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Chairman Sturgulewski - overview

Palmer McCarter, Dept. C/RA
Sen. Mulcahy
Jack Chenoweth, Legal Division

Palmer McCarter ~ %

Marilyn Miller, AML Support of SB 352

Sen. Kelly moved "do pass w/ind. rec.”

Sen. Mulcahy moved "do pass"”

*B 5851

1Sen. Rodey moved to consider "CS"/ No obi.
Jack Chenoweth, Legal Division (Overview)
Carolyn Burg
Marilyn Miller, AML
Palmer McCarter, Dept. C/RA (Line 20 - 10%)
Sen. Kelly
Sen. Rodey
Sen. Kelly & Rodey
Moved to amend 10% to 15% - Sen. Kelly
Sen. Kelly moved "do pass w/ind. rec."

Sen. Rodey & Mulcahy concurred.

ADJOURNMENT
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All Interested Parties
A
FROM: Arliss SturgulawskilLi”
Chairman

SUBJECT: Committee Meeting, Butrovich Room 207, Capitol Building

Thursday, March 6, 1980 - 1:30 p.m.

SB 352 - Reguiring fiscal notes/bills affecting municipalities

HB 585 - Re/incorporation of 2nd class borough/home rule



Alaska “tatc plegtslature

Senate

Committee on

LAS) _ ) . Pouch V
N _ Community & Regional Affairs State Capitol
Official Business Juneau, Alaska 99811

January 23, 1980

TELECONFERENCE NOTICE

February 6, 1930 / 8-10 a.m. (Juneau time)
Southeastern Alaska - Ketchikan and Sitka
February 7, 1980 / 1:30 p.m. (Juneau time)

first round robin grouping:
Soldotna, Anchorage, Fairbanks, Kodiak, Valdez

second round robin grouping:
Dillingham, Bethel, Kotzebue, and Nome

We are pleased to enclose the reports of the Local Government Interim
Study by the Joint Senace and House Community and Regional Affairs
Committee.

Legislation composed of seven bills w ,s introduced jointly by the

Senate and the House, Monday, January 21, 1980. Copies of the follow—
ing bills may be obtained from your nearest Legislative Information
Office. The complete package consists of Senate Bills 348, 349, 350,
351, 352, 353, 354; OR House Bills 580, 581, 582, 583, 584, 585, and 586.

For your additional information all the Senate bills in the package were
assigned to the Senate Community and Regional Affairs Committee, with a
referral to the Finance Committee. All the House bil.% in the package
were assigned as follows: HB 580 - C/RA & Finance; HB 581 C/RA; HB 582
C/RA and Finance; HB 583 C/RA and Finance; HB 584 C/RA and Judiciary;

HB 585 C/RA; and HB 586 C/RA. You might want to contact the referrals
as well, after the bills leave the Community and Regional Affairs Com—
mittees. Senator John Sackett is Chairman of Senate Finance; Represent-
tive Russ Meekins 1is Chairman of House Finance, and Representative
Charles l"arr is Chairman of Judiciary.

In the event you are unable to give your comments during the set tele—
conference times, please feel free to contact the Senate and House
R/CA Committees at Pouch V, Juneau, Alaska 99811.
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IMi Resolution No. S- 5S5 end S. C. 3.2
T.tic ®n :.ct Tc>"im r1! MSC3i Lotes tor UWi; s at rectino a Runicinal itv

Requested bv House Ccmr.tttee on Communitv 5 Recionel Affairs, Date T-ie-;

FISCAL DETAIL
Agency Affected Denartnen: or Community !, Recional Affairs
Program Category Affected Community Development
i'RU, Program, or Subprogrnm(s) Affected Local Government A;sig~ar'--
If more than cue budget component is affected, separate line-item amounts and tinb’ng for each
; n.mt in the analysis section.)
; Ni'i 'sDI i URj < (Thousands of Dollars)

I FY SO FY SI ' FYS2 FY S3 FY S4 1 FY 85
100 PERSONA1l SERVICES 17.6 I 38.0 41 .0 44 3 1 47 P
?no tr'.' .t 1 0 1 0 0 0 1 n
300 CONTRACTDal 1.0 i 1.0 1.1 13 ! re
AO0 COM MODITI t-'q 0 | 0 0 n ! n
<0 EOUIPM FENT .5 | 0 0 n 1 0
000 LAND & STRUCT!‘RES 0 1 0 0 p 1 0
00 GRANTS. CLAIMS. FTC. 0 1 0 0 o “ i n
1 1
TOTAL
FI'NDING (Thousands of Dollars)
GENERAL FUND 1 1 19-1 1 39.0 42.1 45.6 | 49.2
FEDERAL FUNDS i 1 1
OTHER (Soccifv Fund Source) 1
i ! 1 1
1 1
POSITIONS
TEMPORARY
M. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1I)
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 adesk,phone, etc.
1IV. DATE 1-1S-2C PREPARED BY Tcxie Camcbel
AGENCY Ssrartmei.t or Lcmirjm
Origin..l  Legislative Finance PHONE . cc
cc: BuJee: and Mencagnicni
Prime Sponsor t,First Legislator Named)
37~M!  Rev. 12/79)



March 6, 1980
TO0: Senate Community and Regional Affairs Committee
FROM: Alaska Municipal League

RE: SB 352

The Alaska Municipal League supports SB 352, Fiscal Notes.
Material received from the Advisory Commission on Intergovernmental
Relations is attached for your information.

Fiscal notes estimate the effect on the expenditures or revenues
of a local government of implementing or complying with a proposed state
law. These notes can provide information for both legislators and local
representatives on the effect of state law on localities. Presently,
twenty five states provide some type of formal procedures for attaching
fiscal notes to pending legislation affecting state finances. Twenty two
states have enacted fiscal note procedures covering proposed legislation

affecting local governments.



4.103

Legislative Notes on

The Fiscal Impact on Local Governments
Of State Legislative Actionl

St3te legislative action often affects the expendi-
tures and revenues of state government and local
governments. The attachment of estimates of such
costs (fiscal notes) to bills as they move through
the legislative process assures a legislator’'s knowl-
edge of the fiscal impact of the new or expanded
programs being authorized or the requirements be-
ing imposed. It also enables interested citizens to fix
responsibility fot increased governmental costs and
taxes. The Advisory Commission on Intergovern-
mental Relations, therefore, has recommended that,
as a counterpart of a package providing citizens
complete information about fiscal affairs, stales in-
clude, with all major slate legislation and proposed
administrative regulations affecting local govern-
ment revenues or expenditures, an explicit note set-
ting out the fiscal impact on those local governments
of the legislation or regulations.

The great majority of states provide some formal
or informal procedure for attaching fiscal notes to
pending legislation affecting slate finances. Only
22. however, apply a similar procedure for legisla-
tion affecting local governments. Among the latter,
only nine require the procedure as a matter of statu-
tory law; most such fiscal note procedures have
been established by joint rules of the legislature.
Moreover, very few slates require the attachment of

‘Derived Irom ACIR, State Limitations on Local Taxes and Ex-
penditures. A-64, Waihmgton, DC. U S. Government Priming
Office, February 1977, and Slate Mandating of Local Expendi-
tures. Report A-67, Washington, DC, U.S Government Print-
ing Office. September 1977.

fiscal notes to proposed administrative rules or reg-
ulations.

Attachment of fiscal notes adds a new dimension
to the legislative process—an increased sense of re-
sponsible questioning and examination on the part
of state legislators. With knowledge of the esti-
mated cost of proposed legislation, they must accept
responsibility for their acts. The taxpaying public is
bound to benefit—either in tax savings or in more
considered public programs, or both.



we-v - Advisory Commission

, on Intergovernmental Relations
Washington. DC 20575

BULLETIii 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 1impose additional costs, espe—
cially when they are not accompanied by adequate
state financial assistance.

To alleviate some of the difficulties inherent
in 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, exempl property
from the tax basa, or Impose unnecessarily 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
attech-ed- ww I



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 imposing
special interest demands as well. There are state mandates on
public library hours, park and recreational programs, and local
payments for regional public transit systems. Mandates are enacted
on special education programs, local retirement systems, labor
relations procedures, and salary and wage levels.

A 1976 ACIR survey of state mandates found they were most
prevalent in four areas: 45 states mandated solid waste disposal
standards; 45 states mandat"d 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 revealt 3 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 federal
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 bocal Expenditures (Report A-67), Washington, D.C., U.S. Government
Printing Office, July 1978.



fully fund costs associated with state-irrposed mandates. Florida's
reimbursement procedure is statutory.

Tennessee's constitutional revision provides that no law of
general application shall inpose inireased 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 activities 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
tinancing.

Hawaii's constitution now provides the state must "share in
the cost of any new programs or increased services which the legis-
lature requires that counties provide."

The Florida statute calls for full reimbursement when: (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-
emption 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 s”ate general law which
establishes a service or activity which meets both state and local
objectives.

Of the 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
_ . _ _ I A

One step in the direction of state reimbursement is the provision C
of fiscal notes on state legislation. Fiscal notes estimate the effect
on the expenditures or revenues of a local government of implementing
or complying 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 ana 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 important 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 1in three states: California, Florida and Montana.

California

California®s statutes are the most comprehensive 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 imposed
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, 1increased 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 De reimbursed.

To be exenpt 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 sone reason for a dis—
claimer. In the first five years of the program, only 76 of the
1,400 bills that imposed 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 no 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
govern j:.nts, expanded the grounds for appeal for reimbursement, and
require . the California Department of Finance to review all non-
reimb.-~ 1 statutes adopted -fter 1972. Most importantly, local
govei:ry: rt,ts are vn the right to appeal bills that mandate
costs /.ut which Cain either a disclaimer or no appropriation.

Florida

In 1978 [ . rida enacted a bill stating that any statute
requiring "municipalities 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 exempted.



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 be vetoed by local governments. Hcwever, the law
does not apply to expenses incurred by local governments that are inci—
dental to the main purpose of the law.

The Montana experience has been uneven so far. Although most
of the legislation passed since 1974 has included a statement to
the effect that local governments may pay for mandates with money
fran 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 exempts 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 co.npensating funding.

State Mandates and Fiscal Notes - A Model
The Advisory Commission on Intergovarruoental Relations has

reviewed the status of state mandating across the country and the
problems associated with this practice, and has made a number of



4.116 State Mandates*

The constitutional fact of state supremacy over
local governments—the latter being "creatures of
the state"—provides the legislature and the courts
with authority to issue directives to these local
units. State-initiated mandates can be defined to
include any state constitutional, statutory, or admin-
istrative action that places new fiscal or adminis-
trative requirements on local governments. While
other definitions might be possible, no matter what
definition is wused, the main problem raised by
mandates is that added costs are imposed on local
government officials. Stated simply, state mandates
substitute state objectives for local priorities.

Because of the imposed restrictions on local
autonomy, few issues create more resentment
among local officials than state mandates. While it
is necessary that state governments have wide lati-
tude in establishing statewide policies and pro-
grams, there is a substantial controversy 011 how far
states should move into certain areas. The real
question becomes: Can state mandates be suffi-
ciently differentiated between an "appropriate” man-
date. and a:i "inappropriate” mandate?

The use of mandates has increased in recent years
for two notable reasons. First, state legislatures

«Derived from ACIR. Stale Mandating of Ixical Expenditures.
A-67, Washington. DC, U.S Government Prjmin% Office, Sep-
tember 1978 'ACIR, I“thor Management Policies Tor State ami
Loral Government. A-J5. Washington. DC. U.S. Government
Printin% Office, September 1969 ACIR, The Hole of the State In
Strengthening the Propern Tax, A-17, Washington. DC. US
Government ,Printin? Office. Jtine 1963, and ACIR, State-Local
Taxation ami Industrial Location. A-30. Washington. DC. U.S.
Government Printing Office. April 1967

C-l

have been increasingly reluctant to raise state taxes
in response to public demand for local services.
Second, the courts have taken a more active role in
ordering improvements in service standards. Conse-
quently, state legislatures arc sometimes tempted to
mandate local service increases, with no state fi-
nancing. and let local officials figure out how to pay
for the mandates.

Several justifications are offered in defense of
mandates: (l) to assure minimum statewide service
levels or a more unifoim level of service throughout
the state; (2) to develop professirnal standards for
employees; and (3) to implement state social or
economic policy objectives.

H must be emphasized that there is little or no
controversy over many state-initiated mandates,
particularly those relating to the organization and
procedures of local government. State mandates are
jus'tified to prescribe the form of local government,
the holding of local elections, and the designation of
public officers and their responsibilities. Due pro-
cess and "safeguard-type’ mandates arc necessary to
insure, for example, the equitable administration of
justice and the tax laws as well as to protect the
public from malfeasance. State mandates of a super-
visory nature are aUo necessary to require localities
to act or to refrain from acting so as to avoid injury
to. or conflict with, neighboring jurisdictions.

Despite the controversy and interest in the man-
dating issue, there is still little information available
on the scope of the practice. However, results ot an
ACIR survey indicate that among the most com-
monly mandated functions are special education



procrams (45 states) and solid waste disposal stand-
ards (45 states). Workmen’s compensation (for local
personnel other than police, fire, and education)
programs are mandated in 42 states while various
prov isions of retirement systems are mandated in 35
or more states. Most controversial, however, are
state mandates that extend to traditionally local
programs—park and recreational activities, for ex-
ample.

State controls over, and mandates upon, local
governments are manifested in constitutional and
statutory provisions and in judicial interpretations
thereof. Some state constitutional provisions and
slate legislation are enacted for the purpose of
restraining such state mandates. For example, four
state constitutions—Alaska. Louisiana. Pennsylva-
nia. and Tennesse—Ilimit the power of the state
legislature to impose mandates upon local govern-
ments.1 But the Pennsylvania provision, after dis-
avowing interference with internal affairs proceeds
to mandate binding arbitration of firemen and
policemen.2

‘Cottutiviion or the Stair of Alaska, art 11 sec. 19 provides
ih.il “Inc.il acts necessitating appropriations by a polisical
subdivision may not become effective unless approved by a
minority of the qualified voters voting thereon in the subdivi-
sion affected " The constitution also forbids a political subdivi-
sion to contract a debt "unless authorized lor capital improve-
ments hv its governing body and ratified bv a majority vote of
those ?ualified to vote and voting on the question” Constitu-
tion of the Sian" of Louisiana. art. VI. sec 14 provides that
"Vo lavs requiring increased expenditures for wages, hours,
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 apﬂroved by ordinance
enacted bv the governing authority of the affected political
subdivision or until the legislature .ippropnatcs funds for the
purpose to the .iftccted political subdivision and only to the
extent and amount that such funds are provided " Art Il. sec
"4, ol the Tennessee Constitution provides in part "Laws
imposing increased expenditures on local governments must
provide method of funding, and. in case of hills of general
application, provide stale share in the cost."

\rt Il see 3L of the Constitution of the Commonwealth of
I'ennwlsanta provides- "The General Assembly shall not dele-
gate lo ans special commission, private corporation or associa-
tion anv power lo make, supervise or interfere with any
municipal improvement, money, property or effects, whether
held in trust or otherwise, or lo Ievg taxes or pcrlorm any
municipal function whatever Notwithstanding the foregoing
limitation or any other provision of the Constitution, the
General Assemhlv may enact laws which provide that the
findings of panels or commissions, selected and acting in
accordance with law lot the adjustment or settlement of
grievances or disputes or lor collective bargaining between
policemen and firemen and [lheir public employers shall he
pinding ugon all parties and shall consiitmc a mandate to the
head ol the political subdivision which iv the employer, or to
the appropriate officer if the Commonwealth is the employer
witlt respect to matters which can he remedied h> admmistra-

C-2

Proponents of the constitutional approach argue
that this is surest way to protect local autonomy.
The constitutional amendment is preferable, they
argue, because state statutes cannot bind future
legislatures. On the other hand, opponents of
constitutional restrictions stress that this approach
removes the flexibility state legislatures need to
meet unforeseen future demands swiftly and deci-
sixel*.Opponents also note that the constitutional
route is slower than statutory action.

A third position advocates a constitutional provi-
sion which requires a two-thirdsjte of both houses
of the legislature before the state legislature may
mandate local government expenditures without
offsetting state financial aid. This provision is sup-
ported in sime states on the ground that the
proposed procedure is in conformity with the au-
thorization procedure contained in the existing
home rule amendment allowing the state legislature
by a two-thirds vote to pass a special law, provided
the Governor has recommended passage of the law.

Besides the constitutional provisions, some states
have adopted statutes which require state compensa-
tion for future mandated local costs or revenue
losses, or both.4 To date, the California statutes are
the most comprehensive of the existing state laws
on state reimbursement for mandated costs to local
government. Under the terms of Chap. 1406. 1972,
California statutes adopted the principle of reim-
bursing local governments for the costs incurred in
providing state-mandated services. The reimburse-
ment provision is broad in scope and intent, but it
should he noted that such reimbursement applies
only to subsequent mandates, and not retroactively.
The stale government commitment to reimburse is
not limited to specific areas of governmental activi-
ties: rather, it encompasses local costs that result
from (1) new state-mandated programs; (2)
creased service levels mandated for existing pro-

in-

tive action, und lo the lawmakin bod% of such political
subdivision or of the Commonwealth, with respect to matters
which require legislative action, to take the action necessary to
carry out such findin%s "

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

‘Revised Coiles of Montana. Annotated, see 43-517. provides
that "Any law enacted hv the legislature alter July 1. 1974
which requires n local government unit to perform an activity
nr provide a service or facility which will require the direct
expenditure of additional funds must provide a means to
finance the activity service or facility " And further, that “the
local %overnment unit may relusc to administer or enforce anv
law which docs not comply with the requirements of the section
it thill law requires any expenditure that would icquirc the
local government unit to exceed its statutory levy authority "



prams: and (.1). by amendment, costs previously
incurred at local option that have subsequently been
mandated by the state. Mandated local costs arising
from state administrative or executive orders are
also to be reimbursed.

in drafting its recommended model bill. ACIR
has concentrated on the reimbursement principle
and suggests that it constitutes the core of any
legislative proposal. The ACIR policy on state
mandates rests on the belief that states mandating
either new programs or increases in service levels, or
personnel and retirement benefits should share in
the cost that these programs impose on local gov-
ernments.

The first step necessary to come to grips with the
state mandating problem is a catalog or inventory
of exisfing state mandates. The legislative or execu-
tive branch, or both jointly, should define and then
catalog existing state-initiated mandates originating

b\ legislation, executive order, or administrative
rule and regulation. All state-initiated mandates
adopted in tie future should be added to the

catalog, and the estimated costs imposed on local
governments by all new mandates should be tabu-
lated at the conclusion of each legislative session.
Alter a catalog is created, ihe same reviewing body
should categorize these mandated programs so that
they may he fit into proper categories for reimbur-
sement as discussed later. Most importantly, the
catalog provides the indispensable first step neces-
sary to rationalize mandates in terms of current
policy concerns. (Some states may wisn to institute
some "sunset"l procedure for mandates, once an
accurate listing has been obtained.)

Secondly to accomplish these policy objectives,
stale statutes should provide procedures and formu-
las for partial or full reimbursement to local govern-
ments, depending upon the category of the man-
date. Drawing from the California statute, the
following draft bill provides certain safeguards: (a)
a fiscal note process to evaluate the cost of all
mandates, and (b) a strict interpretation of state-
initiated mandates.

finally, in recognition of the potential for disagree-
ment between state and local units of government as
to the costs imposed by state-initiated mandates, the
draft bill provides for an appeal and adjustment
procedure through a state agency designated to re-
solve local governments’ claims arising from inade-
quate slate funding of ihe reimbursement provisions.
Optional 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 administrative
procedures have been exhausted.

Section | gives the short title of the bill.

Section 2 serves as a policy statement for the bill,
including ihe recognition that state mano.'tes have
often produced confusing, inconsistent and inequita-
ble relationships between the state government and its
local political subdivisions, and that lo correct these
problem areas a review of existing mandates should
be undertaken with an eye to developing corrective
actions to produce a consistent and equitable frame-
work of state-local relations.

To establish a uniform basis for sifting through the
historical record, the term "mandate" must be de-
fined. SECION 3 of the bill defines a state mandate and
the various categories of mandates. A broad rather
ihan narrow definition is preferable in providing a
basis for differential treatment of various types of
mandates.5 These definitions serve as a necessary
prerequisite to any cataloging or reimbursement
procedure, and constitute a first step of a review
process of state mandates.

Section 4 of the suggested legislation calls for the
legislative or executive branch, or both jointly, to
catalog and publish descriptions of existing state-
initiated mandates originating by legislation, execu-
tive order, or administrative rule and regulation. State
mandates which are a result of federal legislative,
executive, and court initiatives arc also to be included
in ihe catalog with appropriate annotation. uj arc all
future state-initiated mandates. The estimated costs of
all new state mandates imposed on local governments
are lo be tabulated at the conclusion of each legisla-
tive session.

Section 4 provides further that the catalog should
indicate to which local government unit or official the
mand. ,# is directed, whether or not direct costs arc
attributable to the mandate and what those costs are,
ihe extent of state financial participation in the
mandate, and a description of the mandate and its
source.

Section 5 requires that, in addition to any statutory
requirements for evaluating the fiscal impact of pro-
posed mandates, the state legislature and executive
branch adopt, cither by statute or rules of procedure,
provisions for a statement of the statewide policy
objective or objectives that require or justify the
imposition of the proposed requirement upon the
local government. The premise underlying this re-

"Il the definition of mandates in general is narrowed at the outset,
the door is closed lo obtaining u complete inventory of man-
dates m effect nnd n subsequent delineation of e'IUMitiei*" and
“iiniiisiificd” mandates



uuirement is that a good deal of irritation and friction
concerning state-mandated costs imposed on local
governments stem from the failure to articulate
clearly the statewide policy objective.

Section 6 specifies the reimbursement share to be
paid by the state government to the local unit for each
category of mandate defined in Section 3 of the bill.
Briefly, subsection (b) calls for at least a 509 reimbur-
sement of service mandates. Subsection (c) calls for a
1009 reimbursement of the loss of local revenue
directly attributable to a mandated classification or
exemption of property for purposes of ad valorem
property taxation. Subsection (d) calls for reimburse-
ment of personnel mandates to the full extent of
increased costs incurred by local governments directly
attributable lo the mandate, with a few exceptions.
Subsection (e) calls for a 1009 reimbursement of local
governmental costs directly attributable to a man-
dated incense in public employee retirement benefits.
It should be noted that reimbursements arc to be paid
only for mandates effective subsequent to the effective
date of this legislation.

Finally, subsection (a) of Section 6 expressly re-
lieves the state of reimbursement liability for man-
dates dealing with the organization and structure of
local government, matters of due process, and interlo-
cal equity as defined in Section 3 of the bill. Subsec-
tion (> provides that any proposal which creates or
enlarges a state mandate shall bear cither a proposed
authorization for appropriation of an amount neces-
sary for reimbursement or a disclaimer from reimbur-
sement liability, stating the specific reason for such
exclusion as provided in SECtion 9o(a).

Section 7 deals with the situation where the state
also places a lid on local expenditures or taxes and
calls for local government units to have the authority
necessary to levy taxes beyond the general limitations
on local government taxes ot expenditures when
mandates arc not reimbursed. As a practical matter,
this authority can be restricted to those local costs
Ihat exceed S5.000 or 19 of the local operating
budget. In this way, the financial bind of local offi-
cials will be eased while the state policy will be
coordinated through a reconciliation of program
objectives and the desire to restrain local government
tax and expenditure growth.

Section 8 calls for the state agency charged with
oversight of mandates to complete and submit to the
Governor and the legislature, within three mon'hs of
ine publication of the catalog prescribed in Section 4
a review and report on mandates existing prior to the
effective date of the act. This report is to include but
not be restricted to matters relating to the history of

the mandate, its costs, and extent of state reimburse-
ment 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 information or recommendations which the
agency considers pertinent. The objective of this
required review would be to highlight those mandates
that no longer meet a current statewide policy objec-
tive. and at the same time to uncover mandates that
continue to meet current statewide policy but need to
be strengthened or changed if they are to be effective.

Once it has been determined that reimbursement is
a desirable statewide policy, a mechanism for review-
ing reimbursement applications and for paying reim-
bursements to the local unit must be established.
Section 9 of the bill sets forth this procedure. First,
however, subsection (a) expressly lists several circum-
stances which shall exclude the state from reimburse-
ment liability. Basically, these circumstances arc
those which impose little recognizable new duty on
the local government, or impose only minimal new
costs, or those which impose ad itional costs but also
provide offsetting savings. Additionally, subsection
(a) enables the legislature to disclaim reimbursement
liability for a unique or compelling policy reason, pro-
vided the reason is stated within the proposed act
establishing the mandate.

Subsections (b) and (c) of Section o provides the
procedures necessary for an estimation of reimburse-
ment costs, application for reimbursement, and a
disbursement procedure. Most importantly, subsec-
tion (b) calls for an estimate of mandated costs to be
prepared by an agency of the state executive branch
after consultation with the affected local government
unit and for the estimate to be submitted to both
houses of the legislature before consideration of the
proposal. Subsection (c) calls for the local govern-
mental unit affected by the mandate to submit an
application for reimbursement with estimated costs
within 60 days of its effective date, and for an agency
of the executive branch to review this application and
forward the application upon approval to the approp-
riate agency for reimbursement or to the legislature
for a direct appropriation to the local units of govern-
ment. It should be noted that all reimbursement
procedures are subject to the right of the state to audit
the records of any local gove.nment to verify the
actual costs of the mandate and make changes if
necessary. Subsection (d) of Section o provides the
local unit witn the authority needed to appeal any
adverse reimbursement decision to a designated state
agency.

States having a general revenue sharing or per



capita aid program for local governments will aready
have established procedures for executive review,
appeal, and reimbursement that can be adapted to
accommodate mandate reimbursement application,
review, and adjudication.

Some states may desire to make reimbursements a
funtion of the legislature, through annual appropria-
tions to the individual local units, following receipt of
a recommended .reimbursement schedule from the
executive branch.

Recognizing that such an administrative appeals
process may not be sufficient in some cases, an
optional Section 9 is included in the draft legislation
calling for local governmental units to have the right
(a) to initiate court action when the local unit feels
there has been inadequate reimbursement or an
improper decision as to whether a proposal involves
state-mandated costs, or to enjoin the effect of the
mandate until funds arc available; and (b) to refuse to
comply with the mandate.
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secTioN 1. Short Title. This act may he cited as “The State Mandates Act."

secTioN 2 Findings and Purpose.

(a) The [Iegislature] finds that preceding actions of the state government in specifying the manner,
standards, and conditions under which public services are rendered to citizens by the political subdivisions
of this state on occasion have not resulted in equitable relationships between the state government and its
local political subdiv isions. Some of these actions have dealt in detail with the internal management of local
governments, others have specified the establishment of new services and facilities without providinganv
new revenue sources or any financial participation by the state in meeting the additional costs; still others
have specified the adoption of higher ser\ ice standards without a full assessment of the impact upon local
expenditures and tax rates

(b) It is the purpose of this act

(1) to provide for the collection and periodic publication of information on existing and future
state and federal mandates;

(2) to enunciate policies, criteria, and procedures to govern any future state-initiated specifica-
tion of local government services, standards, employment conditions, and retirement benefits that has the
effect of necessitating increased local government expenditures in such a way as to accommodate the
constitutional obligations of the state government in addressing problems of statew ide concern, while
asniding the imposition of state standards upon essentially local responsibilities without appropriate
reimbursement or other appropriate fiscal participation on the part of the state government; and

(3) to provide for a review of existing mandates and an identification of the nature and
magnitude of corrective actions needed to produce a consistent and equitable framew ork of state-local
relations regarding mandated services, standards, and expenditures.

secTioN 3. Definitions

(@) “I ocal government” means a city, [municipality.] county, township, town, [borough, village.]
school district, or special district

(b) “State mandate" means any stale-initiated constitutional, statutory, or executive action that
requires a local government to establish, expand, or modify its activities in such a way as to necessitate

additional expenditures from local revenues, including any order issued by a state court except judgments in
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eminent domain condemnation and tort liability proceedings, or proceedings relating to local government
performance or nonperformance under any contract or agreement. State mandates may be reimbursable or
nonreimbursable as provided in this act,
(c) “Local government organization and structure mandate" is a state mandate concerning such
matters as
(1) the form of local government and the adoption and revision of local government charters.
(2) the establishment of multicounty districts, councils of governments, or other forms and
structures for interlocal cooperation and coordination;
(3) the holding of local elections;
(4) the designation of public officers, and their duties, powers, and responsibilities; and
(5) the prescription of administrative practices and procedures for local governing bodies.
(d) “ Due process mandate" is a state mandate concerning such matters as the
(1) administration ofjustice,
(2) notification and conduct of public hearings.
(3) procedures for administrative and judicial review of actions taken by local governing bodies,
and
(4) protection of the public from mulleasance, misfeasance, or nonfeasance by local government
officials.
le) “ Benefit spillo\er” is the process of accrual of social or other benefits from a governmental service

to jurisdictions adjacent to, or beyond the jurisdiction providing the service.

) "Service mandate" is a state mandate as to creation or expansion of governmental services or
delivery standards therefor and those applicable to services having substantial benefit spillover and

consequently being wider than local concern; for purposes of this act, applicable services arc

(1) elementary and secondary education,
(2) community colleges,

(3) public health.

(4) hospitals,

(5) public assistance,

(6) air pollution control.

(7) water pollution control,

(K) solid waste treatment and disposal.

(9) non-local public transportation, and

(20) [other statewide or non-local servicesfor which the slate might he expected lo establish levels
or delivery standards.]

A slate mandate that expands the duties of a public official by requiring the provision of additional



1 services is a ‘’service mandate” rather than a "local government organization and structure mandate."
2 (g) "Interlocal equity mandate" is a slate mandate requiring local governments to act so as to
3 benefit other local governments or to refrain from acting to avoid injury to. or conflict with, neighboring

4 jurisdictions, including such matters as

5 (1) land use regulations.

t, (2) tax assessment procedures for equalization purposes, and

7 (3) environmental standards.

3 (h) “Tax exemption mandate" ! is a state mandate that exemptsprivately owned property or other

o specified items from the local tax base, such as

10 (1) exemption of business inventories from the local property tax base, and

U (2) exemption of food or medicine from the local sales tax.

12 (i) “Personnel mandate" is a state mandate concerning or affecting local government
o~ (1) salaries and wages,

(2) employee qualifications and training (except when any civil service commission, profes-
sional licensing board, or personnel board or agency established by state law sets and administers
lo standards relative to merit-based recruitment of candidates for employment or conducts and grades
j_ examinations and rates candidates in order of their relative excellence for purposes of making
13 appointments or promotions to positions in the competitive division of the classifiedservice of the
[0 public employer served by such commission, board, or agency).

(3) hours, location of employment, and other working conditions, and

N (4) fringe benefits including insurance, health, medical care, retirement and other benefits.
22 secTioN 4. Collection and Maintenance of Information Concerning State Mandates.
13 (@) The [department of community affairs] [state comptroller] [other agency in the executive

H  branch ofstate government] [committee, agency, or office of the legislature] shall be responsible for

25 (1) collecting and maintaining information on slate mandates, including such information as

2t max required for effective implementation of the provisions of this act;

27 (2) reviewing local government applications for reimbursement submitted pursuant to this
28 act;
2° (3) hearing complaints or suggestions from local governments and other affected organiza-

30 tions as to rxisting or proposed state mandates; and
31 (4) reporting periodically to the Governor and [legislature] regarding the administration of
32 provisions of this act and changes proposed thereto.

33 (b) (1) Within [12 months] following the effective date of this act, the [head 0f state agency

See vuppesicd legislation State Compensation Programs for State-O»ned Property



, specified in subsection (&) above] shall collect and tabulate relevant information as to the nature and
2 scope of each existing state mandate, including but not necessarily limited to
3 (i) identity of type of local government and local government agency or official to

4 whom the mandate is directed;

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

7 (iii) extent of state financial participation, if any, in meeting such identifiable costs;

8 (iv) state agency, if any, charged with supervising the implementation of the mandate;
o (v) a brief description of the mandate and a citation of its origin in statute or

10 regulation.

11 (2) The resulting information shall be published in a catalog [available to legislators, state
12 and local officials, and interested citizens]; as new mandates are enacted they shall be added to the

13 catalog, and at the conclusion of [each annual or biennial session of the legislature or other specified
14 time] the [state executive or Iegislative agency] shall list each new mandate enacted at the preceding

13 legislative session, and the estimated additional identifiable direct costs, if any, imposed upon local

lc governments.: A revised version of the catalog shall be published every [five] years, beginning with the

17 publication date of the initial version.

IS 3) Informatior comparable to that described in subsection (1) above shall be collected by
19

[state agency] regarding federal legislative, executive, and judicial mandates and shall be included in the
initial and subsequent versions of the catalog.5

secTioN 5. Specification of State Policy Objective.

(a) Subsequent lo the effective date of this act, any proposal for legislation submitted by the
23 executive branch of the state government, any bill filed for introduction by a member of the [Iegislature],
24 and any committee print of a new or amended bill that has the effect of creating or enlarging a state
25 mandate upon local government as defined in Section 3(b) of this act shall include, in addition lo the
20  estimated additional costs to the affected local governments as provided under [Citation of any statute(s)
27 requiring the attachment to proposed legislation of notes on local governmentfiscal impact], a
29 statement of the statewide policy objective or objectives that require or justify the imposition of the
29 proposed requirements upon local government and the extent to which such policy objectives or
30 objective cannot be achieved in the absence of such proposed requirements.4

31 (b) Subsequent to the effective date of this act. any executive order or administrative regulation

See suggested legislation legislative Sales on the Fiscal Impacts on Local Governments of State Actions Also a provision might he in-
cluded lor didcrenlialing between initial or first-year costs and subsequent annual operating costs

‘(euetal mandates arc so numerous and complex that states may wish to confine catalog coverage to certain major or other selected categories

«In some states the substance of this subsection would be provided in the Ie?islatur_e's rule of procedure rather than by statute, at least with regard
to the res{yonmbqht;es imposed upon individual members or commit tecs; alternatively such a rule might provide that considetat ~ 'famandate
bill would not tic in order, absent the requited statement ol policy objective.
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that creates or enlarges a mandate as defined in Section 3(b) of this act shall include a statement of the
statewide policy objective or objectives as specified in subsection (a) above.

secTioN 6. State Reimbursement to Local Governmentfor 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 [50rr]. but under no circumstances more than [1009c] of the increase in costs of a
local government directly attributable to a service mandate as defined in Section 3(f) 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 enactment a program of state aid
for the service affected by the mandate whereundcr the non-local share for 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 or 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.

[(c) [100r(] 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 taxed on January 1,

[insert year in which this act is to he effective].]”

(d) Except for a state mandate that places a floor under retirement benefits or that affects
personnel qualifications for local employees, the salaries and wages of which arc partially or wholly'
financed under a state 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 bv local governments directly
attributable to such mandate.

(e) AIll 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 —o

«States ma> wish to provide total or partial reimbursement in case of mandated cxcmpiions of business inventories (see ACIR State Legislative
f'wrraih Vol 3 M-94, Sioie am! .ot ul Hrvemirs, 3 ]0". pé)t 49-52 Washington. DC.t S Government Printing Office. Nos, mbcr 1975) Sec
a

suggested legislation. Siair Ci>nipen\iiiinn I'rngrams for
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costs above a 75 takehome salary replacement] shall be reimbursed by the state.6

(0 Subsequent to the effective date of this act. any proposal for legislation submitted by the
executive branch of state government, any bill filed for introduction by a member of the [Iegislature], and
any committee print of a new or amended bill that creates or enlarges a state mandate of the type
specified in subsections (b). (c). (d). and (e) above, shall bear either a proposed authorization for
appropriation of an amount necessary to provide the reimbursement specified above or a disclaimer
from reimbursement liability, stating the specific reasons for such exclusion, as provided in Section 9(a)

below.

secTioN 7. Exemptionfrom State-Imposed Limits of Taxes [andlor Expenditures] of Local
Governments of Revenues Seeded to Meet Increased Costs Directly Attributable to State Mandates.

Execution of state mandates as defined in this act is herebydeclared a publicpurpose ofaffected
local governments in the [insert name 0f5t&t6], and where the increased local costs directly attributable
to any nonreimburseable mandate as provided in Section (6) above exceeds [55,000] [1% of the operating
budget of the local government], the excess may be included in the [property tat levy] [fiscal year's
operating expenditure] above and beyond the limitations set forth in [cite applicable statutory provision
setting general limitations upon local government tax rates or levies or upon expenditures],

secTioNs. Review of Existing Mandates.

(a) Concurrently with, or within [three] monrhs subsequent to thepublication of acatalog of state
mandates as prescribed in Section 4(b) above, the [State agency charged with oversight of mandates in
Section 4(a)] shall submit to the Governor and the [legislature] a review and report on mandates enacted
prior to the effective date of this act and remaining in effect at the time of submittal of the report

(b) The report shall include for each mandate the following:

(1) the factual information specified in Section 4(b) for the catalog;

(2) extent to which the enactment of the mandate was requested, supported, encouraged, or
opposed by local governments or their respective organizations;

(3) whether or not the mandate continues to meet a statewide policy objective or has
achieved the initial policy intent in whole or in part;

(4) amendment: if any required to make the mandate more effective;

(5) whether the mandate should be retained or rescinded;

(6 ) whether state financial participation in helping meet the identifiableincreased local costs
arising from the mandate should be initiated, and if so, recommended ratios and phasing-in schedules;

and

'In mans states most local government retirement benelits have already reached wliat arc regarded as adequate IcseK among retirement and
actuarial experts (e g i-KIiL take-home salary replacement utter meeting length of service requirements!; mans arc beginning to exceed (his
lescl iimiJ increasing concern about the financial sou tdncss ol local retirement systems Kacli stale il need lo develop its ossn definition ol
“adequate” with any mandated enrichments user lit. level subiect to lull or partial stale reimbursement



1 (7) any other information or recommendations which the [jra/e afffmr] considers pertinent.

)

[(c) Any mandate not renewed, revised, or dealt with otherwise by the [Iegislature] shall terminate
3 at the end of three years following the publication of Ihe initial version of the catalog prescribed in
4 Section 4(b).]'
5 [(d) The [appropriate committee of each house of the legislature] shall review the report and shall
initiate such legislation or other action as it deems necessary.]

secTioN 9. Exclusions Reimbursement Application. Review, Appeals, and Adjudication.

(@) Exclusions. Any of the following circumstances inherent to. or associated with, a mandate

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

10 (1) accommodates a request from local governments [or organizations thereof]:*

11 (2) results in no new governmental duties, including legislation or regulation permissive in
12 nature;

13 (3) provides only clarifying or conforming, nonsubstantive changes in an earlier statute or
14 regulation;

15 (4) imposes additional duties of a nature which can be carried out by existing staff and

lo procedures at no appreciable net costincrease;

17 (5) creates additional costs but also provides offsetting savings resulting in no aggregate
is* increase in net costs;

lo (6) imposes a cost that is whol'y or largely recovered from federal, state, or other external
20 financial aid;

2| (7) imposes additional net costs of less than [S1.000 for a single local government or | 10 of
22 a null on the statewideaggregate local properly tax base].

Additionally, the [legislature] may exclude a mandate from reimbursement liability for a unique or
compelling policy reason, such reason to be stated in the act establishing the mandate.
() Reimbursement Estimation and Appropriation Procedure.
(1) When a bill is introduced in the [legislature], the [legislative counsel or other office of the
Iegislature] shall determine whether such bill requires reimbursement to local governments pursuant to
this act. The [cOUNSel or Office] shall make such determination known in the digest of the bill.

In making the determination required by this subsection the [Iegislative roizmrf] shall disregard any

Il i state desires lo inmate I »'sunset” procedure lor forcing attention to mandates already on the books the procedure should lolloss that set
liroi in the state's general "sunset” lavs. Il one exists, additionally the legislature might find it preferable in consideration of workload toeseludc
"torm and structure" and "due process” mandates from the scope ol "sunset "

‘A state mandate that arises as a direct tesiili of a Iegislative provision sought by local government* probably should not require
reimbursement  The wording ol this exclusion depend' upon The structure and process that underlies stale Ie%islation on local
Foyernment aflatrs in a given state including such lactors s the extent lo which such matters arc handled b\ general law or a* special
egislation targeted bv natrv or narrow population class to one or a few local governments; the nature td the local governments' reﬁuest
in a specific msiance. nature of testimony given tn support ol (he legislation, degree ol unanimity <d support among the individual local
governments, and the role of state orgamrations ol city 0l counts officials and the scope and nature of the process by which the
organizations establish positions in sipport of or opposition to specific legislative hills.
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1 provision in a bill which would make inoperative the reimbursement requirements of Section 6 above,

2 and shall make the determination irrespective of any such provision.

3 (2) Whenever the [legislative counsel] determines that a bill will require state reimbursement
4 to alocal government as provided in Section 6, the [department offinance or other executive branch
5 Hscal after consultation with the [department of community affairs or the state agency

o (designated in Section <and subsequently] shall prepare estimates of the amount of reimbursement which
7 will be required.9 Such estimates shall be prepared for the [respective committees of each house of the
8 Iegislature] which consider taxation and appropriation measures and shall be prepared prior to any
9 hearing on such a bill by any such committee.
10 (3) The estimate required by subsection (2) above shall be the amount estimated to be
ji required during the first fiscal year of a bill's operation in order to reimburse local governments
i, pursuant to Section 6. for costs mandated by such bill. In the event that the operative date of such a bill
j, does not begin on the first day of [state fiscal year], the estimate shall also include the amount estimated
to be required for reimbursement for the next following full fiscal year. In the event that a bill is
15 amended on the floor of [either Ziouse], whether by adoption of the rcpon of a conference committee or
16 Otherwise, in such a manner as to require reimbursement pursuant to this act, the [legislative counsel]
1 shall immediately inform, respectively, the [Speaker of the House and the /resident of the Senate] of

18  such fact. Such notification from the [legislative counsel] shall be published in the journal of the
13 [respective houses of the legislature].

20 (4) For the initial fiscal year, reimbursement funds shall be provided as follows:
21 (i) anv statute mandating such costs shall provide an appropriation therefor, and
= (i) any executive order mandating such costs shall be accompanied by a h

2* appropriate the funds therefor, or, alternatively an appropriation for such funds shall he included in the
24 executive budget lor the next following fiscal year.
23 In subsequent fiscal years, appropriations for such costs shall beincluded in the [executive budget]
and general or supplemental appropriation bills.
(5) The amount appropriated for such purposes shall be [appropriated to the [state fiscal
28 agency] for disbursement] (appropriated directly to the local units of government pursuant to
jo subsection (c) below],
X Icy Reimbursement Application and Dishursement Procedure.
u (1) For the initial fiscal year during which reimbursement is authorized, each local govern*
<2 mcnt believing itself to be entitled to reimbursement under this act shall submit to the [department of
community afftirs] [state fiscal agency] [other appropriate state officials or agency], within [>() days of

‘Where the Ie%islature ha» prosified a fiscal note procedure (as referenced in footnote lo Saturn 4it>/2i ahosc), somewhat diilercnt
wording mnv he needed



»w N O (&)

©

10
11
12
13

14

17
It
19
20

21

23
24
23
2c
27
2?
29
30
31
32
33

35

the operative date of the mandate a claim for reimbursement accompanied by its estimate of the
increased costs required by the mandate for the balance of the fiscal year. [The department of
community affairs) [or other state executive agency] shall review such claim and estimate and forward
them with its comments to the [State fiscal agency]]. The [department offinance] [or appropriate state
fiscal agency] shall fpay such claims from the funds appropriated pursuant to subsection (b) above,
provided that it may

(i) audit the records of any local government to verify the actual amount of the
mandated cost, and

(ii) reduce any .claim determined to be excessive or unreasonable.] [submit to the
[legislature] a schedule of recommended appropriation to respective units of local government]

(2) For the subsequent fiscal years, local governments shall submit claims as specified above
on or before [(ate] of each year. The [state fiscal agency] shall [pay] [recommend to the [legislature]
the payment oil such claims from funds appropriated therefor, provided that it

<) may audit the records of any local governments to verify the actual amount of the
mandated cost.

(iil may [reduce] [recommend to the [Iegislature] the reduction of] any claim, determined
lo be excessive ot unreasonable, and

(iii) shall adjust the payment to correct for any underpayments or overpayments which
occurred in the previous fiscal year.

(3) Any funds received by a local government pursuant lo this act may be used for any
public purpose.

fty Appeals and Adjudication.

n | ocal governments may appeal determinations made by state officers acting pursuant to
this act The appeal must he submitted to the [department of community affairs or other state agency
designated in Section /] within [days] following the date ol receipt of the determination being appealed.
[The appeal must nclude evidence as to the extent to which the mandate has been carried out in an
effective manner and executed without recourse to standards of staffing or expenditure higher than
specified in the mandatory statute]. Ihe [State agency], afier reviewing the evidence submitted lo it.
(may increase or reduce the amount ol a reimbursement claim] [shall submitl to the legislature any
recommendations lor change], [The decision of the [agency] shall be final.] [.Vomc States, especially
those already having hoards of control or other adjudicatory body for review of claims against the slate
mav wish to provide a second level of appeal],

secTioN 10 Refusal to Comply with Mandate and Judicial Review Thereof.
[(d) An affected local government may, by resolution refuse to comply with or enforce any law

not meeting the requirements ol this act.1’ A copy of such resolution shall be transmitted within 24
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1 hours to the [attorney general; Governor.]]

(o) [A section that would permit a local government to initiate ourt action to determine whether
or not an enacted statute or issued executive order correctly specifics that it docs not involve any state-
mandated costs, or if it involves such costs that there is an adequate appropriation available and that
would require the court to enjoin the effect of the mandate untilfunds are available.]"

] secTioN 11 Effective Date. [Insert effective date.]

7 secTioN 12 Separability. [Insert separability clause.]

"Sec Revised Codes of Montana, sec 43-517. SB 231 Florida Scnalc. 1978 provided "The municipality or county may refuse to
comply with, administer, or enforce any law which docs not 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 Iegislatiop shall do so expressly; reasons for legislative deviations from this

section shall be stated with particulari%in the preamble of the act.’
"See AH 15h3. California Assembly. 19



4.103

Legislative Notes on

The Fiscal Impact on Local Governments
Of State Legislative Actionl

Stale legislative action often affects the expendi-
tures and revenues of state government and local
governments. The -eejchmenl of estimates of such
costs (fiscal notes) to bills as the=> move through
the legislative process assures a legislator's knowl-
edge of ihe fiscal impact of the new or expanded
programs being authorized or the requirements be-
ing imposed. It also enables interested citizens to fi,,
responsibility for increased governmental costs and
taxes. The Advisory Commission on Intergovern-
mental Relations, therefore, has recommended that,
as a counterpart ol a package providing citizens
complete information about fiscal affairs, states in-
clude, with all major state legislation and proposed
administrative regulations affecting local govern-
ment revenues or expend lures, an explicit note set-
ting out the fiscal impact on those local governments
of the legislation or regulations.

The great majority of stales provide some formal
or informal procedure for attaching fiscal notes to
pending legislation affecting slaie finances. Only
22, however, apply a -imilar procedure lor legisla-
tion affecting local governments. Among the latter,
only nine require the procedure as a matter of statu-
tory law, most such fiscal note procedures have
brcn established by joint rules of the legislature.
Moreover, very few slates require the attachment of

'‘Derived from ACIR, Stale Limitations on Local luses and Ex—

perditures. A-64, Wushinpiori, DC. U.S. Government Rfiniinu
Office, february IV77; and State Mandatmy of Local Expendi-
tures. Report A-67, Washington, DC, LS Government Prim-
ing Office. September 1977

fiscal notes to proposed administrative rules or reg-
ulations.

Attachment of fiscal notes adds a new dimension
to the legislative process—an increased sense of re-
sponsible questioning and examination on the part
of state legislators. With knowledge of the esti-
mated cost of proposed legislation, they must accept
responsibility for their acts. The taxpaying public is
bound to benefit—either in tax savings or in more
considered public programs, or both.

As states move toward reimbursement of local
governments for mandated programs, the attach-
ment of fiscal notes becomes an essential part of any
such procedure. The fiscal note will provide a basis
for estimating the cost of such reimbursement and
then initiating the actual reimbursement process.-'

The following suggested legislation requires that
fiscal notes be attached to legislation or administra-
tive actions affecting local governments. It com-
prises a full fiscal note procedure and can be made
to apply to legislation affecting state government,
Slates that already have adequate stale fiscal note
legislation may simply wish to use the applicable
local government provisions as amendatory to their
present statutes. Requiring fiscal notes on legislation
affecting local governments may also be handled
through legislative rules or resolutions, rather than
by statute.

The suggested bill is based on Arkansas and
Maryland statutes (Act 221 1977 Session, and An-

\Scc vuggcevied legislation on state mandates



notaied Code, Art. 40, secs. 63-7-A, respectively).

Section | stales the title of the act.

Section 2 stales the findings and purpose of the
legislation.

Section 3 defines a fiscal note.

Section 4 requires that fiscal notes be attached
lo all bills and resolutions with a fiscal impact on
local governments.

Section 5 provides a parallel requirement for ad-
ministrative rules and actions.

Section 6 specifies the information to be con-
tained in a fiscal note.

Section 7 designates the official responsible for
preparing the fiscal note ot for determining that a
fiscal note is not necessary and directs the official to
obtain the advice and assistance of local government
officials, when appropriate.

Sections 8 and 9 provide for revision of notes and
replacement of waivers with notes if bills and reso-
lutions are amended to change their fiscal impact.

Section 10 requires that fiscal notes be made avail-
able for public inspection.

Sections 11 and 12 are separability and effective
date clauses.
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Suggested Legislation

ING THE ATTACHMENT OF FISCAL NOTES
ISLATION AFFECTING LOCAL GOVERN
FINANCES]

IBe it enacted, etc.)

secTioN 1 Short Title. This act may be cited as the “’{State] Local Government Fiscal
Notes Act."

secTioN 2 Findings and Purpose.

(a) The [Iegislature] finds that many [local political subdivisions] of this state are adversely
affected by the fiscal effects of rules, orders of regulatory bodies, and acts of the [Iegislature]. In many
instances, neither the [legislature] nor the affected local governments are fully aware of the extent
of the fiscal consequences of proposed laws or administrative actions. The [Iegislature] finds also that
awareness on the part of legislators and interested citizens of the fiscal impact of proposed administra-
live actions and laws can result in tax savings or in more considered programs, or both.

(b) It is the purpose of this act lo require the attachment of a fiscal note to each proposed law,
joint resolution, regulation, rule, order, or administrative law presumed to have a fiscal impact on the
{local political subdivisions] of this stale.

sectioN 3 Fiscal Note Defined. For purposes of this act, “ fiscal note" means a realistic state-
ment of the estimated effect on the expenditures or revenues of (local political subdivisions] of implc-
mcnting or complying with a proposed law, joint resolution, regulation, rule, order, or administrative
law.

secTioN 4 Fiscal Note Required on Legislation Before any vote is taken in a committee of the
[legislature] or on the floor of [Cither house] thereof, on any bill or joint resolution affecting the
expenditures or revenues ol a {local political subdivision], a fiscal note shall be filed with the chairman
of the committee to which the bill or resolution was referred and the [Chiefclerk o] each house]. any
representative of any [local political subdivision] requesting a copy of the fiscal note shall be furnished
xxilh a copy immediately upon request The sponsor of the bill or resolution shall be responsible for
causing copies of the fiscal note to be furnished as required by this act.

secTioN 5. Fiscal Aott Required on Administrative Actions. No regulation, rule, order, or
administrative law, or amendment to an existing regulation, rule, order, or administrative law which
would affect the expenditures or revenues of any (local political subdivision] in this state shall be
valid, unless 30 days prior to Us adoption by the board, commission, agency, department, officer, or

other authority of the government of the [r/tvm stale], except the (legislature, the courts, and the
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'Governor], such board, commission, agency, depan mem. officer, or other authority shall file a fiscal
note with the [secretary ofstate]. Anv (local political subdivision] that will be affected bv the pro-
posed regulation, rule, order, administrative law, or amendment thereto shall, upon request, immedi-
ately be furnished with a copy of the fiscal note by the board, commission, agency, department, of-
ficcr, or other authority.

secTioN 6. Contents of Fiscal A'ate. A fiscal note shall contain an estimate of the effect of the
bill, jomt resolution, or administrative action on the expenditures or revenues of [local political sub-
divisions] for the fiscal year in which the bill, joint resolution, or administrative action would become
effective if enacted and for the next [four] succeeding fiscal years. If the effect of the bill, joint reso-
lution, or administrative action is not expected to be totally evident within the applicable period, the es-
limalc shall be projected beyond that period lo include an estimate for the first fiscal year in which it is
expected lo be fully effective.

secTioN 7. [reparation of Note or Waiver. The [chieffiscal officery [legislative research
director] shall have the fiscal note prepared by his office or by other departments or agencies of stale
government. Where appropriate, he shall seek the advice and assistance of local government officials
or their representatives. A waiver of the fiscal note shall be prepared by the [chieffiscal officer]
[Iegislative research diFGCIOI'j for any bill, joint resolution, or administrative action that does not
have a direct effect upon the revenues or expenditures of [local political subdivisions]. If the fiscal
note is not prepared by the [Chieffiscal officery [legislative research director], the department or
agency of stale government preparing the fiscal note shall be clearly indicated on the fiscal note along
with the signature of the [Chieffiscal officery rlegislative research directorj or his authorized rep-
rescntative indicating that the [Chieffiscal officery |legislative research director]agrees with the
fiscal impact estimate thereon.

sec T1oN s. Revision of Note. A fiscal note that is attached to a bill or joint resolution shall be
revised if an amendment is adopted that changes the fiscal effect of the bill or joint resolution, unless
this requirement is waived by (the chairman of the committee to which the bill was referred,] the
president of the senate] or the [speaker of the house]: provided, however, that such waiver shall
apply only to technical changes. The revised fiscal note shall be processed by the [chieffiscal officer|
[Iegislative research diI'GCtOf) and returned as quickly as possible lo the committee, or the clerk of the
[fiomv<H, or [secretary of the Senate| if one ol the latter has the custody of the bill or joint resolu-
non at that time.

secTion 9. Replacement of Waiver With Note. A waiver of a fiscal note sha'i be replaced with

fiscal note if an amendment to a bill or joint resolution causes the bill or joint re olution to have an cf-

Liitier 1€ cfucf focjl office of ilic executive brand) or ol the Ic|iidaiurc MBY > desi*njiccl
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feet upon the revenues or expenditures of [local political subdivisions).

secTioN 10 Retention of Copy of Fiscal Mote or Waiver; Inspection; Publication of Note or
Waiver in Journals, Matter of Public Record.

(@) A copy of each fiscal note or waiver of a fiscal note shallbe retained by the [chieffiscal of-
ftcer] [legislate research director], and be reasonably available for public inspection, for [at
least three years following its preparation) [the duration of the program). The fiscal note or waiver
of a fiscal note attached to any bill or joint resolution shall be published in the [journal of™*ach house
of the [legislature) [session laws for the legislative session in which the act to which it applies is
enacted).

(b) A fiscal note, upon being filgd as herein provided, is a public recordwithin the meaning of the
[cite state freedom of information act)

secTioN 11. Separability. [Insert separability clause ]

secTioN 12 Effective Date. Insert effective date.]



SENATE HOUSE

Bill It subject Coir™ittee Bill it Subject Committee
348 Est. Unorg. Boros C/RA & Finance 580 Est. Unorg. Boros (C/RA & Finance
349 Planning Assistance C/RA & Finance 582 Planning Assistance C/RA & Finance
350 DPDP C/RA & Finance 581 DPDP C/RA
351 State Aid to Munici C/RA & Finance 583 State Aid to C/RA & Finance
Municipalities
352 Fiscal Notes C/RA & Finance 586 Fiscal Notes C/RA
353 Incorp. 2nd Class C/RA & Finance 585 Incorp. 2nd Cls. C/RA
Boroughs Boroughs
354 Elimination 3rd C/RA & Finance 584 Elim. 3rd Class C/RA & Jud.
Class Boroughs Borough?

TELECONFERENCE NOTICE

February 6, 1980 / 6-10 a.m. (Juneau time)
Southeastern Alaska - Ketchikan and Sitka
February 7, 1980 / 1:30 p .m. (Juneau time)

first round robin grouping:
Soldotna, Anchorage, Fairbanks, Kodiak, Valdez

second round robin grouping:
Dillingham, Bethel, Kotzebue, and Nome



Alaska jStaie "“Megtslalurc

Senate

Committee on
Bouch Vv

- _ Community & Regional Affairs Stat* Capitol
Official Business Juneau, Alaaka 99811

March 8, 1980

TO: Senator John Sackett
Senate Finance

FROM: Senator Arliss Sturgulewski *

On March 6 the Senate Community and Regional Affairs Committee passed
out SB 352 with a unanimous do-pass. The next committee of referral 1is
Senate Finance. There has been growing interest in many states 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 1is 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 Tfeel this legislation needs further refinement or discussion. I
strongly support this bill and would appreciate your support and assis-—
tance. Thanks, John.

Attachment
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