise state taxes 
in response to public demand fo r loca l services. 
Second, the courts have taken a more active ro le  in 
ordering improvements in service standards. Conse­
quently, state legislatures are sometimes tempted to 
mandate local service increases, with no state fi­
nancing, and let local o ffic ia ls figure out how to pay 
fo r the mandates.

Several justifications arc offered in defense o f  
mandates: ( I )  to assure m inimum stu.cwide service 
levels o r a more un iform  level o f  service throughout 
the state; (2 ) to develop professional standards fo r 
employees; and (3 ) to implement state social o r 
econom ic policy objectives.

It must be emphasized that there is little o r no 
controversy over many slate-initiated mandates, 
particu larly those relating to the organ ization and 
procedures o f  loca l government. State mandates are 
justified to prescribe the fo rm  o f  local government, 
the holding o f  loca l elections, and the designation o f 
public officers and their responsibilities. Due p ro ­
cess and "safeguard-type" mandates arc necessary to 
insure, fo r  example, the equitable adm inistration o l 
justice and the tax laws as well as to  protect the 
public from  malfeasance. State mandates o f  a super­
visory nature arc a lso necessary to require localities 
to act o r to refra in from  acting so as to avoid in ju ry 
to, o r conflict with, neighboring ju risd ictions.

Despite the controversy and interest in the m an­
dating issue, there is still little in fo rm ation  availab le 
on the scope o f  the practice. However, results o f an 
A C IR  survey indicate that among the most com ­
monly mandated functions arc special education

tt&fqtoK.
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programs (45 states) and solid waste d is p o r t  stand­
ards (45 states). W orkm en ’ s compensation (to r local 
personnel other than p o .xe , fire , and education) 
p rogram s are mandated in 42 states, while various 
provisions o f  retirement systems are mandated in 35 
o r more states. Most controversia l, however, are 
state mandates that extend to trad itiona lly  loca l 
p rog ram s— park and recreational activities, fo r  ex­
ample.

State contro ls over, and mandates upon, local 
governments are manifested in constitutional and 
statu tory provisions and in jud ic ia l interpretations 
thereof. Some state constitutional provisions and 
state legislation are enacted fo r the purpose o f 
restraining such state mandates. F o r example, fou r 
state constitutions— A laska, Louisiana, Pennsylva­
nia. and Tennesse— lim it the power o f  the state 
legislature to impose mandates upon local govern­
ments.1 But the Pennsylvania provision , a fte r dis­
avow ing interference with internal a ffa irs  proceeds 
to mandate binding arb itration o f  firemen and 
policemen.2

1Constitution o f the Stair o f Alaska, an. II. sec. 19. provides
that "local acts necessitating appropriations by a political
subdivision may not become effective unless approved by a 
majority of the qualified voters voting thereon in the subdivi­
sion r'Tected." The constitution also forbids a political subdivi­
sion to contract a debt “ unless authorized for capital improve­
ments by its governing body and ratified by a majority vote of 
those qualified to vote and voting on the question." Constitu­
tion o f the State o f Louisiana, art. VI. sec. 14, provides that 
“ No law requiring increased r  pcnditurcs for wages, h <urs, 
working conditions, pension and retirement benefits, vacation, 
or sick leave benefits of political subdivision employees, except 
a law providing for civil service, minimum wages, working 
conditions and retirement benefits for firemen and municipal 
policemen, shall become effective until approved hy ordinance 
enacted hy the governing authority of the affected political 
subdivision or until the legislature appropriates funds for the 
purpose to the affected political subdivision and only to the 
extent and amount that such funds are provided.” Art. II. sec. 
24. of the Tennessee Constitution provides in part: “ Laws 
imposing increased expenditures on local governments must 
provide method of funding, und, in case of bills of general 
application, provide stute share in the cost.”

’ Art. I II . sec. 31. of the Constitution o f the Commonwealth o f 
Pennsylvania .lrnvidcs: “The General Assembly shall not dele­
gate to any spccinl commission, private corporation or associa­
tion. any power to make, supervise nr interfere with any 
municipal improvement, money, properly or effects, ••'hether 
held in trust or otherwise, or to levy taxes or per! .m ony 
municipal function whatever. Notwithstanding the foregoing 
limitation or any other provision of the Constitution, the 
General Assembly may enact laws which provide that the 
findings o( panels or commissions, selected and acting in 
accordance with luw for the adjustment or settlement of 
grievances or disputes or for collective bargaining between 
policemen and firemen and their public employers .hall be 
binding upon all parties and shall constitute a mandate to the 
head of the political subdivision which is the employer, or to 
the appropriate officer if the Commonwealth is the employer, 
with respect to mutters which can be remedied by udministra-

Proponents o f  the constitutional approach argue 
that this is surest way to protect local autonom y. 
The constitutional amendment is preferable, they 
argue, because state statutes cannot bind future 
legislatures. On the other hand, opponents o f 
constitutional restrictions stress that this approach 
removes the flex ib ility  state legislatures need to 
meet unforeseen future demands sw iftly and deci­
sively.3 Opponents also note that the constitutional 
route is slower than statutory action.

A third position advocates a constitutional p rov i­
sion wi'ich requires a two-thirds vote o f both houres 
o f the 'egislature before the state legislature may 
mandate local government expenditures without 
offsetting state financial aid. This provision is sup­
ported in some states on the ground that the 
proposed procedure is in con form ity with the au­
thorization procedure contained in the existing 
home rule amendment a llow ing the state legislature 
by a two-thirds vote to pass a special law, provided 
the G ove rno r has recommended passage o f  the law.

Besides the constitutional provisions, some states 
have adopted statutes which require state compensa­
tion fo r future mandated local costs o r revenue 
losses, o r both .4 T o date, the C a lifo rn ia  statutes are 
the most comprehensive o f the existing state laws 
on state reimbursement fo r mandated costs to loca l 
government. Under the tei.ns o f Chap. 1406, 1972, 
C a lifo rn ia  statutes adopted the principle o f  reim ­
bursing local governments fo r the costs incurred in 
provid ing state-mandated services. The reimburse­
ment provision is broad in scope and intent, but it 
should be noted that such reimbursement applies 
on ly  to subsequent mandates, and not retroactively. 
The stale government commitment to reimburse is 
not limited to specific areas o f governmental activi­
ties; rather, it encompasses local costs that result 
from  ( I )  new state-mandated programs; (2 ) in­
creased service levels mandated fo r existing p ro ­

nvc action, and to the lawmaking body of Mich political 
subdivision or of the Commonwealth, with respect to matters 
which require legislative action, to take the action neccssuty to 
carry out such findings."

'In reviewing the draft legislation, stales will need to consider 
whether a constitutional amendment is necessary to make the 
legislation workable.

* Revised Codes o f Montana. Annotated, sec. 4.1-517. provides 
that "Any law enacted hy the legislature alter luly I, 1974, 
which requires a local government unit to perforin an activity 
nr provide a service or fucility which will require the din -t 
expenditure of additional funds must provide a means to 
finance the activity service or facility." And further, that "the 
local government unit may refuse to administer or enforce any 
law which does not comf ly with the requirements of the section 
if that law requites any expenditure that would require the 
locnl government unit to exceed its statutory levy authority."
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grams; and (3 ), by amendment, costs previously 
incurred at loca l op tion that have subsequently been 
mandated by the state. Mandated loca l costs arising 
from  state adm inistrative o r executive orders are 
also to he reimbursed.

In d rafting its recommended model b ill, A C IR  
has concentrated on the reimbursement principle 
and suggests that it constitutes the core ct any 
legislative p roposa l. The A C IR  policy on state 
mandates rests on the be lie f that states mandating 
cither new program s o r increases in service levels, o r 
personnel and retirement benefits sK,'u ld  share in 
the cost that these programs im post on loca l gov­
ernments.

The first step necessary to come to grips with the 
state mandating prob lem  is a cata log o r inventory 
o f existing state mandates. The legislative o r execu­
tive branch, o r  both jo in t ly , should define and then 
catalog existing state-initiated mandates originating 
by legislation, executive o rd e ., o r  adm inistrative 
rule and regu lation . A ll state-initiut:d mandates 
adopted in the futu re shou ld be added to the 
catalog, and the estimated costs imposed on loca l 
governments by a ll new mandates should be tabu­
lated at the conclusion o f each legislative session. 
A fter a cata log is created, the same reviewing body 
should categorize these mandated program s so that 
they may be fit into p roper categories fo r  re im bur­
sement as discussed later. Most im portan tly , the 
catalog provides the indispensable first step neces­
sary to rationa lize mandates in terms o f  current 
policy concerns. (Som e states may wish to institute 
some "sunset"' procedure fo r mandates, once an 
accurate listing has been obtained.)

Secondly, to accomplish these policy objectives, 
state statutes should provide procedures and fo rm u ­
las fo r partia l o r fu ll reimbursement to loca l govern­
ments. depending upon the category o f the man­
date. D raw ing from  the C a lifo rn ia  statute, the 
fo llow ing d ra ft bill provides certain safeguards: (a ) 
a fiscal note process to evaluate the cost o f a ll 
mandates, and (b ) a strict interpretation o f  state- 
initiated mandates.

F ina lly , in reco jn ition  o f the potential fo r  disagree­
ment between state and loca l units o f  government as 
to the costs imposed by state-initiated mandates, the 
draft bill provides fo r an appeal and adjustment 
procedure through a state agency designated to re­
solve local governments* claims arising from  inade­
quate state funding o f  the reimbursement provisions. 
Optiona l provisions are included to give the local 
government units the right to refuse to carry out a 
mandate not in compliance with the reimbursement

policy and to appeal to the courts once adm inistrative 
procedures have been exhausted.

Section 1 gives the short title o f  the b ill.
Section 2 serves as a policy statement fo r  the bill, 

including the recognition that state mandates have 
often produced confusing, inconsistent, and inequita­
ble relationships between the state government and its 
local political subdivisions, and that to correct these 
prob lem  areas a review o f existing mandates should 
be undertaken with an eye to developing corrective 
actions to produce a consistent and equitable fram e­
w ork o f  sta;e-local relations.

To  establish a un iform  basis fo r  sifting through the 
historical record, the term "m andate”  must be de­
fined. Section 3 o f  the b ill defines a state mandate and 
the various categories o f  mandates. A broad rather 
than narrow defin ition is preferable in provid ing a 
basis fo r  differentia l treatment o f  various types o f 
mandates.5 These definitions serve as a necessary 
prerequisite to any cataloging o r reimbursement 
procedure, and constitute a first step c f a review 
process o f  state mandates.

Section 4 o f  the suggested legislation calls fo r the 
legislative o r executive branch, o r both jo in t ly , to 
catalog and publish descriptions o f  existing state- 
initiated mandates originating by legislation, execu­
tive order, o r adm inistrative rule and regu lation. State 
mandates which are a result o f  federal legislative, 
executive, and court initiatives are a lso to be included 
in the catalog with appropriate annotation , as are a ll 
future state-initiated mandates. The estimated costs o f 
a ll new state mandates imposed on local governments 
are to be tabulated at the conclusion o f  each legisla­
tive session.

Section 4 provides fu rther that the catalog should 
indicate to which local government unit o r o ffic ia l the 
mandate is directed, whether o r not direct costs arc 
attributable to the mandate and what those costs are, 
the extent o f state financial participation in the 
mandate, and a description o f the mandate and its 
source.

Section 5 requires that, in addition to any statutory 
requirements fo r evaluating the fiscal impact o f  p ro ­
posed mandates, the state legislature and executive 
branch adopt, cither by statute o r rules o f  procedure, 
provisions fo r a statement o f the statewide policy 
objective o r objectives that require o r ju s tify  the 
imposition o f the proposed requirement upon the 
local government. The premise underlying this re­

Mf the definition of tnandutcs in general is narrowed at the outset, 
the door is closed to obtaining u complete inventory of man­
dates in effect and a subsequent delineation of "justified" and 
"unjustified" inundates.
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quirement is that a good deal o f  irrita tion  and fric tion  
concerning state-mandated costs imposed on loca l 
governments stem from  the fa ilu re to articulate 
c learly  the statewide policy objective.

Section 6 specifies the reimbursement share to be 
paid by the state government to the loca l unit fo r  each 
category o f  mandate defined in Section 3 o f  the b ill. 
B rie fly , subsection (b ) calls fo r  at least a 50%  reim bur­
sement o f  service mandates. Subsection (c) calls fo r a 
100% reimburse ncnt o f  the loss o f  loca l revenue 
d irectly attributab le to a mandated classification o r 
exemption o f  property fo r  purposes o f  ad va lorem  
property taxation . Subsection (d ) calls fo r  reimburse­
ment o f  personnel mandates to the fu ll extent o f  
increased costs incurred by loca l governments directly 
attributab le to the mandate, with a few exceptions. 
Subsection (c ) calls fo r  a 100% reimbursement o f  loca l 
governmental costs directly attributab le to t m an­
dated increase in public employee retirement benefits. 
It should be noted that reimbursements are to be paid 
on ly fo r  mandates effective subsequent to the effective 
date o f  this legislation.

F in a lly , subsection (a ) o f  Section 6 expressly re­
lieves the state o f reimbursement liab ility  fo r  man­
dates dealing with the organization and structure o f  
loca l government, matters o f  due process, and in te rlo ­
cal equity as defined in Section 3 o f  the b ill. Subsec­
tion ( 0  provides that any p roposa l which creates o r 
enlarges a state mandate shall bear either a proposed 
authoriza tion  fo r app rop ria tion  o f  an am ount neces­
sary fo r  reimbursement o r a disclaimer from  re im bur­
sement liab ility , stating the specific reason fo r  such 
exclusion as provided in Section 9(a ).

Section 7 deals with the situation where the state 
a lso places a lid on loca l expenditures o r  taxes and 
calls fo r  loca l government units to have the authority  
necessary to levy taxes beyond the general lim itations 
on lo r r l  government taxes o r expenditures when 
mandates arc not reimbursed. As a practical matter, 
this au thority  can be restricted to those loca l costs 
that exceed S5.000 o r 1% o f  the loca l operating 
budget. In this way, the financial bind o f  loca l o f f i ­
cials w ill be cased while the state policy w ill be 
coordinated through a reconciliation o f  prog ram  
objectives and the desire to restrain loca l government 
tax and expenditure growth.

Section 8 calls fo r  the state agency charged with 
oversight o f  mar lates to complete and submit to the 
G ove rno r and the legislature, within three months o f  
the publication o f the catalog prescribed in Section 4, 
a review and report on mandates existing p rio r to the 
effective date o f  the act. This report is to include but 
not be restricted to matters relating to the history o f

the mandate, its costs, and extern o f slate reimburse- 
mc and whether the mandate continues to meet a 
statewide policy objective and whether reimburse­
ment should be undertaken. The report is to include 
any other in fo rm ation o r recommendations which the 
agency considers pertinent. The objective o f  this 
required review would be to highlight those mandates 
that no longer meet a current statewide policy ob jec­
tive. and at the same time to uncover mandate^ that 
continue to meet current statewide policy but need to 
be strengthened o r changed if  they are to be effective.

Once it has been determined that reimbursement is 
a desirable statewide policy, a mechanism fo r  review­
ing reimbursement applications and fo r paying reim ­
bursements to the iocal unit must be established. 
Section 9 o f  the bill sets fo rth  this procedure. F irst, 
however, subsection (a ) expressly lists several circum ­
stances which sha ll exclude the state from  reimburse­
ment liab ility . Basically, these circumstances are 
those which impose little recognizable new duty on 
the loca l government, o r impose on ly  m inimal new 
costs, o r those which impose add itiona l costs but a lso  
provide offsetting savings. Add itiona lly , subsection
(a ) enables the legislature to disclaim reimbursement 
liability fo r  a unique o r compelling policy reason, p ro ­
vided the reason is stated within the proposed act 
establishing the mandate.

Subsections (b ) and (c) o f  Section 9 provides the 
procedures necessary fo r  ar. estimation o f  reimburse­
ment costs, application fo r reimbursement, and a 
disbursement procedure. Most im portan tly , subsec­
tion (b ) calls fo r  an estimate o f rhandated costs to  be 
prepared by an agency o f the state executive branch 
a fte r consultation with the affected loca l government 
unit and fo r the estimate to be submitted to  both 
houses o f  the legislature before consideration o f  the 
proposa l. Subsection (c) calls fo r the loca l govern ­
mental unit affected by the mandate to submit an 
app lication fo r reimbursement with estimated costs 
within 60 days o f  its effective date, and fo r an agency 
o f the executive branch to review this app lication and 
forw ard the application upon app rova l to the app rop ­
riate agency fo r reimbursement o r to the legislature 
fo r a direct app ropria tion to the loca l units o f  govern­
ment. It should be noted that a ll reimbursement 
procedures are subject to the right o f  the state to audit 
the records o f  any loca l government to verify the 
actual costs o f  the manda*e and make changes if 
necessary. Subsection (d ) ot Section 9 provides the 
loca l unit with the authority needed to  appeal any 
adverse reimbursement decision to a designated state 
agency.

States having a general revenue sharing o r  per
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capita aid program  fo r loca l governments w ill arcady 
have established procedures fo r executive review, 
appeal, and reimbursement that can be adapted to 
accommodate mandate reimbursement app lication, 
review, and adjudication.

Some states may desire to make reimbursements a 
fun tion o f  the legislature, through annual app rop ria ­
tions to the individual local units, fo llow ing  receipt o f 
a recommended Reimbursement schedule from  the 
executive branch.

Recognizing that such an adm inistrative appeals 
process may not be sufficient in some cases, an 
optiona l Section 9 is included in the d ra ft legislation 
calling fo r  loca l governmental units to have the right
(a ) to initiate court action when the loca l unit feels 
there has been inadequate reimbursement o r an 
improper decision as to whether a p roposa l involves 
state-mandated costs, o r to enjoin the eifect o f  the 
mandate until funds are availab le ; and (b ) to refuse to 
comply with the mandate.
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[AN ACT RELATING TO STATE M ANDATING OF LOCAL 
GOVERNMENT EXPENDITURES, SERVICES, STANDARDS, 

EMPLOYMENT CONDITIONS, AND RETIREMENT BENEFITS]

(Be it enacted, etc.)

SE C T IO N  1. Short Title. This act may be cited as “ The State Mandates Act.”
S E C T IO N  2. Findings and Purpose.

(a ) The [legislature] finds that preceding actions o f the state government in specifying the manner, 
standards, and conditions under which public services are rendered to citizens by the political subdivisions 
o f  this state on occasion have not resulted in equitable relationships between the state government and its 
loca l po litica l subdivisions. Some o f  these actions have dealt in detail with the internal management o f local 
governments, others have specified the establishment o f new services and facilities without providing any 
new revenue sources o r any financial participation by the state in meeting the add itional costs; still others 
have specified the adop tion o f higher service standards w ithout a fu ll assessment o f the impact upon local 
expenditures and tax rates.

(b ) It is the purpose o f this act
(1 ) to provide fo r the collection and periodic publication o f in fo rm ation on existing and future 

state and federal mandates;
(2 ) to enunciate policies, criteria , and procedures to govern any future state-initiated specifica­

tion o f loca l government services, standards, employment conditions, and retirement benefits that has the 
effect o f  necessitating increased local government expenditures in such a way as to accommodate the 
constitutional ob ligations o f  the state government in addressing problems o f  statewide concern, while 
avoid ing the imposition o f  state standards upon essentially loca l responsibilities without appropriate 
reimbursement o r other app ropria te fiscal participation on the part o f the state government; and

(3 ) to  provide fo r a review o f existing mandates and an identification o f the nature and 
magnitude o f  corrective actions needed to  produce a consistent and equitable fram ework o f state-local 
re lations regarding mandated services, standards, and expenditures.

S E C T IO N  3. Definitions.

(a ) "L oca l government”  means a city, [m unic ipa lity ,] county, township, town, [borough , village,] 
school district, o r special district.

(b ) “ Stete mandate" means any state-initiated constitutional, statutory, o r executive action that 
requires a local government to establish, expand, o r m odify its activities in such a way as to necessitate 
.additional expenditures from  loca l revenues, including any o rder issued by a state court except judgments in

>VT4nt»--
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1 v.- •eminent domain condemnation and to rt liab ility proceedings, o r proceedings relating to  local government 
performance o r nonperform ance under any contract o r agreement. State mandates may be reimbursable o r 
nonreimbursable as provided in this act.

(c ) “ Local government organization and structure mandate”  is a state mandate concerning such 
matters as

(1 ) the fo rm  o f  Irc a l government and the adoption and revision o f  loca l government charters,
(2 ) the establishment o f  multicounty districts, councils o f  governments, o r other form s and 

structures fo r interloca l cooperation and coord ination ;
(3 ) the hold ing o f loca l elections;
(4 ) the designation o f public o fficers, and their duties, powers, and responsibilities- r .v o

(5) the prescription o f  adm inistrative practices and procedures fo r  loca l governing hr dies.
(d ) “ Due process mandate" is a state mandate concerning such matters as the

(1 ) adm inistration o f justice,
(2 ) notification and conduct o f public hearings,
(3 ) procedures fo r adm inistrative and jud ic ia l review o f actions taken by local governing bodies,

and
(4 ) protectiop o f the public from  malfeasance, misfeasance, o r nonfeasance by loca l government

officials.

(e ) “ Benefit sp illover”  is the process o f  accruai o f social o r other benefits from  a governmental service 
to ju risdictions adjacent to , o r beyond the ju risd iction provid ing the service.

( 0  "Service mandate”  is a state mandate as to  creation o r expansion o f  governmental services o r 
delivery standards there for and those applicable to services having substantial benefit sp illover and 
consequently being wider than loca l concern; fo r  purposes o f ihis act, app licab le services are

( 1) elementary and secondary education,
(2 ) community colleges,
(3 ) public health,
(4 ) hospitals,
(5) public assistance,
(6 ) a ir po llu tion  con tro l,
(7 ) water po llu tion  con tro l,
(8 ) solid waste treatment and disposal,

(9 ) non-local public transportation , and
(10) [other statewide or non-local servicesfor which the state might he expected to establish levels 

or delivery .andards.]

A state mandate that expands the duties o f a public o ffic ia l by requiring the provision o f additional

K̂pntcx-:.
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1 services is a “ service mandate" ra ther than a “ loca l government organization and struct ,re mandate."
2 (g ) “ In te rloca l equity mandate-’ is a state mandate requiring local governments to act so as to
3 benefit o ther loca l governments o r to re fra in from  acting to  avoid in ju ry to , or conflict with, neighboring
4 ju risd ictions, including such matters as
5 ( I )  land use regulations,
8 (2) tax assessment procedures fo r  equalization purposes, and
7 (3 ) environmenta l standards.
8 (h ) "T ax  exemption mandate" 1 is a state mandate that exempts privately owned property o r other
9 specified items from  the loca l tax base, such as

10 0 ) exemption o f  business inventories from  the local property tax base, and
11 (2)  exem rMon o f  food  o r  medicine from  the loca l sales tax.
12 (i ) “ Personnel mandate”  is a state mandate concerning o r affecting loca1 government
13 ( I )  salaries and wages,
14 ( 2) employee qualifications and training (except when any civil service commission, profcs-
15 sional licensing b^ard , o r personnel board o r agency established by state law sets and administers
1 6 standards relative to merit-based recruitment o f  candidates fo r employment o r conducts and grades
17 exam inations and rates candidates in o rde r o f their relative excellence fo r purposes o f making
I jj appointments o r p rom otions to positions in the competitive division o f the class' icd service o f the
J 9  public em p loyer served by such comm ission, board , o r agency).

(3 ) hours, location o f employment, and other working conditions, and
(4 ) fringe benefits including insurance, health, medical care, retirement and other benefits.

22 S E C T IO N  4. Collection and Maintenance of Information Concerning State Mandates.
23 (a ) The [department o f  community a ffa irs ] [state com p tro lle r] [other agency in the executive
24 branch of state government]  [committee, agency, or office of the legislature]  shall be responsible fo r
->5 ( I )  collecting and maintaining in form ation on state mandates, including such in form ation as
28 may be required fo r  effective implementation o f the ptovisions c f this act;

27  (2 ) reviewing loca l government app lications fo r reimbursement submitted pursuant to this
28 act;
29  (3 ) hearing complaints o r suggestions from  local governments and other affected organiza-
30  tions as to  existing o r proposed state mandates; and
31 (4 ) reporting period ica lly  to the G ove rno r and [legislature] regarding the adm inistration o f
32  provisions o f  this act and changes proposed thereto.
33 (b ) (1 ) W ith in [12  m onths] fo llow ing  the effective date o f this act, the [head of state agency

20
21

•Sec suggested legislation Slate Compensation Programs fo r Slate-Owned Properly.
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specified in subsection (a ) above] shall collect and tabu late relevant in fo rm ation  as to the nature and 
scope o f each existing state mandate, including but not necessarily lim ited to

(i ) identity o f  type o f loca l government and local government agency o r o ffic ia l to 
whom the mandate is directed;

(ii) whether o r not an identifiable local direct cost is necessitated by the mandate and 
the estimated annual amount;

(iii) extent o f state financial partic ipation , i ' any, in meeting such identifiable costs;
(iv ) state agency, i f any, charged with supervising the implementation o f the mandate;
(v ) a b rie f description o f  the mandate and a citation o f its origin in statute o r

regulation.
(2 ) The resuming in fo rm ation  shall be published in a catalog [ava ilab le to legislators, state 

and loca l o ffic ia ls , and interested citizens]; as new mandates arc enacted they shall be added w  the 
catalog, and at the conclusion o f  [each annual or biennial session of the legislature or other specified 
time] the [state executive or legislative agency] shall list each new mandate enacted at the preceding 
legislative session, and the estimated add itiona l identifiable direct costs, if any, imposed upon local 
governments.2 A revised version o f  the catalog shall be \ ’ 'lished every [five ] years, beginning with the 
publication date o f  the initia l version.

(3 ) In fo rm ation  comparab le to that described in subsection (1 ) above shall be collected by 
[state agency] regarding federa l legislative, executive, and jud ic ia l mandates and shall be included in the 
initial and subsequent versions o f  the catalog.-1

S E C T IO N  5. Specif cation of State Policy Objective.
(a ) Subsequent to the effective date o f this act, any proposa l fo r legislation submitted by the 

executive branch o f  the state government, any b ill filed fo r introduction by a member o f the [legislature]. 
and any committee print o f  a new o r amended bill that has the effect o f creating o r enlarging a state 
mandate upon loca l government as defined in Section 3(b ) o f this act shall include, in addition to the 
estimated add itiona l costs to the affected local governments as provided under [citation of any statute(s) 
requiring the attachment to proposed legislation of notes on local government fiscal impact], a 
statement o f the statewide policy objective o r objectives that require o r ju stify  the imposition o f the 
proposed requirements upon loca l government and the extent to which such policy objectives o r 
objective cannot be achieved in the absence o f such proposed requirements.4

(b ) Subsequent to the effective date o f this act, any executive order o r adm inistrative regulation

!Scc suggested legislation legislative Notes on the Fiscal Impacts on Local Governments o f State Actions. Also a provision might be in­
cluded tor differentiating between initial or first-year costs und subsequent annual operating costs.

’ federal mandates are so numerous und , nplex that slates may wish to confine catalog coverage to certain mujor or other selected categories.

4ln some states the substance of this subsection would be provided in the legislature's rule of procedure rather than by statute, at least with regard 
to the responsibilities imposed upon individual meinbcis or committees; alternatively such u rule might provide that consideration of u inundate 
bill would not be in order, absent the required statement of policy objective.
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that creates o r  enlarges a mandate as defined in Section 3 (b ) o f  this act shall include a statement o f the 
statewide policy objective o r objectives as specified in subsection (a ) above.

S E C T IO N  6. Stale Reimbursement to Local Government for Increased Costs Arising from 
Certain State Mandates.

(a) Any increased costs accruing to local governments as a direct result of mandates dealing with 

the organization and structure of local government, due process mandates, and interlocal equity 

mandates as defined in subsections (c), (d), and (g) respectively, of Section 3 above, are not reimbursable 

by the state.

(b) At least [50%], but under no circumstances more than [100%] of the increase in costs of a

local government directly attributable to a service mandate as defined in Section 3(0 enacted

legislatively or established administratively subsequent to the effective date of this act shall be 

reimbursed by the state unless there is in existence at the time of such enactme. * a program of state aid 

fcr the service affected by the mandate whereunder the non-local share >r any participating local 

government is [50%] or greater and where the increased costs arising under the mandate constitute 

allowable expenditures under the aid program. Where all oi part of the increased costs are met through 

federal or other external aid, only the net increase to the local government shall be included in the base 

against which the amount of state reimbursement is to be computed.

h*) [100?^] of the loss in revenue of a local government directly attributable to a mandated

classification or exemption of property for purposes of ad valorem property taxation enacted subse­

quent to the effective date of this act shall be reimbursed by the state. The loss of revenue does not 

include potential revenue from property of a type which was not being assessed and t. xed on January I, 

[insert year in which this act is to be effective].]*

(d) Except for a state mandate that places a floor under retirement bcnems or that affects 

personnel qualifications for local employees, the salaries and wages of which are partially or wholly' 

financed under t siate aid program, any personnel mandate as defined in Section 3(i) above enacted 

legislatively or established administratively subsequent to the effective date of this act shall be 

reimbursed by the state to the extent of increased costs incurred by local governments directly 

attributable to such mandate.

(e) All of the increased costs of a local government directly attributable to a mandated increase in 

public employee retirement benefits enacted subsequent to the effective date of this act [and which has 

the effect of elevating retirement benefits of local government employees above an adequate level— to

’ Slates may wish to provide total or partial reimbursement in cusc of mandated exempt ions of business inventories (see A C IR . Stale legislator 
Program. Vol. 3, M-94. Stair and Local Revenues. 3.107, pp. 49-52, Washington, DC, U.S. Government Printing Office. November 1975). See 
suggested legislation. Stale Compensation Programs for State-Owned Property.
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1 costs above a 75% takehome salary' replacement] shall be reimbursed by the state .6
2 (0 Subsequent to the effective date o f  this act. any proposa l fo r  legislation submitted by the
3 executive branch o f  state government, any bill filed fo r  introduction by a member o f  the [legislature], and
4 any committee print o f  a new o r amended b ill that creates o r enlarges a state mandate o f  the type
5 specified in subsections (b ), (c ), (d ), and (e ) a b o v :, shall bear either a proposed authorization fo r
6 app ropria tion o f an amount necessary to  provide the reimbursement specified above o r  a disclaimer
7 from  reimbursement liab ility , stating the specific reasons fo r such exclusion, as provided in Section 9 (a )
g below.

9 S E C T IO N  7. Exemption from State-Imposed Limits of Taxes [and/or Expat• litures]  of Local
10 Governments of Revenues Seeded to Meet Increased Costs Directly Attributable to State Mandates.

11 Extcution o f  state mandates as defined in this act is hereby declared a public purpose o f  affected
12 local governments in the [insert name of 4.ore], and where the increased loca l costs directly attributable
13 to any nonreimburseable mandate as provided in Section (6) above exceeds [55 ,000 ] [ l% o f  the operating
14 budget o f  the loca l government], the excess may be included in the [p roperty  tax levy] [fisca l year’s
15 operating expenditure] above and beyond the lim itations set fo rth  in [cite applicable statutory provision
16 setting general I mitations upon local government tax rates or levies or upon expenditures],

17 S E C T IO N  8 . Review of Existing Mandates.

18 (a ) C oncu rren tly  with, o r within [th ree ] months subsequent to the publication o f a catalog o f state
19 mandates as prescribed in Section 4 (b ) above, the [state agency charged with oversight of mandates in
20 Section 4(a)] shall submit to the G ove rn o r and the [legislature] a review and report on mandates enacted
21 p rio r to the effective date o f  this act and remaining in effect at the time o f jubm itta l o f the report.
22 (b ) The report shall include ft:. each mandate the fo llow ing :
23 (1 ) the factual in fo rm ation  specified in Section 4 (b ) fo r  the catalog;
24 (2) extent to which the enactment o f  the mandate was requested, supported, encouraged, o r
25 opposed hy loca l governments o r their respective organizations;
26 (3 ) whether o r not the mandate continues to meet a statewide policy objective o r has
27 achieved the initia l policy intent in whole o r  in part;
28 (4 ) amendments i f any required to make the mandate more effective;
29 (5 ) whether the mandate shou ld be retained o r rescinded;
30  (6 ) whether state financial partic ipation in helping meet the idcntifi/.ble increased loca l costs
31 arising from  the mandate should be initiated, and if so, recommcnded ratios and phasing-in schedules;
32 and

'■In many states most local government retirement benefits have already reached what are regarded as adequate levels among retirement and 
actuarial experts (e.g. 75%-80% take-home salary replacement after meeting length of service requirements); many are beginning to exceed this 
level amid increasing concern about the financial soundness of local retirement systems. Each stale will need to develop its own definition of 
“adequacy” with any mandated enrichments over that level subject to full or partial state reimbursement.
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(7 ) any other in fo rm ation  o r recommendations which the [state agency] considers pertinent.
[(c ) Any mandate not renewed, rev is 'd , o r dealt with otherwise by the [legislature] shall terminate 

at the end o f  three years fo llow ing the publication o f  the initia l version o f the catalog prescribed in 
Section 4 (b ) .]7

[(d ) The [appropriate committee of each house of the legislature] shall review the report and shall 
initiate such legislation o r other action as it deems necessary.]

S E C T IO N  9. Exclusions. Reimbursement Application. Review, Appeals, and Adjudication.
(a ) Exclusions. Any o f  the fo llow ing circumstances inherent to , o r associated with, a mandate 

shall exclude the state from  reimbursement liability under this act. I f  the mandate

(1 ) accommodates a request from  loca l governments [o r  organizations thereof];*
(2 ) results in no new governmental > uties, including legislation o r regulation permissive in

nature;
(3 ) provides on ly  cla ifying o r con form ing , nonsubstantive changes in an earlier statute o r

regu lation;
(4 ) imposes add itional duties o f  a nature which can be carried out by existing s ta ff and 

procedures at no appreciable net; cost increase;
(5 ) creates additional costs but a lso  provides offsetting savings resulting in no aggregate 

inciease in net costs;
(6 ) imposes a cost that is w holly  o r largely recovered from  federa l, state, o r  other external 

financial aid;
(7 ) imposes add itional net costs o f less than [S I ,000  fo r a single loca l government o r 1/10 o f 

a m ill on the statewide aggregate loca l p roperty tax base].
Add itiona lly , the [legislature] may exclude a mandate from  reimbursement liab ility fo r  a unique o r 

compelling policy reason, such -eason to be stated in the act establishing the mandate.
(b) Reimbursement Estimation and Appropriation Procedure.

(1 ) When a bill is introduced in the [legislature], the [legislative counsel or other office of the 
legislature] shall determine whether such b ill requires reimbursement to local go' ernments pursuant to 
this act. The [counsel or office] shall make such determ ination known in the digest o f the bill.

In making the dcte. n ination required by this subsection the [legislative counsel] shall disregard any

’ If  a state desires to initiate a "sunset" procedure for forcing attention to mandates already on the hooks, the procedure should follow that set 
forth in the state's general “ sunset" law. if one exists, additionally the legislature might find it preferable inconsidetationof workload to exclude 
“ form and structure" and “ due process” mandn’es from the scope of "sunset

•A state mandate that arises as a direct result of a legislative provision sought by local governments probably should not require 
reimbursement. The wording of this exclusion depends upon the structure and process that underlies state legislation on local 
government affairs in a given state including tuch factors as: the extent to which such matters au handled by general law or as special 
legislation targeted by name or narrow population class to one or a few local governments; the nature of the local governments' request 
in a specific instance; nature of testimony given in support of the legislation; degree of unanimity of support among the individual local 
governments; and the role of state organizations of city or county officials and the scope and nature of the process hy which the 
organizations establish positions in support of or opposition to specific legislative bills.
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1 provision in a b ill which would make inoperative the reimbursement requirements o f Section 6 above, 
and shall make the determ ination irrespective o f  any such provision.

(2 ) Whenever the [legislative counsel] determines that a bill w ill require state reimbursement 
to a loca l government as provided in Section 6, the [department of finance or other executive branch 
fiscal agency], afte r consu ltation with the [department of community affairs or the state agency 
designated in Section 4 and subsequently’] shall prepare estimates o f the amount o f reimbursement which 
w ill be required.’  Such estimates shall be prepared fo r the [respective committees of each ho^se of the 
legislature]  which consider taxation and app rop ria tion  measures and shall be prepared p rio r to any 
hearing on such a b ill by any such committee.

(3 ) The estimate required by subsection (2 ) above shall be the amount estimated to be 
required during the first fiscal year o f a b ill’ s operation in o rder to reimburse local governments 
pursuant to Section 6, fo r  costs mandated by such bill. In  the event that the operative date o f  such a b ill 
does not begin on the first day o f  [state fiscal year], the estimate shall a lso include the a mount estimated 
to be required fo r  reimbursement fo r  the next fo llow ing  fu ll fiscal year. In  the event that a b ill is 
amended on the f lo o r  o f  [either house], whether by adoption o f  the report o f  a confcience committee o r 
otherw ise, in such a manner as to require reimbursement pursuant to this act, the [legislative counsel] 
shall immediately in fo rm , respectively, the [Speaker of the House and the President of the Senate] o f 
such fact. Such notification from  the [legislative counsel] shall be published in the jo u rn a l o f the 
[respective houses of the legislature].

(4 ) F o r tne initial fiscal year, reimbursement funds shall be provided as fo llow s:
'i ) any statute mandating such costs shall provide an appropriation therefor, and

(ii) any executive o rder mandating such costs shall be accompanied by a b ill to 
appropriate the funds therefor, o r , a lternative ly an app rop ria tion  fo r such funds shall be included in the 
executive budget fo r the next fo llow ing  fiscal year.

In subsequent fiscal years, app ropria tions fo r such costs shall be included in the [executive budget] 
and general o r supplemental app rop ria tion  bills.

(5 ) The amount appropriated fo r such purposes shall be [appropriated to the [state fiscal 
agency] fo r  disbursement], [app ropriated d irectly to the local units o f government pursuant to 
subsection (c) below ].

(c ) Reimbursement Application and Disbursement Procedure.

(1 ) F o r the initial fiscal year during which reimbursement is authorized, each local govern­
ment believing itse lf to be entitled to reimbursement under this act shall submit to the [department of 
community affairs] [slate fiscal agency] [other appropriate state officials or agency], within [60 ] days o f

■

’ Where the legislature has provided a fiscal note procedure (as referenced in footnoic lo Section 4(bg2) above), somewhat different 
wording may be needed.
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1 the operative date o f the mandate a claim fo r  reimbursement accompanied by its estimate o f  the
2 increased costs required by the mandate fo r  the balance o f the fiscal year. [The department of
3 community affairs] [or other state executive agency]  sha ll review such claim and estimate and forward
4 them with its comments to the [state fiscal agency]]. The [department offinance] [or appropriate state
5 fiscal agency] shall [pay such claims from  the funds appropriated pursuant to subsection (b ) above,
6 provided that it may
7 (i ) audit the records o f  any loca l government to verify the actual amount o f the
8 mandated cost, and
9 (ii) reduce any claim  determined to be excess; 't* o r unreasonable.] [submit to the
10 [legislature] a schedule o f  recommended app rop ria tion  to respective units o f  loca l government.]
11 (2 ) F o r the subsequent fiscal years, loca l governments shall submit c ltim s as specified above
12 on  o r before [date] o f etch year. The [slate fiscal agency] shall [pay ] [recommend to the [legislature]
13 the payment o f] such claims from  funds appropriated therefor, provided that it
14 (i ) may audit the records o f  any local governments to verify the actual amount o f  the
15 mandated cost,

16 (ii) may [reduce] [recommend to the [/eg/s/ature] the reduction o f] any claim , determined
17 to be excessive o r unreasonable, and
18 (iii) shall adjust the payment to correct fo r  any underpayments o r overpayments which
19 occurred in the previous fiscal year.
20 (3 ) Any funds received by a loca l government pursuant to this act may be used fo r any
21 public purpose.
22 (d ) Appeals and Adjudication.

23 ( I )  Loca l governments may appeal determ inations made by state officers acting pursuant to
24 this act The appeal must be submitted to the [department of community affairs or other state agency
25 designated in Section 4] within [days] fo llow ing  the date o f  receipt o f  the determ ination being appealed.
2o [The appeal must include evidence as to the extent to which the mandate has been carried out in an
27 effective manner and executed without recourse to standard- o f staffing o r expenditure higher than
28 specified in the m andatory statute]. The [store agency], afte r reviewing the evidence submitted to it,
29 [m ay increase o r reduce the amount o f  a reimbursement c la im ] [sha ll submitt to the legislature any
30 recommendations fo r change], [The decision o f the [agency] shall be fin a l.] [Som e states, especirjy
3 1 those already having hoards of control or other adjudicatory hodyfe. review of claims against the state

32  may wish to provide a second level of appeal],

33 SECTION 10. Refusal to Comply with Mandate and Judicial Review Thereof

34 [(» ) An affected local government may, by resolution refuse to comply with o r enforce any law
35 not meeting the requirements o f  this ac t.10 A copy o f  such resolution shall be transmitted within 24

sases&c.-
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1 hours to the [a tto rney general; G ove rn o r.]]
2 (b ) [A section that would permit a local government to initiate court action to determine whether
3 or not an enacted statute o r issued executive order correctly specifies that it does not involve any state-
4 mandated costs, o r i f  it involves such costs that there is an adequate appropriation available and that
5 would require the court to enjoin the effect of the mandate until funds are available.]"

6 S E C T I O N  II. Effective Date. [Insert effective date.]

7 S E C T I O N  12. Separability. [Insert separability clause.]

"Sec Revised Codes o f Montano, see. 43-517, SB  231, Florida Senate, 1978, provided “ The municipality or county may refuse to 
comply with, administer, or enforce any law which does n< 1 comply with the requirements of this section unless such law expressly 
supersedes or modifies this act. No subsequent legislation shall be deemed to supersede or modify any provision of this act. whether by 
implication or otherwise except to the extent that such legislation shall do so expressly; reasons for legislative dcvu lions from this 
section shall he stated with particularity in the preamble of the act.”

"See AH 1563, California Assembly, 1977.

.. ,YaC C.:.

•rftomewA-i
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TO: Bill
FROM: Marjori e 
3/18/80

C S HB 586 Fiscal Notes for Bills A f f e c t i n g  M u n i c i p a l i t i es 

On Floor 3/19/80 “ '

Floor Notes

Difference b e t w e e n  HB and CS
p. 1 line 15 A d d i t i o n  of "a significant"

25 states provide for fiscal notes to leg. h a v i n g  state impact 
22 have formal or informal procedur es for a t t a chin g fiscal 

notes to leg a f f e cting L O C A L  finances

f / 3  ^  )
U r'LO&j *> . ^  A~u -*■ ~



Original sponsor: Rules/Legislative Council

, [IN THE HOUSE

i

3

4

5

Offered; 3/13/80 
Referred: Rules

BY THE COMMUNITY AND 
REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 586 

IN THE LEGISLATURE f.F THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION 

A BILL

6lFor an Act entitled: "An Act requiring fiscal notes for bills affecting a

7

8 

9

10

11

12

13

14

15

16 

17 

IB

19

20 

21 

22

23

24 

26 

20
27

28 

29

municipality."

[BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 24.30.035 is amended to read:

Sec. 24.30.035. FISCAL NOTES ON BILLS. Before a bill is reported 

from the committee of first referral, there shall be attached to the 

bill a fiscal note containing an estimate of che amount of the a p p r o p r i­

ation increase or decrease which would result from enactment of the bill 

for the entuing fiscal year and at least two succeeding fiscal years^

If enactment of the bill would require .-^gTgnificantT^expenditure or a p­

propriation by a municipality, a fiscal note shal'. he attached to the 

bill containing an estimate of the amount of the total expenditure or 

appropriation which would be required durinft each of tlya— first thre 

fiscal years p y  all a f f e c ted municipalities. If [OR, 1 F*>£he has

n d T t s r a T ' T m p a c t ,  a statement to that effect shall be attached. The 

fiacal note or statement relating to a state program shall be prepared 

by the department or departments affected. The fiscal note or statement 

r e lating to municipalities shall be prepared by the Department of C o m m u n­

ity and Regional Affairs, but that department may obtain the assistance 

of any other state agency in the preparation of the note or statement.

If the bill is presented by the governor for introduction in accordance 

with AS 24.30.060(b) and the uniform rules of the legislature, the 

fiscal note or statement shall be attached to the bill before the bill 

is introduced. An amendment r- ( ,stitute bill proposed by a commit-

-1- CSHB 586
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tee of referral that changes the fiscal impact of a bill shall be e x­

plai n e d  in a revised fiscal note or statement attached to the bill.
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L REQUEST
Bill/Resolution tfo. B. 586 ans S. B. 352_______________________________________
Title An Act Requiring Fiscal Notes for Bills Affpctino a M u n ir in a l i ty  
Requested bv Hr use Committee on Community & Regional Affaire Date____

II. FISCAL DETAIL
Agency Affected _  Deportment of Community & Regional Affairs__________________________
Program Category Affected Community Development_____________________________________________

BRU, Program, or Subprograrn(s) Affected Local Government A ss is fan rp  niu-icir.n____________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for earh 

component in the analysis section.)
EXPENDITURES (Thousands >f Dollars)

FY  80 FY 81 FY 82 FY 83 FY 84 FY 85
ino PERSONA!. SF.RVTCF.S 54.:-; ... 5.3.Z. . 63.9 _Hr.; n 74 6
700 TRAVEL .1.5 1.6 1.7 -... 1-9 2 .0
300 CONTRACTUAL 4.8 _ 5.1 5.5 6.0 6.5

400 COMMODITIES 9
if .5 .6 .6 .... .7

■>00 EOUTPMF.NT a i  ... . Q, . . 11. . 0 __0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L 62.6 66.4 71.7 77.5 83.7

FUNDING (Thousands o f  Dollars)
GENERAL FUND . 62.6 66.4 71.7 77.5 83.7
FEDERAL FUNDS
OTHER (Specify Fund Source)

«

POSITIONS

FULL TIME 2 2 2 2 2 2
PART TIME
TEMPORARY

III . ANALYSIS (See Fiscal Note Preparation Instructions, Section II I )
To prepare fiscal notes on all bills relating to municipalities would require an additional 

Local Government Specialist III (Range 17) and a Clerk/Typist III (Range 8) - Personal 
Services costs are based on these figures plus 28% for benefits.

Contractual costs are for an additional 300 sq. feet of office space (.5), base telephone 
rate and long distance tolls for 1 (1.0), and Mag Card rental (3.3). Travel is figured 

at 1.5 per year. In many instances the LGS will need to go to the municipalities to research 
fiscal impact of bills. The commodities cost is for the costs of printing forms 
All the above costs are increased at/8%\a year for inflation.

The one time equipment cost is for desks, office equif.ient, etc. for two.

IV. D A T E ____________________________PREPARED B Y  McKie Campbell
AGENCY Community & Regional Affairs

Original: Legislative F;..:?nce PHONE ,4£$-47,3.5_________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
3 3 - 0 0 !  (Rev. 12/79)



S i x t h  open l e t t e r  to a l l  
L e g i s l a t o r s  o f  the S t a t e  o f  A la ska

March 25, i960

Ee.s C5 for House Bill 586 and 5enate_J&il__352t "An Aot requiring 
tiscal notes for bills affecting a municipality ^

Dear Legislator:

"The legislature shall pass no local or special 
act if a general act aan be made applicable* 
rocal acta necessitating appropriations by a 
political subdivision nay not "become effective 
unless approved by a majority of the qualified 
voters voting thereon in the subdivision affected,**
Alaska Constitution, Article II, Section 19*

The intent of the wording to be added to the law as evidenced in 
House Bill 586 and Senate Bill 352 ("If enactment of the bill would 
require a significant expenditure or appropriation by « municipality 
a fiscal note ..... 3hall be prepared by the Department of community 
and Regional Affaire,") is In direct conflict with the intent of •;he 
Constitution of Alaska; Article II, Section 19 in particular. In 
other words, our elected Legislators intend to not contrary to the 
will of the people, ana intend not to support and defend the Con­
stitution of the State of A'reka ae they have sworn by oath to do.

In my third open letter to all legislators dated Jan. 28, 1'jCO, of 
which you received a copy, I stated that House Bill 586 expresses 
the intention of the legislature to impose any State provided aervic 
to any municipality and to make that municipality pay for the same; 
that this is in violation of the prlnoipale of providing for maximum 
local (municipal) self-government as aet forth under Article I of 
the U a a k a  Constitution; that tola is ignoring the limitations of 
power to the legislature as set forth under Artiole II (Section 1 9 ) 
of the Alaska Constitution; and that therefore these bills cannot 
be legally enacted and should die in committee.

In my fourth open latter to all legislators, dated February 12, 1980 
of which you also received a copy, I stated that the State assumed 
only the rights enumerated in the Constitution of Alaska through 
voter approval and aaBumed at the same time the obligation to ful­
fill the responsibilities enumerated therein* Article 711 of the 
Constitution of the State of Alaska requires the State to provide 
for education, for protection of public health, and for welfare.
It ia aelfeiplanatory that the State must provide these servioea 
by raising the funds necessary to pay for them, and not by mandating 
State services upon the local municipality art thereby foroing the 
the people affected to pay for the ’’State provided” aervioea.



Page 2
Again* i n  s p i t e  o f  my wa rn ing s ,  on March 20 ,  1980 the A la s k a  House 
o f  B ep r e a a n t a t i v e g  passed G3 f o r  Mouse B i l l  5 8 6 ,  "'An Act r e q u i r i n g  
f i s c a l  n o te a  f o r  b i l l s  a f f e c t i n g  a m u n i c i p a l i t y . "  I t  l o  now i n  the 
3 e n a te  F inance Committee.
At the t i n  the peop le  o f  A la ska  adopted by r o t e  the C o n s t i t u t i o n  o f  
A la s k a  i t  was t h e i r  w i l l  to r e t a i n  the r i g h t  o f  a e l f d e t e r a i n n t i o n  
o v e r  l o c a l  m un ic ip a l  government ,  and th a t  any a d d i t i o n a l  m un ic ip a l  
o r  s p e o i a l  s e r v i c e s  must be approved by the v o t e r s  o f  the l o c a l i t y  
a f f e c t e d .  Even shou ld  the 3 t a t e  fund a s p e c i a l  m un ic ip a l  s e r v i c e  10O£f 
i t  may n o t  p ro v id e  t h a t  s e r v i c e  w i th ou t  the  consen t  o f  the  v o t e r s  o f  
t h a t  l o c a l i t y ,  wether i t  be a s e r v i c e  a r e a  i n  the uno rg an ised  bo rough 
o r  a m u n i c i p a l i t y  o f  any k i n d .  I  am conv inced  t h a t  t h i s  a t t i t u d e  o f  
the peop le  o f  A la ska  has n o t  been changed e iuoe  the a d o p t i o n  o f  o u r  
C o n s t i t u t i o n .  I h e s i t a t e  to s p e c u la t e  on the p u b l i c ' 9  r e a c t i o n  when 
p r o p e r l y  informed about t h i s  l e g i s l a t i v e  shame i n  p r o g r e s s .
House B i l l  586 and Senate B i l l  352 c on s id e red  by th emse lv es  may appea r  
h a rm le s s  a t  f i r s t  g l a n c e ,  however i f  seen enacted t o g e t h e r  w i th  House 
B i l l  580 and Senate B i l l  3*8 (each  e x i s t i n g  borough and u n i f i e d  mu­
n i c i p a l i t y  and each s c h o o l  d i s t r i c t  (REAA) c a l l e d  an "u n o rg an i s ed  
bo rough"  w i l l  be an e s t a b l i s h e d  S t a t e  S e r v i c e  D i s t r i c t ) ,  House B i l l  
581 and 3ena te  B i l l  350 ( t b s  Gove rno r  a h a l l  r e q u i r e  l e g i s l a t i o n  r e ­
g a rd in g  deve lopment and im p lemen ta t ion  o f  S t a t e  S e r v i a e  D i s t r i c t s ) ,  
House B i l l  582 and I r ’ i t e  B i l l  3*9 ( w i l l  p r o v id e  p u b l i c  tax  d o l l a r s  
t o  p r e p a r e  a management ( a o n f i r o l )  program f o r  the "uno rg an is ed  
b o r o u g h s " ) ,  HB 584 and 3B 35 *  ( w i l l  e l im in a t e  ‘ he t h i r d  c l a s s  b o rough ) ,  
and HB 585 and 3B 353 ( w i l l  c o n f e r  f i r s t  c l a s s  s t a t u s  t o  second c l a s s  
b o r o u g h s ) ,  the t ru e  i n t e n t i o n s  o f  e s t a b l i s h i n g  a s t a t e  s o c i a l i s t i c  
d i c t a t o r s h i p  under the Qovernmor and the Department o f  Community and 
R eg io n a l  A f f a i r s  become q u i t e  v i s i b l e .
I n  many o f  my p re v iou s  l e t t e r s  I  urged you to l e t  3Bs 3 * 8 ,  3 * 9 ,  3 5 0 ,  
3 5 2 ,  353 and 35 * ,  And MBs 58 0 ,  5 8 1 ,  5 8 2 ,  5 8 * ,  585 and 586 d ie  i n  
comm it te e .  I f  these b i l l *  become law , the f o u n d a t i o n  f o r  a H i t l e r  
S t y l e  s t a t e  s o c . t a l i s t i o  s o c i e t y  w i l l  be l a i d l
p l e a s e ,  take a moment and t h i n k  about t h i s  -  b e f o r e  you vo te  aga in  
on t h i s  b i l l  o r  any o f  the o t h e r s  I  named.

Very t r u l y  y o u r s ,


	HCRA11 HB 586



